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Indo-German Green
Strategic Partnership

Aligning partnership agreements
with foreign policy goals

Energy and climate partnerships between India and Germany are ap-
proaching a 20-year mark. Now, both countries are adopting green
technologies and scaling up mitigation efforts more ambitiously, in line
with global climate targets — including the goal to triple renewable
energy capacities. In this policy brief, we look at the bilateral partner-
ships on climate change mitigation, assess how they align with the two
countries’ foreign policy priorities and what a future partnership land-
scape could look like.

— Our analysis reveals significant overlap in India’s and Germany’s
strategic priorities regarding (a) green industrialization, (b) production
and trade of green hydrogen, (c) climate justice, in particular improving
energy access, and (d) climate finance.

— While there is broad consensus on the need for a “just transition,”
there are nuances in terms of the perceived roles and responsibilities
considering the historical contributions to climate change and its
uneven effects.

— Both countries view green hydrogen as one important element in their
energy security and broader economy-wide green transformation.
Partnerships in this area should lead to the development of green
hydrogen technologies, resolving bottlenecks, defining standards, and
establishing broader frameworks including for trade.

— While Germany has committed substantial public finance for climate
change mitigation in India, innovative financing models with the
involvement of the private sector are needed.
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Germany
and India

CLIMATE CHANGE PRIORITIES AND
PARTNERSHIP OPPORTUNITIES

Considering the wide distribution of greenhouse gas
emissions across countries and sectors, the scale of ac-
tion required to meet the goals of the United Nations’
Paris Agreement and 2030 Agenda, and insufficient
progress in international climate negotiations, part-
nerships beyond the multilateral governance process
are an increasingly important instrument for imple-
menting climate targets.! In this policy brief, we analyze
the energy and climate partnerships between India
and Germany. We first identify each country’s nation-
al priorities in relation to climate change mitigation.

For several reasons, we do not assess other important
areas such as climate adaptation or biodiversity
conservation. First, as the third and eighth largest
emitters, respectively, India and Germany are vital
to reducing global emissions in line with the goals
of the Paris Agreement.? Second, the size of India’s
and Germany’s economies and their experiences in
the green transition means that the two countries
may share experiences and mobilize economies of
scale when it comes to mitigation solutions. Third,
mitigation action presents a business case that may
have significant co-benefits for the two countries’
respective geo-economic interests, positioning
them as leaders on issues like green value chains or
industry decarbonization.

https://digitallibrary.un.org/record/1661126

https://ourworldindata.org/grapher/annual-co2-emissions-per-countr:

https:

Germany and India

GERMANY'’S CLIMATE
FOREIGN POLICY

Connecting Emissions Mitigation with
Strategic Interests and Values

The German Climate Foreign Policy Strategy released
in December 2023 considers a range of instruments,
including bilateral and multilateral partnerships, to
advance climate mitigation and a global energy tran-
sition.®* The German government aims to embed in-
ternational decarbonization action into a broader
strategic approach, connecting emissions mitigation
with geoeconomic and geopolitical interests as well
as a values-based approach to foreign policy. Build-
ing on a review of government documents in a pre-
vious DGAP policy brief,* we identified four strategic
policy priorities that the federal government pursues
through its partnership engagement in energy and
climate action:

¢ An accelerated, concerted decarbonization, nota-
bly by supporting a supply switch from fossil fuels
to renewable energy and electrification, entailing
the build-up of renewables and creating affordable
exit options for fossil infrastructure

* Security of domestic energy supplies, in particu-
lar through foresighted imports of Liquified Natural
Gas (LNG) and different forms of hydrogen (H2)

* Securing access to foreign markets and creating
economic opportunities for German companies,
building decarbonized trade relationships and
supply chains, and pursuing a green industrial
policy

* Supporting just sustainability transitions abroad,
particularly by including all relevant stakeholders
and marginalized groups, in line with Germany’s
values- and human-rights based foreign policy
approach, including links to feminist foreign policy

www.auswaertiges-amt.de/blob/2633116/a4e03e8283b9479559ef2dc3b741624a/kap-strategie-en-data.pdf

Brief%20N0%2038%2C%20December%202023%2C%2012%20pp_0.pdf

https://dgap.org/system/files/article pdfs/DGAP Policyc%20



https://digitallibrary.un.org/record/1661126
https://ourworldindata.org/grapher/annual-co2-emissions-per-country
https://www.auswaertiges-amt.de/blob/2633116/a4e03e8283b9479559ef2dc3b741624a/kap-strategie-en-data.pdf
https://dgap.org/system/files/article_pdfs/DGAP_Policyc%20Brief%20No%2038%2C%20December%202023%2C%2012%20pp_0.pdf
https://dgap.org/system/files/article_pdfs/DGAP_Policyc%20Brief%20No%2038%2C%20December%202023%2C%2012%20pp_0.pdf
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Germany and India

INFO BOX 1
GERMANY’S CLIMATE DIPLOMACY

Germany has historically aimed to position itself as
a leader in international climate policy. In the EU, the
country was a vocal proponent of the ratification
of the Kyoto Protocol, which established binding
emissions mitigation targets for developed coun-
tries, thereby recognizing the special responsibility
of historic emitters. Having been among the first
countries to establish targets for emissions mitiga-
tion in 1990, the government set the goal of reducing
greenhouse gases covered by the Kyoto Protocol by
21 percent compared to the 1990 baseline — a higher
ambition than the EU average.®* However, the 1990s
and 2000s were marked by a postponement or
erosion of ambitious targets due to opposition from
various political and interest groups, illustrating a
“corporatist environmental decision-making style.”®

Despite initial skepticism among German industry
and politics,” EU member states decided to create
an emissions trading system (ETS) targeting
energy-intensive industry, in line with the flexible
market-based focus of the Kyoto Protocol.2 While
it did set the EU on a long-term path to emissions
mitigation, the ETS has been criticized for target-
ing only specific sectors and being too lenient to
incentivize ambitious climate mitigation. A more
holistic approach was developed following the
adoption of the Paris Agreement, with the system
of nationally determined contributions (NDCs)
emphasizing domestic policies. The EU Green
Deal emerged as an economy-wide strategy to
achieve climate neutrality by mid-century. Under
the German presidency of the Council of the EU in
2020, EU heads of state and government agreed to
increase the 2030 target to an emissions reduction
of at least 55 percent over 1990.° The legislation

package includes regulatory approaches, a stricter
ETS for industry, as well as an additional ETS for
buildings and the transport sector.

The framework at the domestic level is Germany’s
climate protection law. After the existing law was
declared partly unconstitutional by the Federal
Constitutional Court in a “revolutionary climate rul-
ing,”° the government presented a revised proposal
adopted by parliament in 2021. It foresees emissions
mitigation of 65 percent by 2030 compared to 1990
levels (a 10 percent increase from the previous law),
with the aim to reach climate neutrality by 2045."

Latest scientific assessments reveal that while
domestic emissions are projected to decrease
significantly in the coming years, these efforts are
insufficient to meet the 2030 mitigation targets.”?
One central element of Germany'’s energy transition
is the phase-out of domestic lignite and hard coal
production by 2038 at the latest. As the consensus
on this goal has solidified following a bargaining
agreement with energy utilities and union groups,
Germany hopes to share experiences internationally.

Internationally, the government has been empha-
sizing plurilateral coalitions beyond the multilateral
process, including through initiatives such as the
intergovernmental Climate Club that aims to
advance sectoral decarbonization. Germany is one
of the largest providers of climate finance, having
contributed approximately EUR 6 billion in 2022.”
Germany is urging other industrialized countries to
follow suit to attain the goal of providing USD 100
billion annually in international climate finance. As
climate finance is being re-negotiated in the run-up
to COP29, government officials have been emphasiz-
ing the responsibility of large emerging economies
with rising emissions, notably from the G20.*

10
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Axel Michaelowa, “German Climate Policy Between Global Leadership and Muddling Through,” in Turning Down the Heat
The Politics of Climate Policy in Affluent Democracies, eds. Hugh Compston and lan Bailey (Houndmills, Basingstoke, 2008), p. 146.

Ibid., p. 145
Ibid., p. 148

“Kyoto Protocol”, Memo/07/43, European Commission, March 4, 2004: https:

ec.europa.eu/commission/presscorner/detail/en/MEMO 04 43

(accessed May 13, 2024); Axel Michaelowa, “German Climate Policy Between Global Leadership and Muddling Through,” in Turning Down the Heat.
The Politics of Climate Policy in Affluent Democracies, eds. Hugh Compston and lan Bailey (Houndmills, Basingstoke, 2008), pp. 148-150.

Susanne Drége and Tessa-Sophie Schrader, “Back to the future? International climate policy in 2021: new constellations for the EU’s climate

diplomacy,” SWP Comment 14/2021, February 2021: https://ww

oar.info/ssoar/handle/document/72253 (accessed May 13, 2024).

Dana Schirwon, “The German Federal Constitutional Court’s Revolutionary Climate Ruling,” DGAP Online Commentary, April 20, 2022:

https:

dgap.org/en/research/publications/german-federal-constitutional-courts-revolutionary-climate-ruling (accessed May 13, 2024).

“Intergenerational contract for the climate,” German Federal Government, June 25, 2021

https:

www.bundesregierung.de/breg-de/schwerpunkte/klimaschutz/climate-change-act-2021-1936846 (accessed May 13, 2024).

Expertenrat fur Klimafragen, “Gutachten zur Prifung der Treibhausgas-Projektionsdaten 2024. Sondergutachten gemal § 12 Abs. 4

Bundes-Klimaschutzgesetz,” June 3, 2024: https:

expertenrat-klima.de/content/uploads/2024/06/ERK2024 Sondergutachten-

Pruefung-Projektionsdaten-2024.pdf (accessed June 4, 2024).

“Klimafinanzierung 2023 und 2024: Wieder sinkende Mittel?” Deutsche Klimafinanzierung, November 1, 2023:

https:

www.deutscheklimafinanzierung.de/blog/2023/11/klimafinanzierung-2023-und-2024-wieder-sinkende-mittel (accessed May 13, 2024).

See for instance: “Speech by Foreign Minister Annalena Baerbock at the opening of the 15th Petersberg Climate Dialogue,” Federal Foreign

Office, April 25, 2024: https:

www.auswaertiges-amt.de/en/newsroom/news

etersberg-climate-dialogue/2654812 (May 13, 2024).



https://ec.europa.eu/commission/presscorner/detail/en/MEMO_04_43
https://www.ssoar.info/ssoar/handle/document/72253
https://dgap.org/en/research/publications/german-federal-constitutional-courts-revolutionary-climate-ruling
https://www.bundesregierung.de/breg-de/schwerpunkte/klimaschutz/climate-change-act-2021-1936846
https://expertenrat-klima.de/content/uploads/2024/06/ERK2024_Sondergutachten-Pruefung-Projektionsdaten-2024.pdf
https://expertenrat-klima.de/content/uploads/2024/06/ERK2024_Sondergutachten-Pruefung-Projektionsdaten-2024.pdf
https://www.deutscheklimafinanzierung.de/blog/2023/11/klimafinanzierung-2023-und-2024-wieder-sinkende-mittel/
https://www.auswaertiges-amt.de/en/newsroom/news/petersberg-climate-dialogue/2654812
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INDIA'S CLIMATE DIPLOMACY

Navigating Climate and Development
Considerations

India’s historical emissions have been low, accounting
for around four percent of total global emissions since
the industrial revolution.” However, India is current-
ly the fastest growing large economy with an annu-
al growth rate around eight percent. As India grows,
so do its emissions, with the International Energy
Agency estimating that energy demand and associat-
ed emissions could increase by 30 percent by 2030.1¢
At the same time, India’s per capita emissions remain
much below the global average (see figure 1).

Since the 1990s, India’s positioning on internation-
al climate policy has undergone significant change. It
has increasingly committed to internationally coor-
dinated emissions mitigation in its economic devel-
opment pathway, while still invoking the principle of
Common But Differentiated Responsibilities (CBDR)
(see info box 2). Several factors have shaped this dy-
namic. First, there has been an increased recognition
of the vulnerabilities India faces with rapidly increas-
ing climate change and therefore a greater urgency to
act in its own interest. Second, the rapid technologi-
cal improvements and reduction in the cost of green
technologies, particularly renewable energy, as well as
India’s substantial solar and wind energy potential have
created a business case for greater mitigation action.
Third, and perhaps most importantly, there has been
greater recognition that climate action can have sub-
stantial economic co-benefits. For instance, the prom-
ise of reducing external energy dependence has been
a key argument for the policy push for renewable en-
ergy. Climate finance is also now seen as more than
just a means to divert funds from other development
projects; it is increasingly recognized as an additional
source of financial inflow. Finally, as India aims to wield
greater influence on the global stage, there has been a
recognition of the need to adopt a more positive and
assertive stance in its climate diplomacy.

Understanding the motivation for India’s climate
diplomacy is important to frame effective partnerships.
Based on our analysis, India’s climate priorities can be
broadly grouped into the following categories:

https://pib.gov.in/PressReleasePage.aspx?PRID=1842619

https:

Germany and India

* Prioritizing energy access while decarbonizing:
Ensuring affordable and reliable energy for over
half of India’s population facing energy poverty
remains the top priority in the country’s energy
policy. As a result, while India has ambitious clean
energy targets, any international partnership must
be cognizant of India’s need to provide round-the-
clock affordable power to all its citizens, a need
that is largely met by coal-based thermal power at
present. For instance, India’s National Electricity
Plan estimates that while renewable energy will
account for 62.4 percent of installed capacity by
2030, coal-based thermal power will continue to
be the dominant source of power, accounting for
54.5 percent of generation.”

e Green Industrialization: A key prong of India’s
economic strategy is to grow the share of the
industrial sector in GDP. Green technologies are
seen as a key enabler of these industrialization
efforts, with concerted efforts to create local
production capabilities. India already has various
performance-linked incentive (PLI) schemes for
green technologies such as electric vehicles, solar
modules, battery storage, green hydrogen, and
electrolyzers. These schemes provide sales-based
monetary incentives for selected firms produ-
cing these products. Efforts are also underway to
cultivate a skilled labor force for emerging indus-
tries and create conditions for a just transition for
workers in sunset fossil fuel sectors. These priori-
ties could serve as important entry points for any
viable international partnership.

* Access to Climate Finance: India’s large clean
energy infrastructure buildup will depend hea-
vily on the influx of international private capital,
as highlighted consistently in its international
negotiating positions. However, at present, most
climate projects in India are financed through
domestic sources. The high cost of international
capital due to perceived economic, currency, and
political risks continues to hamper the energy
transition. International partnerships should focus
on establishing platforms to reduce the cost of
green capital either through identifying new risk
assessment measures or utilizing public finance to
derisk private capital flows into the country.

iea.blob.corewindows.net/assets/42b23c45-78bc-4482-b0f9-eb826ae2da3d/WorldEnergyOutlook2023.pdf

https:

cea.nic.in/wp-content/uploads/irp/2023/05/NEP 2022 32 FINAL GAZETTE-1.pdf



https://pib.gov.in/PressReleasePage.aspx?PRID=1842619
https://iea.blob.core.windows.net/assets/42b23c45-78bc-4482-b0f9-eb826ae2da3d/WorldEnergyOutlook2023.pdf
https://cea.nic.in/wp-content/uploads/irp/2023/05/NEP_2022_32_FINAL_GAZETTE-1.pdf
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INFO BOX 2
INDIA'S CHANGING
CLIMATE DIPLOMACY

India’s climate diplomacy has always been
strongly influenced by its broader developmental
challenges. As early as 1990, Indian climate nego-
tiators stressed that the country considered the
United Nations Framework Convention on Climate
Change (UNFCCC) a “multilateral economic agree-
ment” that could significantly affect economic
development, rather than solely an environmen-
tal treaty. As India’s economic circumstances
have evolved, so has its climate diplomacy. In
the early stages of the UNFCCC process, India
took the position that poverty eradication and
economic development were the main objective
of developing nations and called for “per capita
convergence” in emissions between developing
and developed economies. In the period leading
up to the 1992 Rio conference, India successfully
brought together effective alliances with devel-
oping countries to ensure that the principle of
common but differentiated responsibilities and
respective capabilities (CBDR-RC) was enshrined
in the UNFCCC.

Ahead of the ratification of the Kyoto Protocol,
India took two major stances in its climate
diplomacy. First, it proposed a firewall between
developed and developing countries, requiring
the former to stabilize emissions at 1990 levels
by 2000 due to historical responsibilities, while
exempting developing countries from binding
commitments. Second, it stated the incremental
costs associated with any additional climate ac-
tion in developing countries would have to be met
by the developed world. Between the ratification
of the Kyoto Protocol in 2005 and the adoption

of the Paris Agreement in 2015, India’s stance
evolved significantly. It became increasingly open
to embracing emissions reduction commitments,
marking a notable departure from its previous
hardline position. In 2008, India introduced the
National Action Plan on Climate Change that
emphasized achieving development goals while
generating co-benefits for climate change miti-
gation. Additionally, in 2009, then-environment
minister Jairam Ramesh announced India’s aim
to reduce the emission intensity of GDP by 20-
25 percent by 2020 from 2005 levels, marking a
significant departure from its previous reluctance
to define specific emission targets.

Since the Paris Agreement, India has aimed to
position itself as a leader in climate action while
prioritizing the principle of CBDR and advocating
for increased financial and technological support
from developed countries. India set an econo-
my-wide net-zero emissions target by 2070 at
COP26. In addition, India is one of the few coun-
tries to achieve its original NDCs related to reduc-
ing the emission intensity of GDP and achieving
40 percent cumulative electric power installed ca-
pacity from non-fossil fuel-based energy sources.
Currently, India ranks fourth globally in terms of
total renewable energy installed capacity (around
175 GW), a substantial achievement for a devel-
oping economy.? At COP27, India put forward an
updated NDC, including a more ambitious target
to reduce the emission intensity of GDP by 45 per-
cent from 2005 levels by 2030. Perhaps the most
ambitious commitment is its pledge to increase
installed renewable energy capacity to 500 GW
by 2030. Achieving this goal would require India
to install more renewable energy capacity in this
decade than the country’s current total installed
electricity capacity, fulfilling the commitment to
triple renewable capacity by 2030.

1

2

Ministry of Environment, Forest and Climate Change, “India achieves two targets of Nationally Determined Contribution well ahead of the time,”

https:

Press Information Bureau (December 18, 2023):

ib.gov.in/PressReleaselframePage.as

x?PRID=1987752#:~:text=In%20August%20

2022%2C%20India%20updated,enhanced%20t0%2050%25%20by%202030 (accessed April 19, 2024).

“Sector: Renewable Energy,” Invest India: https:

www.investindia.gov.in/sector/renewable-energ

(accessed April 19, 2024)



https://www.investindia.gov.in/sector/renewable-energy
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Figure 1 — India’s and Germany’s historic per-capita emissions*
in comparison to selected other economies (in tonnes)
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*Per capita CO2 emissions: Carbon dioxide (CO2) missions from fossil fuels and industry.
Land-use change is not included.

Source: Global Carbon Budget (2023), Population based on various sources (2023).
OurWorldlnData.org/co2-and-greenhouse-gas-emissions | Creative Commons Licenced: CC BY 4.0 DEED

Figure 2 — Emissions Inequality and Per Capita Mitigation Targets in India
Emissons in tonnes CO2e per capita per year
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http://OurWorldInData.org/co2-and-greenhouse-gas-emissions
http://wir2022.wid.world
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INFO BOX 3
CONTEXTUALIZING INDIA'S
CARBON EMISSIONS

As a developing country, India’s per-capita
emissions have historically been low. While
per-capita emissions have grown at a steady
pace since the 1950s and doubled in the 2000-
2022 period, they are still lower than those of
other major emerging economies like South
Africa, Indonesia or Vietnam and four times
lower than those of Germany (see figure 1). Tak-
ing the emissions pathways to meet the Paris
Agreement as a yardstick, domestic emissions
would continue to increase from the current
2.2 tons per capita to about 3.7 tons in 2030.®

India is characterized by significant domestic
carbon inequality, with most of its population
in the bottom 50 percent of global emitters,
and a sizable portion in the middle 40 percent.
A small but growing share occupies the top
10 percent of global emitters.® This implies
that the pressures to limit emissions in India
are distributed unequally.
per-capita terms, 2030 emissions reduction
requirements as per the Paris Agreement would
imply an increase of emissions for most of the
population. By contrast, the top 10 percent
of domestic emitters would need to signifi-
cantly reduce their emissions (see figure 2).

If expressed in

Germany and India

Both in Germany and in India, current growth rates
of renewable energy installment do not match up
with the respective tripling targets endorsed by gov-
ernments at COP28.%° The wider EU is not on track to
meet the tripling target either.? Therefore, increased
national policy interventions and international part-
nerships are needed to accelerate climate mitigation
action. Conscious of the distinct socio-economic
contexts and the principle of CBDR, we provide a
brief overview of bilateral partnerships, describe
the synergies and challenges that define them, and
consider how Germany and India may shape them
going forward.

18
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Lucas Chancel, “Global carbon inequality over 1990-2019,” Nature Sustainability 5 (November 2022),

Supplementary Material, Figure 8.2, p. 48 : https:

doi.org/10.1038/s41893-022-00955-z (accessed April 14, 2024)

Lucas Chancel, “Global carbon inequality over 1990-2019,” Nature Sustainability 5 (November 2022), p. 934:

https://doi.org/10.1038/s41893-022-00955-z (accessed April 14, 2024).

Katye Altieri and Dave Jones, “The G7 should set a goal to triple their renewable capacity,” EMBER Climate, April 25, 2024

https:

ember-climate.org/insights/in-brief/the-g7-should-set-a-goal-to-triple-their-renewable-capacity

(accessed May 7, 2024)

Ari Ball-Burack, Xi Xi, Daniel Kammen, “From powerpoint to powerplant: evaluating the impact of the U.S.-China Sunnylands
commitment to tripling global renewable energy capacity by 2030,” Environmental Research Letters 19, no. 4 (2024), 041007:

https:

iopscience.iop.org/article/10.1088/1748-9326/ad3284. See also the Supplementary Information with graphs for

historical renewables capacity, projected growth and possible future trajectories for the EU and India.


https://doi.org/10.1038/s41893-022-00955-z
https://doi.org/10.1038/s41893-022-00955-z
https://ember-climate.org/insights/in-brief/the-g7-should-set-a-goal-to-triple-their-renewable-capacity/
https://iopscience.iop.org/article/10.1088/1748-9326/ad3284
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Two Decades
of Indo-
German
Energy and
Climate
Partnerships

Germany and India share a long history of inter-
governmental and economic relations, with India
among the first countries to establish diplomat-
ic ties with the Federal Republic of Germany after
the Second World War. Milestones in Indo-German
relations since the turn of the century include an
agreement declaring the two as strategic partners
in 2000, the launch of the Inter-Governmental Con-
sultations (IGC) in 2011, and the conclusion of the
Partnership for Green and Sustainable Development
in 2022. Throughout this period, the two countries
have worked to address climate change and imple-
ment clean energy transitions.

The establishment of the Indo-German Energy Forum
(IGEF) in 2006 makes India one of Germany’s lon-
gest-standing partners on climate action and energy
transitions.? The forum has since facilitated bilateral
cooperation in the areas of sustainable energy, en-
ergy efficiency, energy security, and private sector

https://www.giz.de/en/worldwide/15850.html

http://www.iki-india.com/public/index.phphttp:

Two Decades of Indo-German Energy and Climate Partnerships

collaborations. Germany and India have collaborat-
ed through Germany’s International Climate Initiative
(IKTI), which was established in 2008.%

In 2015, the two sides agreed on an Indo-German
Solar Energy Partnership (IGSP)** worth EUR 1 bil-
lion with an aim of promoting the uptake of solar
photovoltaic (PV) energy. Solar energy is expected
to make up well over half of the 500 gigawatts (GW)
of non-fossil energy India aims to install by 2030.

In 2022, in a landmark development, the new
German government and the government of India
signed several important documents. Following the
6% IGC, they signed a total of 14 agreements, with
several on climate action and energy transitions.
The key agreement was the Indo-German Part-
nership for Green and Sustainable Development in
which the two countries pledged to intensify their
collaboration on climate action and sustainable de-
velopment to achieve the Paris Agreement targets
and the UN'’s Sustainable Development Goals (SDGs):
“[t]he Partnership will continue to include and fur-
ther strengthen collaboration between the public
and private sectors, civil society organizations and
research institutions.”®

One element of this partnership is a joint declaration
of intent on renewable energy cooperation. Official-
ly the Indo-German Renewable Energy Partnership,
it is the successor and a broader adaptation of the
2015 Indo-German Solar Energy Partnership. India
and Germany hope this will help them realize their
goals of producing 40 percent (recently updated to
50 percent) and 80 percent, respectively, of their
electricity from non-fossil sources by 2030. More-
over, the 2022 Indo-German Green Hydrogen Task
Force will facilitate relations between government,
industry, and research institutions to promote the
production, processing, utilization, and transport of
green hydrogen.*

www.iki-india.com/public/index.php

https:

www.bmz.de/en/countries/india/core-area-renewable-energy-49170#:~:text=India%20has%20announced%20the%20

ambitious,more%20socially%20and%20environmentally%20sustainable (accessed April 19, 2024)

https:

india.diplo.de/blob/2524930/6a4f226c3e696417d110e0651ea26d77/igc-joint-declaration-2022-data.pdf

https

www.bmwk.de/Redaktion/EN/Pressemitteilungen/2022/05/20220502-

minister-Habeck-signs-joint-declaration-of-intent-on-indo-german-cooperation-on-hydrogen.html



https://www.giz.de/en/worldwide/15850.html
http://www.iki-india.com/public/index.php
http://www.iki-india.com/public/index.php
https://india.diplo.de/blob/2524930/6a4f226c3e696417d110e0651ea26d77/igc-joint-declaration-2022-data.pdf
https://www.bmwk.de/Redaktion/EN/Pressemitteilungen/2022/05/20220502-minister-Habeck-signs-joint-declaration-of-intent-on-indo-german-cooperation-on-hydrogen.html
https://www.bmwk.de/Redaktion/EN/Pressemitteilungen/2022/05/20220502-minister-Habeck-signs-joint-declaration-of-intent-on-indo-german-cooperation-on-hydrogen.html
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Figure 3 — A timeline of key Indo-German energy and climate partnerships
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In February 2023, when Chancellor Olaf Scholz vis-
ited India, the governments agreed on an “India-
Germany Vision to Enhance Cooperation in
Innovation and Technology” which contains a clause
on energy partnerships and clean technologies, in-
cluding green hydrogen. In a step toward realizing
this vision, India’s Department of Science and Tech-
nology (DST) and Germany’s Fraunhofer Institute for
Solar Energy Systems (Fraunhofer ISE) signed a let-
ter of intent to collaborate on green hydrogen and
clean energy technologies. ?’

27 Moreover, Germany and India have joined and initiated several multilateral efforts to scale up renewable energies, such as the International Solar
Alliance which the Indian government initiated in 2015 and of which Germany is a member. India also signed a Clean Energy and Climate Partnership
with the European Union in March 2016 to cooperate on the expansion of clean energy and more broadly on the implementation of the Paris
Agreement. See European Council/Council of the European Union, “Joint Declaration Between the European Union and the Republic of India on a Clean
Energy and Climate Partnership,” March 30, 2016: https://www.consilium.europa.eu/media/23673/20160330-joint-declaration-energy-climate.pdf
(accessed April 19, 2024).



https://www.consilium.europa.eu/media/23673/20160330-joint-declaration-energy-climate.pdf
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Analysis

HOW EXISTING ENERGY AND
CLIMATE PARTNERSHIPS
ALIGN WITH THE TWO
COUNTRIES' CLIMATE FOREIGN
POLICY PRIORITIES

Based on our analysis of each country’s priorities,
we find substantial overlap between India’s and
Germany’s strategic priorities in the climate and
energy domain. The following four broader themes
emerged that capture their shared priorities (see fig-
ure 4): (a) decarbonization, energy access, and just
transitions; (b) green economy; (c) hydrogen; and (d)
climate finance. This section analyzes existing part-
nerships along these themes.

First, Germany’s interest in decarbonization and
green industrial policy aligns with India’s interest
in promoting domestic green industrialization. The
wording of the different agreements and planned ac-
tivities show the urgency for decarbonization and
renewable energy expansion. For instance, all four
IGEF focus areas address decarbonization in relation
to renewable energy expansion, energy efficiency,
flexibilization of coal-fired power plants, and green
energy financing and grid integration. The 2022
Partnership for Green and Sustainable Development
aims “to intensify bilateral climate and sustainable
development cooperation and link it with the strong
commitment on both Participants to the SDGs and
the implementation of the Paris Agreement.” It es-
tablishes the expansion of renewable energy ca-
pacities, sustainable urban development, and green
mobility as areas for bilateral cooperation.?® Tech-
nology innovation, regulatory standards, capacity
building and private investments are particular

Analysis

areas of engagement, with one focus area being the
build-up of solar photovoltaic (PV) manufacturing
capabilities.?

The 2022 Renewable Energy Partnership goes be-
yond the focus on solar PV and aims to “promote
a wide spectrum of renewable energy applications,
ranging from small-scale off-grid solutions to large-
scale solar parks, wind energy parks and offshore
wind.”*® Documents from 2022 and 2023 contain a
stronger emphasis on decarbonization than earlier
ones, reflecting a growing urgency among partner-
ships to act. Energy generation, distribution and ef-
ficiency have emerged as the largest areas of funding
in India for Germany’s KfW development bank, with
around EUR 744 million committed to this sector.*
Gaining a competitive edge in the green transition
appears to be a motivation as well. Recognizing the
increasingly intense competition in clean technol-
ogies, existing partnerships frequently focus on
technological cooperation and joint research and
development between industry, the private sector,
and research institutions.*

Second, the promotion of hydrogen markets and
trade has emerged as a focal point for cooperation,
with activities aimed at engaging policy makers, busi-
ness, and other stakeholders. For instance, under the
IGEF, there have been technical cooperation and ca-
pacity building programs, as well as training activities
related to green ammonia supply chains, green hy-
drogen electrolyzer and fuel cell installations, and the
identification of green hydrogen hubs in India.** The
Partnership for Green and Sustainable Development
foresees hydrogen as a particular field for collabo-
ration. Areas of focus include technology innovation,
regulatory standards, capacity building and private
investments. Aiming to position itself as a future pro-
ducer and exporter of green hydrogen as part of a
green industrialization agenda, India connects this
action area with economic opportunities and green

https://india.diplo.de

blob/2524930/6a4f226c¢3e696417d110e0651ea26d77/igc-joint-declaration-2022-data.pdf

https:

www.bmz.de/resource/blob/118280/gemeinsame-absichtserklaerung-energie.pdf

https:

www.kfw.de/microsites/Microsite/transparenz.kfw.de/#/country/IND,

https

www.bundesregierung.de/resource/blob/975228/2168914/28389a9a195dd51e3db27e5cec259

1df/2023-02-26-erklaerung-indien-d-engl-data.pdf?download=1

https://www.energyforum.in/home/highlights



https://india.diplo.de/blob/2524930/6a4f226c3e696417d110e0651ea26d77/igc-joint-declaration-2022-data.pdf
https://india.diplo.de/blob/2524930/6a4f226c3e696417d110e0651ea26d77/igc-joint-declaration-2022-data.pdf
https://www.bmz.de/resource/blob/118280/gemeinsame-absichtserklaerung-energie.pdf
https://www.bundesregierung.de/resource/blob/975228/2168914/28389a9a195dd51e3db27e5cec2591df/2023-02-26-erklaerung-indien-d-engl-data.pdf?download=1
https://www.bundesregierung.de/resource/blob/975228/2168914/28389a9a195dd51e3db27e5cec2591df/2023-02-26-erklaerung-indien-d-engl-data.pdf?download=1
https://www.energyforum.in/home/highlights/
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growth. For Germany, it is seen as a measure to en-
hance energy security, with hydrogen being consid-
ered as an important element in Germany’s future
energy mix. At the same time, it may also serve its
green industrial policy as Germany aims to secure hy-
drogen supplies for heavy industry (e.g., green steel)
and other hard-to-decarbonize sectors.* Beyond hy-
drogen production capacities and related trade, it ap-
pears that energy security considerations have not
prominently featured in Indo-German partnerships.
One explanation for this is the two partners’ limit-
ed potential to contribute to each other’s security of
supply through, for example, raw materials.

Third, there is an overlap between Germany’s
emphasis on just transitions and India’s priority to

GREEN
HYDROGEN
ECON( SECURITY OF
OPPO =S ENERGY SUPPLY
AND G FOR GERMANY
INDUS JLICY
P
REEN

NDUSTRIALIZATION

ensure energy access while pursuing decarbonization.
Improving energy access is rarely mentioned explic-
itly in the agreements; however, significant activities
have been carried out in this regard. Most impor-
tantly, through the provision of loans, the German
Ministry for Development Cooperation (BMZ) has
been supporting the establishment of green ener-
gy corridors to feed renewables capacity into India’s
national grid. According to the BMZ, “7,770 kilome-
tres of green energy corridors have been established,
providing around 40 million people with electricity
from renewable energy sources.”* Integration of re-
newables into the power mix continues to be a pri-
ority under the 2022 Solar Partnership under which
the BMZ has committed to providing another EUR
1 billion by 2025. The 2019 Partnership for Green

34 The press release following the joint declaration of intent on Indo-German cooperation on hydrogen highlights that “India aims to become a

»global hub” for green hydrogen and an important oxportcr of green hydrogen. German business is very interested in this Indian objective.”
Federal Ministry for Economic Affairs and Climate, “Minister Habeck signs joint declaration of intent on Indo-German cooperation on hydrogen,”
May 2, 2022: https://www.bmwk.de/Redaktion/EN/Pressemitteilungen/2022/05/20220502-minister-Habeck-signs-joint-declaration-of-
intent-on-indo-german-cooperation-on-hydrogen.html (accessed April 19, 2024).

35 Federal Ministry for Economic Cooperation and Development, “Fostering the energy transition in India. Green energy corridors,” June 6, 2023
https://www.bmz.de/en/countries/india/core-area-renewable-energy-49170#:~:text=Sizeable%20development%20loans%20provided %20
by,hydropower)%20into%20the%20national%20grid (accessed April 19, 2024)
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Figure 5 — Indo-German energy and climate partnerships and their
alignment with the two countries’ climate foreign policy priorities
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Urban Mobility has described improved access to
public transport and climate friendly mobility as a
way to create “economic and social opportunities,’¢
with German development organization GIZ pro-
viding technical assistance to design “sustainable,
inclusive and smart solutions for easy and afford-
able mobility,” and the KfW development bank com-
mitting concessional loans to fund such measures.*’
New opportunities may be created through the 2022
Partnership for Green and Sustainable Development,
which defines as one of its focal areas “a just ener-
gy transition” and mentions collaboration with and
among civil society organizations.*

i DECARBONIZATION,
i ENERGY ACCESS,
i & JUST TRANSITIONS

o

O
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Dark color indicates strong reflection of the priority
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Finally, India’s need for climate finance is recipro-
cated by Germany'’s justice-oriented climate foreign
policy approach. While India and the Global South
broadly have reasons to complain about the short-
age of climate finance, Indo-German partnerships
have provided India with notable financial support in
the past and promise to continue doing so in the fu-
ture. For instance, Germany has committed to pro-
viding India with EUR 10 billion by 2030 within their
2022 Partnership for Green and Sustainable Develop-
ment. Similarly, the 2015 Indo-German Solar Energy
Partnership provided India with approximately EUR 1
billion in the form of concessional loans.

36 “Joint Declaration of Intent Between The Ministry of Housing and Urban Affairs of the Republic of India and The Federal Ministry for Economic
Cooperation and Development of the Federal Republic of Germany on Indo-German Partnership for Green Urban Mobility,” November 1, 2019:

https:

www.mea.gov.in/Portal/LegalTreatiesDoc/DE19B3612.pdf (accessed April 19, 2024).

37 “Supporting the Indo-German Green Urban Mobility Partnership (GUMP),” Deutsche Gesellschaft fur Internationale Zusammenarbeit (GIZ) GmbH,

February 2022: https:

www.giz.de/en/worldwide/106972.html (accessed April 19, 2024)

38 German Federal Government, “Joint Declaration of Intent between The Republic of India And The Federal Republic of Germany on the Partnership

for Green and Sustainable Development,” May 2, 2022: https:

india.diplo.de/blob/2524930/6a4f226c3e696417d110e0651ea26d77/igc-joint-

declaration-2022-data.pdf (accessed April 19, 2024).
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https://india.diplo.de/blob/2524930/6a4f226c3e696417d110e0651ea26d77/igc-joint-declaration-2022-data.pdf
https://india.diplo.de/blob/2524930/6a4f226c3e696417d110e0651ea26d77/igc-joint-declaration-2022-data.pdf

No. 8 | June 2024

13

DGAP roLicy BRIEF

Recommen-
dations

DEEPENING AND
OPERATIONALIZING PARTNERSHIPS

Given the need to speed up implementation of the
Paris Agreement, the geopolitics of competition with
China and increased volatility in energy prices since
Russia invaded Ukraine, Germany and India should
deepen ties on climate ambition. While both have
advanced their joint effort on climate and energy is-
sues through multiple initiatives, there are sever-
al areas that offer potential for closer cooperation.
Building on existing initiatives, we propose the fol-
lowing recommendations in key areas to deepen
their partnership:

To achieve an economy-wide green transformation,
India and Germany can leverage their partnerships
in areas including, but not limited to:

in pro-
mising sectors such solar modules and battery
storage, particularly through effective platforms
that allow academia and industry to exchange data
and expertise.

to cooperate on
green technology trade and maximize benefits
from the comparative advantage of each coun-
try. Both countries can also take steps to align
national policies on emissions reduction, sustai-
nable resource management, and climate-smart
agricultural practices.

in third countries
through greater collaboration in existing pluri-
lateral forums such as the International Solar
Alliance and the Coalition for Disaster Resilient
Infrastructure.

to iron
out issues in implementing the EU’s Carbon Border
Adjustment Mechanism (CBAM).

Recommendations

GREEN HYDROGEN

Both countries view green hydrogen as one important
element in their energy and broader economy-wide
green transformation. India recently established its
Green Hydrogen Mission, while Germany has also pri-
oritized hydrogen in its domestic policies as well as
part of the Climate Club:

° Hydrogen Economy: The two countries should
work together, bilaterally and in plurilateral set-
tings, to establish the underpinnings of a green
hydrogen economy. This includes standard defi-
nitions for the diverse types of hydrogen, creating
common rules for hydrogen transport and trade,
aligning policies, and creating demand through
industry mandates or economic incentives.

 Collaboration Platform: India and Germany could
work together to build a platform that brings toge-
ther policymakers and industry to identify a viable
pathway for green hydrogen production, use, and
trade. The platform could support knowledge
sharing and co-development of green hydrogen
technologies, joint ventures to catalyze the hydro-
gen market, and resolving key bottlenecks that
hinder demand for hydrogen. For instance, ope-
ning a H2-diplo office - a German government
initiative to work with partner countries to use
green hydrogen and diversify their economies - in
India can be a first step.

DECARBONIZATION, ENERGY
ACCESS, AND JUST TRANSITIONS

Indo-German partnerships in the past have consis-
tently prioritized decarbonization with a focus on
green technologies such as renewable energy and
public transport, among others. To maximize benefits
from future partnerships, it is crucial to now concen-
trate on sectors with potential to synergize energy
access and decarbonization efforts, and where there
is already significant policy momentum in India.

* Rooftop Solar: Partnerships on rooftop solar could
focus on both knowledge and resources. Germany’s
success with rooftop solar could hold important
policy lessons for India. Furthermore, through insti-
tutions like the KfW, there is potential to develop
programs that could aggregate smaller consumers
and offer financial guarantees. These programs
would encourage private investors and developers
to provide affordable financing to smaller consu-
mers, who typically have lower credit ratings.
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* Grid Stability and Storage: India will need to install
around 35 GWh of Battery Energy Storage Systems
by 2027 for the effective integration of renewa-
bles into the grid, requiring immediate large-scale
investment in this sector.*® The Indian government
already has a PLI scheme for battery storage sys-
tems and aims to provide INR 36.7 billion (USD 400
million) in viability gap funding for base year costs
for utility-scale battery energy storage system
(BESS) projects. Germany’s capacity build-up has
been largely due to small-scale private home sto-
rage, with large-scale and industry storage capacity
growing at a much slower pace.*® While the regu-
latory environment plays an important role, further
policy instruments still need to be clearly defined.*!
The Indo-German climate partnership could sig-
nificantly enhance its focus on BESS projects to
maximize the benefits of renewable energy and
facilitate a transition away from thermal power. An
initial step could be to establish an industry col-
laborative dedicated to advancing R&D in battery
storage technologies and promoting cross-coun-
try learning, with the goal of reducing BESS costs.
Additionally, there is potential to create a dedicated
BESS fund to finance further R&D and comple-
ment funding initiatives for viability gaps. Moreover,
electricity regulators and policymakers from both
countries could work together to identify and
implement best practices for integrating BESS into
the energy grid, enhancing both efficiency and sus-
tainability. Efforts to improve transmission and grid
infrastructure help mitigate sector-specific invest-
ment risks and may also incentivize domestic and
private investments in renewable energy projects.*

There are certain nuanced differences between the
German and Indian approach to just transitions that
are important to consider in any future partnership.
Notably, the Indian strategy extends beyond merely
providing alternative livelihoods for those affected by
the coal industry’s transformation, linking just transi-
tions to broader issues of energy security, poverty re-
duction, and climate finance. Viewed from this lens, a
just transition partnership needs to focus explicitly on

DGAP roLicY BRIEF

using renewables to improve energy access, reducing
demand for thermal power, and creating a skilled
labor force for the new energy economy.

e Skilling programs: Indo-German partnerships
should focus on key skills needed in a renewable
energy economy and devising programs to reskill and
upskill the labor force to access renewable energy
jobs, especially in regions with high coal dependency.

Support for sub-national transitions: Many coal-
dependent states in India will see a substantial
portion of their coal mines and thermal power
plants reach the end of their life cycle in the next
decade. German development agencies may partner
with willing states to financially support the econo-
mic diversification of districts dependent on coal.
This could help to create new income-generating
activities while the world is “transitioning away
from fossil fuels in energy systems, in a just, orderly
and equitable manner,” as agreed at COP28.#* Sup-
port can take two forms: i) providing dedicated
human resources to state government departments
for creating economic diversification roadmaps and
ii) financial support for specific projects looking to
create alternative jobs in coal dependent regions.

CLIMATE FINANCE

Germany provides substantial public finance for cli-
mate action in India - especially under the Partner-
ship for Green and Sustainable Development, as well
as KfW’s development finance schemes.

Develop innovative climate financing: In addition,
German and Indian policymakers should work to-
gether to incentivize private capital flows with instru-
ments such as guarantees or insurance products. They
should consider innovative financing models including
blended finance (i.e., a combination of concessional
funds with commercial finance) and debt-to-climate
swap and promote these models in the context of
reforming the international financial system.

https://mnre.gov.in/energy-storage-systemsess-

overview/#:~:text=As%20per%20National%20Electricity%20Plan,)%20in%20year%202026%2D27

https://www.bmwk.de/Redaktion/DE/Downloads/S-T/stromspeicherstrategie-231208.pdf? _ blob=publicationFile&v=6#:~:text=Deutschland%20

hat%20sich%20das%20Ziel,die%20Emission%20von%20Treibhausgasen%20auskommen

https://www.erneuerbareenergien.de/transformation/speicher/bundesregierung-legt-speicherstrategie-vor-mehr-als-eckpunkte-sind-es-aber-nicht

https://iea.blob.corewindows.net/assets/227dal0f-c527-406d-b94f-dbaa38ae9abb/ReducingtheCostofCapital.pdf

https://unfccc.int/sites/default/files/resource/cma2023 L17 adv.pdf
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