11/15/2016

mint ePaper - ‘Govts should get out of the way of solar’ - 15 Nov 2016 - Page #18

‘Govts should get out of the way of solar’

BY INDRAJIT GUPTA &
C.5.SWAMINATHAN

n the past decade-and-a-hall
solarenergy hasevolvedand is
now enmerging asamajor force
o disruptionin theenengy sec-
tor globally. Seba,
thought leader, authorand

the clean ¢ ncl transportation
space, pointsto the fact that sola
cheapest source of clectricity right now:
its penetration in the residential ancd
commercial sector is high in many
Western countries anditisalready fon
ing a rethink for the contral utilitie
hased power tisnmodel,

In an exclusive interview done in
Murmbai last weekon theside ofan
annual lecture in memory of former
president APJ, Abdul Ralam, orga-
nized by the Ur 5

esolar
3 ght

new disruptorsinto
this space? Perhaps ol just solar
s we spoke about other

global in orie
we have see

isically
w company called Sun-

fornia around
therewasar
Edison—{lounded by)Jigar Shah—and
he came up with this new husiness
muocdelcalled *zeromaoney down” solar
(where SunEdison would sel up

cally compantes looking forabusiness
madkel, right? S0, hasically that iswhat
happeted—alotol peopleexperiment-
ingandboom! Jigar came upwith that
business maodel and everyhody copied
the successfal business maodel, like they
still do, Fght? Same thing with Uber
and Airbn® and so and so forth. So, 1
don't know that Jigar had specific
insight. Probably he s a really, veally
sonat guy, but Twoulelattribute it more
tothewhole experimentation culture of
Silicon Valley,

Atone point in time, the US fed-
T

paying off;
ANgsLany
leitma

cially viable, did that in
e i the w

W
mer

ny

L (Tarssay that i lied notworks,
isnot true. Basically, they say more
Q5% plusorso ol th
off, which is et
boul venture ¢
cally get caughit up in the whole polit
thing ane th what the medi
Dastcally focusedon, You know, I=not
thenand mot now—cdon't think the gov-
should be involved inenergy
ke that—more now than
he gov ment invested in
Tesla, right? That was predly successful.
The government invested 500 mil-
lion, right? And th vessted fn—so,
am nol justifving the amjustsaying
that the netion it was
< And the notion th

money. | mean at the same tme the
government tripled subsidies Tor

manage the
power system for
[ree and in return,
the customerwould
sign a power pur-
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nuck (energy),
right? It was an
ontler ol magnituce
more than solar
evergot, The media

= FEARLESS

ch agreement

(PPAY by the poweritproduced ata
lixed rate overalong period), Thal was
what tipped solar in the US in Califor-

nka, which is30% ofthe market, Now, 1
L anc

am talkingaboul residen
mercial. [tw
. Andl then pretty soon Sol
ngevity, you know all tl
companies copicd that model and
boom! It 5
Youcanactually mapout th
nmumbers ol installed solar
ty-scale, but installed r

not utili-
lenitial and
commercial—towhen they introdueed
that business model innov S0, 1
was a business model inno

an. before that, so
re pushing folks 1o
3OCO-30,000 solar systc

1 companics
buy
. The
W00 o
money, even if vou
wl 50 on. Onee you go
othe monthly or PPA model, then it

5 h,

sparked the idea, to your
7 What did they sec that
»

{ the iSilicon) Valleyis
pin that therearealotol
ingand 1 think that
huge portion of the
success of Sili v, its culture
that allews for ailure. Failure
yout bearmane don't repeat the mis
isconsidered OR. Eventhe very defini-
tionof start-up companics isnow basi

very interest
preopleexp
has heen

China deminates PY manufacturing, but the meney is being made upstream by solar plant developers such as SolarCity, says Seba.

never loeused on
that. 5o, Ldon't think that changed any-
thing actually in the Valley
Diditaccelerate inng fonand
technology beeause new invest-
ments came inas part of tl
Not really. In their mind, around
2008 or 2000 or so, actually a liude
before that, belore the crash, Wall
Street, essentially Sand Hill (Sand Hill
Roudin Menlo , California, synon-
vimouswithventure capital) discovered
solar, There were a 100 plus venture
investments in photeveltaics (PV)—1
dontrememberwhat the ight number
was—essentially they, likealotof peo
plearound the world, discovered solar
and they just imvested left and r
justinvested in PV ata time wh
Chima came into PV and lot of the
companies basically did what they said
they would do. they executed
according to the business plan, but
onee China came it the market,
everything changed because the cost
Tropped dramatically.
0t the government involve-
e essentially
and China and
woverd solarand
i that might get to
pretiy soom. Amd
dicn't under-

eourse, b
ures, Basically, what
VC [unds Lool
they wend like

I, PV was just another

semivonductor kind ofi]
whatey They did not get energy
all. Tewas mind-blowing how linle they
understensil. That was part of the Gailure
ofalotofthesecompanies oo, The gov-
ernment gets blamed, but itwasn't the
govemment,

But you know, despite evervihing,
despite all the conversati
heen growing ata CA
annual growth rate ol 1
wear 2000, What has happened is that
the e re of solar has shifted. It
used 10 be Germany since 19989 and
thenit was China and in the US, it has
T liforni it shifted
while, Spa
while. but on the whole,
been growing non-stop.

was hig lin
globally it

Taelly. You saw my slicles.
S0, how do yo

.
Chit
It's

right? Thereisa wholey

a lot ol Tolks don't look at. Anyhow,

Chinadominatesthe PV manufactuaring

part of the value

il

the co: sically the me
money (hey get Islile value chain

Sar, what T hrielly mentioned inmy
i TOULCT COMmp

the time

whogot most of the cash and the ma
aluationoutof thiswhole Intermet
it was thesoltware companies, [
watstt L Ciseo, Tmean Cseo didwell, but
it's Google and Facebook and Alibaba
and Teonsider Apple to be asofty
company mostly. So, it wasthose com-
pamies that made money ofl the growth
of the Internet and not the folks who

s el i
dhware, Inside
yedrs or so, il has
cally—30 companies and a couple of
them have raised hundreds ol millions
ofdallars by now doing business moded
innovation and software, So now., Sili-
com Valley sees that as the next thing,
the infrastructure, not the PV, VCs
are nol fundingany PV anymore—with
exceptions, withoutliers and whatev
Sut ot in Silicon Valley anymore. And
unlessthere isabreakihrough

sort—and there will he—basically
netgoing o happen any ime soon.

-

ergy, iMwereto
L happened
he il prices went through

heenlargelyverystableat below
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Arehumury
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chieking on the
right buttons?
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i way going

toimpede the Kind of stall
happening in the al
energy., solar and the fossil fuel-
based energy sources?

The answer
the first 3
covered solar when ol shot up Lo SHO
abarrel. IUis interesting because s

' e with oil, except
erosene, bt diesel spe-
Iv. Fuel oil generates only about
Il the electricity around the
world. So,it's part of the “they didn’t get

“Whesal Oil is here, let's investinsolar”,
But they don’t really compete, cxeeptin
diesel markets and in kerosene, But
then, other mnpanics ke EVs

i ) lich beneit From that

Ao

ol

that solarand ofl don't ¢
The EV is basically going to disruptoil,
sothat thinking has changed dramati-
cally. But at the time, it is energy as
ght?? So, in Wall Street, you

neil big enough, you dido’t have ana-
lvsts wha focused on those kind of
industries, let alone high-tech. Il vou
think about Tesla, is it a power com
pany Isitah

i
at energy is all about.
smuch better thanic

‘nt themselves given the
sationthatv ul e
about solar becoming
stream??

ill give you a few ex
Germany. Germany started the solar
pluswincladoption earlicr than pretiy
e else. Solar definitely.
Wind was there first in Denmark and
then Norway, but Germany certainly

trationas they do, essentially solarand
windlare both zero marginal cost

h zero

mian ulilities got
blown to pieces he  that high
penetration. So, over the lasi few
momnths, you haveseen twool the larg
est utilities wope. RWE and Eon,
split up. Esse Iy, they both had o,
They weren't happy about it, but they
split up. On one hand, they have the
solar, wind plus transmission business,
Then you have the central generation
business and another what they call

ul il

“bacl bank™. The mesdia in Germany
berrowed the term from the Wall Street

collapse—the bad banking. So, now
they eall the central generation the bad
anks—for both Eon and RWE. But

alit up along those lines.
i the di n you reckon

o
where yousee high penetrtion ofsolar
especially, then you will see this hap-

Aus

dy
because they fore-
cast this growth in

he
{

this for
central generation B
estures  down-

sumption did goup
Frunt that wasall solar,
So, now you have
utilities like AGL in
Australia that
basically  getting

|

the

dly, the irst resclion
“Whoa! Let us talk to the
wernment, Lets push back and
e regulation” and so onand so
. Depending on the country basi
cally, thatis wht they dofirst. But afic
awhile. they call like “Whaoa! We have
to either get into the market or in the

ase Of AGL and Eon and so on, basi-
cally split up and get into the market
another way by splitting ug the busi-

dia, where
avhe rel
doyou reckon a differe

opport
India is interestin Nowy,

salid

in that

isanissue. So, the
husiness mocdel of utilitiesis being pre
e because most development here
ation. Lange solar power
plants. So, those are not disruptive o
utilities theway that distributed sol
So, that business model is stll T
preserved. Twoukd assu
point, regulation is going to change and
itis going toalkow rooltop aned comm
elal solar companies o exist And L
what is going to be disruptive. From a
cosl perspective, this is asunny couan-

Commercial, malls, [
ndustry, they are i

oing to want to
1:;Iw|llkl\1'\m(|.

ghasicaily because

can control it

try.

ssionlosses, Th
biggest challenges.,
chiocontrolitcither.
5o, this market is highly... from that
perspective right. Alotolgovernment
intervention, the g ment owns
also partsol the value chain, transmis-
sion, eoal and so on, losses. 10 is avery
el that way. But even
then. the factis, for large portionsof this
marked, itis notjustabout cost, itis also
about gettingenergy at all. lisshock-
ingly not up to standards and so when
vour have folks inve 2 in buildings
and houses—in real estate marketsare
sive and they don’tget a
lity electrivity, they are
o want to produce their own
K ndustry,
towant to procuee the
An th ady |
ning in many m. hasically
because they can control it It s
cheaper, they can control it it s high
i veanstore il That s essen-
oing (o start happenin
because of thequality of the grid. think
whea
il the
government again
1 a regulatory
perspective, thisisa
government that is

WL ETErEY

of the enery

we

needabitolunbun
I

tion in order o let
this market forsolar
happen  more
quickly.

n cventually, but
it Is going 1o take
more lime.
My message o the government, to
policvmakersis, ifvouwant thisto hap-
meaning, this solar industry grid,
Iy the climate portion—il you
o carbon energy and
ure, then getout

mlerence in
015), that was my message, 1t
v well received
ot of government
is whole thing is
happening because of
rnments did g
wthern Enrope, som s
have already unbundled utilities—his
torically Australia and New Zealand,
Chile does not subsidize anvihing
directly orindirectly. So, youarestart
ing toseereally high growthinsolarin
Chile, Y

gove

solar is 1
cheaper than anything—cheaper than
s, Cheaper thanoil,cheaper than coal,

['the costof coal.
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