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Apart from the current severe power crisis, the country requires about 36,000MW of electricity in next five years or more than double the current generation capacity of 15,000MW. With the demand growing at eight per cent per annum, the nation would need to have at least 114,000MW capacity by 2030, if it wants to attain a respectable economic growth rate of 5-6 per cent.

All power projects – public sector hydro, thermal, independent power producers and rental power producers – currently under different stages of implementation would produce no more than 5,000MW in the next 3-4 years. That means urgent measures are needed now to start construction of hydro and coal-based power projects. 

There is identified potential available in Azad Kashmir, Gilgit-Baltistan and Khyber-Pakhtoonkhwa to generate over 25,000MW of non-controversial non-dam hydropower projects. These could be started immediately as they needed 5-7 years to come into production. An additional 20,000MW of electricity potential could be tapped by constructing big dams. The only missing link on that front is political will. 

A lot of precious time has been lost to the bureaucratic wrangling and petty benefits of those working in energy-related organisations. The federal and provincial secretaries and heads of Wapda, Pepco and similar regional authorities should be held accountable for tight implementation schedules if power deficit has to eliminated. 

Thar coal alone has the capability to produce about 20,000MW of electricity in about 10 years time for next 40 years. More than 10 years have been lost in an unfortunate bickering between the federal and provincial governments over who should develop one of the world’s largest coal reserves. The nation can no longer afford these kinds of useless squabbling.

The shortfall also brings into focus energy import options. The inordinate delay in the implementation of Iran-Pakistan pipeline means a continuous shortage of over 5,000MW of gas-based electricity generation and a resultant drain on foreign exchange on import of furnace oil. Likewise, the import of 1,000MW of electricity from Iran and about 4,000mw from Tajikistan and Kyrgyzstan also remain elusive so far. 

The recent three-day energy conference participated by all the provincial chief ministers and relevant organisations and stakeholders has led to a positive outcome of demand side energy management measures or demand suppressing methodologies. The very fact that the political leadership from federal and provincial governments put their heads together to address a national crisis in itself is no mean achievement but this also indicates that politicians come into action only when crisis starts to challenge their own existence. Still, two public holidays a week, closure of businesses at sunset and staggering of industrial holidays among other conservation measures, though very important, have a cost to the economy, incomes of the general public and a change in the way of life. 

The challenges are enormous given the fact that foreign dictated policies have been restricting development of power projects in public sector. Over the last 20 years or so, Wapda and its companies have been under a ban to initiate electricity generation projects under the policies of liberalisation and privatisation, although similar projects in public sector cost around 30 per cent less than the private sector. The non-implementation of 1995 and 2002 hydropower policies in letter and in spirit has resulted in driving away hydropower investors.

Over reliance on thermal power projects has resulted in continuous increase in foreign exchange spending in import of fuels, unaffordable energy costs for consumers, huge subsidies and enormous inter-corporate circular debt. This, at the end, overexposed the financial sector, drying up further investment in power capacity addition.

Discouraged by a lack of interest in the private sector, the government is now forced to reconsider its policy and is adding about 8,800MW capacity in the public sector by 2015; it continues to depend on RPPs to meet electricity shortfall that now stands at more than 5,500MW. There are clear indications that although very expensive, RPPs’ exit may not be possible. 

The public sector spending would fill in the capacity deficits and the government would be making substantial allocations in the 10th Five-year Plan currently under preparation. The US administration is being wooed to support the programme and involve American companies. 

The government feels that the private sector appetite to arrange fast-track projects is exhausted and all-out efforts, including incentives for higher returns on investments, will not work in the shorter run because the present situation is a ‘hard-sell’. 

The 10th Five-year Plan will focus on industrialisation in the medium and long-term that would need sufficient power supplies at an affordable rate. Also, a concerted programme would be implemented to convert all agricultural tube wells from diesel engines and electricity from national grid to localised solar panels to reduce their cost of operation and reliance on imported fuels.

At the same time, the current privatization model for generation and distribution companies of Wapda is to be changed to management contracts, leasing and equity injection through initial public offerings to avoid creation of private monopolies like the Karachi Electric Supply Company (KESC). This thinking follows realisation that privatisation without competition is bound to create monopoly in private sector as happened in case of the KESC. Its outright sale could not meet the stakeholders’ expectations; rather it has been a nightmare for customers. 

The sale of KESC had achieved none of its objectives and is no better condition than it was in 2004 when it was privatised. The government has to provide even higher subsidies and special treatment to the KESC now than it did six years ago. As a result of shoddy work relating to privatisation of power companies over the past two decades, the creation of a competitive electricity market has remained a dream, for which, the much publicised corporatisation and unbundling of Water and Power Development Authority (Wapda) had been taken in hand about 20 years ago. 

Consumers as well as the national economy have not been able to get the promised benefits of power sector reforms despite the creation of a large organisation like the Pakistan Electric Power Company, separation of the hydro wing of Wapda from power companies, injection of billions of dollars of foreign loans and more than eight times’ increase in electricity tariffs. 

