‘ECONOMIC TIMES’ FCE-OFF: should defaulting States be disconnected?

S L RAO-

Yes, they should. But it is not like a cable television operator, a newspaper vendor or a telephone company disconnecting a defaulting customer. These vendors can cut service to one customer without any effect on other customers or on their distribution system.  That is because no customer is so big that his disconnection will leave large distribution costs to be borne by the remaining customers. Nor will the disconnection of an individual customer seriously affect the overall economics of the operator or his suppliers. 

Electricity distribution and supply in India are combined and, in most States, with a single state owned electricity board or public enterprise. In Delhi and Orissa it is with private companies who cover vast geographic areas. No supply is made directly to practically any end user. Disconnection to the SEB means that all end users are disconnected, including paying users. The suppliers are central government owned companies, other SEB’s, and in recent years, a central government owned intermediary between supplier and buyer states, the Power Trading Corporation. The seller states prefer to have this intermediary, to ensure that they are paid, even when the buyer states do not pay PTC. 

Defaults are by these large intermediaries, the SEB’s, to central government owned generation, transmission, fuel supply and transportation companies. The political equations between Centre and States prevent these defaults from ending in Courts, filing of winding up petitions against the SEB’s, or seizing their assets. The state governments may well (if such attempts are made), encourage retaliation against the suppliers. In other trading situations, supplies are stopped till payments are made. The SEB’s should be doing this with user customers, but do not always do so. SEB’s can do so without much difficulty. But their suppliers cannot. The supplies to a State are through a regional Grid. Disconnecting a State will impose the burden of all the fixed costs of the transmission system on the remaining paying customers. I understand that there are other technical consequences on the generators and remaining customers, that also will add to costs.

What is possible is selective disconnection. Thus, if Andhra defaults, perhaps Hyderabad can be cut off. But the long-term solution is to abolish the monopsony power of the single buyer and distributor in a State or in a large part of it. That will also demand a neutral electricity despatcher who will follow supplier instructions to disconnect defaulters.    (401)

