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Abstract
Most of the infrastructure services in India are government-owned
and supervised. In order to attract private investment to other sec-
tors, the  government introduced the institution of independent
regulation into electricity and is considering doing so in such sec-
tors as coal, and oil and gas. Electricity regulators have been in
place at the Centre and the states for periods varying from two to
six years and have been given powers to regulate tariffs, transmis-
sion, and certain private investments. They are enjoined to pro-
mote competition, efficiency, and economy in the sector,
encourage private investment, and safeguard consumer interest.
They have the contradictory objectives of making the sector finan-
cially viable in order to attract investment, and yet improve the
availability, accessibility, and affordability of electricity.  They have
to perform their functions through government-owned enterprises.
This has posed difficulties in terms of inadequate and inaccurate
technical and financial information, governments supporting the
utilities in bypassing the regulators, defiance of regulatory orders,
non-compliance, and frequent challenges in courts. Regulators and
their staff tend to be people drawn from government service pre-
cluding fresh thinking or independence from government prac-
tices. While the courts have on the whole been supportive of the
regulatory orders, decisions have taken time and caused delays in
the implementation of much-needed changes.
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Regulatory dilemmas
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Table 1 Projected versus actual profits achieved (in Rs)

1999/2000 2000/01 2001/02*

Distribution
companies Projected Actual Projected Actual Projected Actual

WESCO 65.6 (581.8) 389.3 (1118.9) 493.1 (408.1)
NESCO 168.6 (542.7) 467.9 (1228.0) 778.3 (2080.5)
SOUTHCO (258.5) (873.7) 435.0 (860.5) 222.0 (837.2)
CESCO (1295.6) (1777.3) (391.5) (1722.9) 1321.2 (2396.8)

WESCO � Western Electricity Supply Company; NESCO � Northern Electricity Supply
Company; SOUTHCO � Southern Electricity Supply Company; CESCO � Central Electricity
Supply Company
*Unaudited
Note Figure in parenthesis means loses
Source The Kanungo Committee Report (2001)
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Table 2 Transmission and distribution losses proposed by utility and actually achieved.

Utility Year Proposed (%) Approved (%) Actual (%)

MSEB 2000/01 27.66 26.87 39.40
UPPCL 2000/01 34.97 29.97 39.47
Orissa 1999/2000 47.00 35.00 45.68
Haryana 2000/01 40.76 35.76 47.71
Gujarat 2000/01 21.00 30.00 28.00*

MSEB � Maharashtra State Electricity Board; UPPCL � Uttar Pradesh Power Corporation Ltd
*TERI estimates
Source Tariff orders and tariff petitions
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Table 4 UPERC tariff order on KESCO tariff petition

Item Proposed Approved Difference Actual

T&D loss (%) 28.2 25.2 3 32.3
Collection efficiency (%) 78 100 22 79.04
Depreciation rate (%) 7.3 4.8 2.5 7.3
Employee cost (million rupees) 372.2 322.4 49.8 390
Revenue requested (million rupees) 6050 5450 600 5440

Source Sarkar and Sharma (2001)

Table 3 Extent of over-estimate of demand in Orissa

Item Estimated Actuals Actual to projected (%)

1996/97 9785 9306 95.09
1997/98 10902 9771 89.63
1998/99 12726 10128 79.59
1999/2000 13902 10229 73.58
2000/01 14809 11231 75.84

Source The Kanungo Committee Report (2001)
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