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P government has been
quick, perhapstoo quick, to annou-
nce a 50 percentreduction in power
tariffs for those who consume less
than 400 KWh per month of elec-
tricity. This isvery generous, anditis
expectedthat 28 millionconsumers
3.4 millionwill benefit.

kwh/ month support? Eled
ion varies frc

For the middle class only

Like the free water quota, AAP's power tariff cut will benefit those who do not need it

Among the poorest 10per centur-
banconsumersinDelhi, 76 per cent
had a TV,93 percentan electric fan,
25 per cent a refrigeratorand 26 per
cent acooler. Among the bottom 30
per cent of the consumers, 83 per
centhada TV.95 percenthad afan,
45per centa refrigeratorand 40 per
cent had a cooler. Thus, 200 units
permonthare adequate for the bot-
tom30percentof the consumers.
Amongthe bottom 30 per cent
of the households, AC owners are
exceptional. Thus the power sub-
sidy is targeted at not just the poor
but also the aspirational middle
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class, ' dh aub-
sidy. Such a generous limit means
there will be little incentive for the
middle class (0 use electricity fru-
gally. Subsidies can be justified for
mierit goods that the society wants

blesh

- In India, the

towinter. Th thataco-
nsumer with four light points,
ceiling fans, a refrigerator, acolour
TV.aroomheater, acoolerand ele-
ctrie geyser will need around 210
kWh in a winter month, and 180
kWhinasummermonth. Onlywh-
enahousehold ownsan air conditi-
onerwillit use 400 kWh/ month in
the summer. Ahousehold with these
appliances is not likely to be poor.

policy ) 3
power in2006.considers 30 kWh per
household permonth as meritcon-
sumption. Thisis the bare minim-
um. Theso acceptableminime
umstandard of living improves asa
society becomesricher. Since Delhi
isacomparativelyrichstate andhas
a comparatively severe winter, 200
kWh may he justified. But subsidy
for 400k Whis difficultto defend,

| WINTER |SUMMER

ly

ACFL light points operating 6 hours a day 10 10
2ceiling fans of 65 Watt each operating 12 hours | 0 | 50
ColourTV 10 10
25 litre geyser bucket bath s | o
Refrigerator 45 60
400 watt Room heater- 8 hours/day 9% | o
Cooler 0 50
Monthly | 206 | 180
1.5 Tonne AC 10 hours a day - 20

ith ACi |- | a0

Does the lower price imply a
subsidy? Onecan argue that redue-
tion in price does not constitute a
tmerely takes away undue
profis from the distribution compa-
nies who are overcharging consu-
mers. The proposed auditof power
distribution companies (discoms)
by the CAG should show if this is.
so. The Delhi Electri;
toryCommission (DERC), ifith:
doneits jobwell, should have looked
into the costs of supply. which

would mean the CAG audit is un-
likely to reveal substar
tions. In any case. it would have
been prudent towait until the audit
isdone. Yetone can be reasonably
certain that the new tariff rate of
Rs 1.95 for up to 200 units, or even
Rs 2,90 for up to 400 units, cannot
cover the cost of supplying power
and will involve some subsidy. In
short, the benefits are for the “ha-
ves™ and not “have-nots”. Surplus
funds or even subsi any.

should be mandated to be used to
give eleatricityconnections to have-
nots. What isworse isthat the other
states have started o make similar
promises, though they are not lar-
gelyurbanstates. InDelhi, technical
transmission  and  distribution
(T&D) lossesshould be much less
due to its compact geography and
high density. If other state govern-

is not available tomeetexpenditures
to fulfil the 18 critical promisesthat
the AAP has made. For example,
providing a water connection (o
those who do not have it, building
schools, having more teachers, in-
creasing public hospitals, shelters
for the homeless — all this also
needs resources, Prioritising among,
variousexpenditures isunmoidable.

want of water are those without
piped supply. The amount being
spent on subsidy for free water
should be spenton reaching water
to them. Having spent a large part
ofour livesworking on energy, nat-
uralresources and climatechange,
we are deeply concerned that this
largesse 1o the middle class — no
different from what other parties

ments follow the AAP.it could jeop- To some extent, the AAP gov-  offer to the poor — stalls the drive
ardisethe power sector foryears.  ernment can cut down expenditure  forenergy and waterconserv:

The AAP gov wsthat  through improving gy efficiency and. it
this is a temporary measure for  efficiency. Itis doubtful thiswillb ergy 1subsidiesthat d

three months and would be revised
once the audit is done. However,
our experience is that a subsidy
once given is difficult to withdraw,
Even when the government com-
pensates firms for subsidies. such
compensation isoften ved ¢
the quantum isdisputed. Thisraises
uncertainty andrisk for distribution
companies. They have less incen-
tive Losupply power to poorercon-
sumers. Thus, the areas whe re rela-
tively poorer people live ma
more powercutsand interruptions.
Delhi cannot print money for
deficit financing (which the Centre
can). Delhi has a surplus budget,
thanks to substantial support from
the Centre. However, whatever is

IF OTHER state
governments follow the
AAP, itcould jeopardise
the power sector for years.

adequate to fund its priority prog-
rammes. In any case, the subsidy on
electri andquite

not promote wise choices in tech-
nology are notwhat we expect.
Many have voted for the AAP
oprovidecorruption-free govern-
ment, and not necessarily for cheap
electricity and free water. Nowthe
AAP has to serve even those who
didnotvote thistime, but may vote
for them in future. They may wis
for corruption-free government
butnot free and chy diesthat

a bit of it will accrue to those who
do not need it. A more targeted
approach would have served AAP's
objectives better.

The same is the story for the
water quota of 700 . which is
free. The beneficiaries are those

dsuppl

would lead o scarcity, disruption
and lower reach to the poor in
future. That should not be the
AAP’s platform.
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