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Discussing Electricity To Death     by     S L RAO 

It is customary with us, on issues of public policy, to repeatedly study and discuss a problem. After some time the issues are well understood, as are the options for action and their implications. But we do not have the political strength, courage and will to push for implementing the solutions. There is always a new ‘expert’ or leader who has to be heard. Often, to differentiate himself, he opts for a new study, to evolve a different approach. Meanwhile the problems get compounded, making solutions more expensive in financial and political terms.

This could well be a description of what has been happening in the power sector. Over the last decade, Ministers of Power and their Secretaries, and myriad managers in the public and private sectors, as well as consultants and other experts, have come forth with solutions. All that has happened is that the crisis has worsened. 

The contours of the problem are well known. Growing subsidies and cross subsidies have made even the more efficient state electricity boards dependent on government largesse from diminishing resources. Thefts of electricity have become so rampant that there seems to be a belief among many sections and their political leaders that thieving is a matter of right. Industrialists who will protest if any of their goods are stolen, lubricate the system to enable their thieving of electricity The government is unwilling to use its powers to stop theft. Efficiencies at all stages in the power system are poor, and central government companies argue that all costs must be borne by the customer, but all efficiency gains must be retained by the cpsu’s. Government ownership prevents the owners from demanding efficiency and discipline.   The electricity laws are antediluvian and give the monopoly to the state on all activities in power, as well as the authority to delegate some activities through licensing. If a customer wants to ensure that his industry functions without stoppages due to electricity shortages, he has to get the state monopoly’s permission to install his own captive generator. Access to transmission lines has to be permitted at rates determined by another group of state monopolies. A generator, who has or anticipates having, a surplus, cannot look for prospective customers and sell to them. He is allowed to sell only to the state monopoly. Similarly a customer can buy only from that monopoly. 

There is no prospect of eliminating subsidies in the foreseeable future. As the destitute and the aspirants among our population climb the ladder of consumption, almost the first service they will require is electricity. The cost of serving these small consumers is high, and they cannot afford to pay that cost. They have to be subsidized. Similarly, the WTO allows a level of subsidies to agriculture. Politicians will use it to the limit. They will not allow electricity subsidies to be eliminated. Governments must accept this reality and plan for it. Where will the funds be found? One possibility might be by selling government owned electricity companies and utilities and putting the proceeds (after providing for the displaced labour) into a corpus. Subsidies could be limited to the income from the corpus, plus whatever the annual budgets of governments can add to it. Cross subsidies also will stay with us for a long time. But limits on the extent of cross subsidization to be borne by any customer group can be capped by legislation. Instead of inducing new investors to set up generation capacities, existing users could be encouraged to set up such capacities for their own use. When not needed by them, it can feed the grid. In any case, most private, and especially foreign investment in power, leads to expensive power. It is better for the user to commit to buy and use the power, than for a distributor to do so. Further, it should be the responsibility of the generator to lay the line for bringing the power up to the grid. The regulator must rule on how soon access will be given and at what cost. The monopoly of the state on the purchase and sale of power must go. This will put pressure on the distributing utilities to improve efficiencies. And most importantly, the state governments must be compelled by public interest litigation and any other means, to enforce the law against the theft of electricity. 

We do not need discussion. We need implementation.  

