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Potential of Solar Home Systems, Biogas Plants and Micro–hydro Plants in Nepal and Opportunities for MFIs

ABSTRACT
Renewable energies have a long track record in Nepal. It is not only waterpower with its huge and well-known potential but also solar energy is a reasonable and efficient source for generating electricity on a small-scale basis. Not to forget biogas - an important energy resource for cooking and lightning especially in areas where firewood is scarce or a good quantity of cow dung is available. 
In Nepal the potential of renewable energies is huge. It is estimated that the potential of micro hydro power is more than 50 MW. The potential of solar with average solar radiation varying from 3.6-6.2 kWh/m2/day and sunshine around 300 days a year offers great opportunities. The potential of biogas plants is estimated to be 1.9 million. More than 300,000 households are electrified by solar-home-systems and micro hydro-power and around 200,000 households are using biogas for cooking and lightning. This so far is already a great success story. To further continue this development, Alternative Energy Promotion Centre (AEPC), apex body for renewable energy technologies (RET) of the government of Nepal, is promoting RET in rural areas of Nepal. Especially in these remote areas where grid connection will take place never or only after many years, mini-grid solutions or individual solutions on household level can be an answer for electrification. RET therefore play a lead role because the energy is free of charge, it is just the technology which has to be purchased and implemented (compared to fuel-based technologies). Providing energy to rural households will raise the living standard and is the basis for education, health, economic growth and overall development. Still there are many un-electrified villages and areas. The electricity access in Nepal is only around 50%.
Drawing the picture of large areas of Nepal still without electricity, enlightening villages and households with RET is a costly undertaking. As the investment costs are high, though the investment itself pays out after time, many users can not afford the initial cost. This is now where MFIs come into play: in lending small amounts to households for installation of solar-home-systems or biogas-plants these technologies become available. Generally, the repayment can be done via savings in Kerosene. Sometimes, the demand for solar-home-systems exceeds the financial capacity of an MFI or for micro-hydro-power a large amount has to be mobilized. In this case, AEPC supports MFIs in creating a partnership with urban banks. Providing trainings and capacity building for MFIs, a sustainable long-term partnership with an urban bank can be established for further fund placement as well as for business development. Generally, every MFI can enter new terrain in lending for RET and use this outstanding opportunity.
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