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One of the major reasons for the efficient and timely de-
velopment of infrastructure in several countries of the
world has been the institution of independent regula-
tory bodies that have provided an opportunity for pri-
vate sector capital to flow into these sectors without
jeopardizing the interests of the consumer. Several in-
frastructure projects and activities are seen as a natural
monopoly, most typical of which is the electric power
supply industry, and therefore, private sector operators
could, if unregulated, derive huge monopoly rents and
impose an economic burden on consumers.

India, with its past emphasis on government control
over the commanding heights of the economy, treated
infrastructure development solely as a public sector ac-
tivity. However, with the new approach of liberaliza-
tion in the early 1990s, it became essential to create an
institutional mechanism by which private sector invest-
ments could be attracted into the infrastructure sectors.
Thus, the need was felt for setting up independent
regulatory bodies in the infrastructure sectors in this
country.

In the electricity sector, the central government
passed the ERC (Electricity Regulatory Commission)
Act in 1998, enabling the setting up of autonomous
regulatory bodies at the central and state levels. In June
2003, the Government of India notified the Electricity
Act 2003, to bring about a qualitative transformation of
the Indian electricity sector through a new paradigm
and to create a liberal framework for development of
the power sector by distancing the government from
regulation.
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More than a decade has passed since these inde-
pendent regulators were established and a number of
regulatory orders impacting different segments of the
sector have been issued by them. The time is right to
undertake a systematic assessment of the impacts of
these orders on the overall development of the sector.
The evaluation of effects and effectiveness of any policy
needs to be built into the design of the policy process it-
self. This will encourage regulators and policy-makers
to function in a structured way and also increase ac-
countability of regulatory actions. Keeping this in view,
TERI has recently set up CRIA (Centre for Regulatory
Impact Assessment) to undertake theoretical and em-
pirical research on the process and impact of regula-
tion. This assumes even greater importance in view of
the challenges that the regulators face and the increas-
ing complexity of emerging issues like open access,
trading, and competition.

This book examines in detail the effectiveness and im-
pact of tariff orders in the distribution segment, issued by
nine state electricity regulatory commissions of India
(Andhra Pradesh, Assam, Delhi, Jharkhand, Kerala,
Madhya Pradesh, Maharashtra, Uttarakhand, and West
Bengal). It not only provides useful analysis of the impact
of these orders on consumption and access, efficiency, fi-
nancial performance, competition and consumer-related
issues, but also assesses whether the regulatory systems
follow the principles of good regulation in these nine
states. It thus addresses issues that are of great relevance
and would enhance our knowledge and understanding of
the regulatory process as a whole.  This book would be
excellent reference for all those involved in various as-
pects of regulatory activities in the country.

(R K Pachauri)
Director-General, TERI

vi Foreword



Significant developments have taken place in the
Indian power sector over the last few years. Many
states have established their regulatory commissions
and have issued tariff orders. SERCs (state electricity
regulatory commissions) have taken a variety of new
initiatives to further their attempt to minimize ineffi-
ciencies that have been marking the system. Tariff
rationalization process has been carried forward by the
regulatory commissions in their subsequent orders. The
MoP (Ministry of Power) has also issued the NEP
(National Electricity Policy) and the NTP (National
Tariff Policy).

A comparative analysis of the approaches adopted
by the regulatory commissions in different states, espe-
cially while determining the ARR (annual revenue re-
quirement) and tariff for the utilities can bring to light
the consistency or inconsistency in approaches being
adopted across the country.  Moreover, the resultant
policy recommendations would serve as a guide for
policy-making to achieve a more constructive, robust,
and useful regulatory structure across the country.
Keeping this in view, this publication examines in detail
the effectiveness and impact of regulatory orders in the
distribution segment of the Indian power sector. It draws
from the study on the analysis of tariff orders for nine
states undertaken by TERI for the MoP in 2006 and other
information and data available in the public domain.
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