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The government has continued to give mixed signals about the state of the country’s energy
sector. With decisions set to be made around the petrol, gas and electricity sectors, the
government has chosen to remain in crisis mode — despite the fact that the decrease in petrol
prices will be of relief to citizens. The first surprising news has been the decision to increase,
rather than decrease, electricity tariffs. The increase has come after power sector officials briefed
the media that they would be looking to cut tariffs this winter. This continues to reinforce the
feeling that different parts of the state apparatus are not working in sync. If anything, the
government last Thursday approved an increase of tariffs higher than the one allowed by Nepra,
apparently to meet the target of adjusting power tariffs quarterly in line with the IMF agreement.
This means that the plan to incentivise the use of excess capacity that is left dormant in the winter
has been shelved. While even the World Bank has recently admitted that raising tariffs is not the
solution to Pakistan’s power sector problems, the government has maintained the same
trajectory, which means that it will continue to be dogged by excess capacity payments for
dormant power generation capacity.

Moreover, one would have thought that the proposed three percent decrease in petrol prices
would be sufficient justification for decreasing electricity tariffs. While the IMF-led governance of
the power sector since the 1990s shares responsibility in the state of the sector today, one
government after another continues to blindly follow external dictates. In terms of the petrol
sector, the distribution of the price cuts shows some thought going into the price cut, where
industries and heavy transport will get a bigger benefit. However, one must wait to see what the
government decides on the matter.

On the other side, in the gas sector, the government continues to divert expensive RLNG gas to
domestic consumers, which has continued to cause a surge in circular debt in the gas sector.
Someone needs to answer for the fact that circular debt in the gas sector has continued to rise
despite the fact that gas tariffs were massively hiked last year. Here, the government agreement
with the IMF was the opposite: it promised not to use LNG to supply domestic consumers given
the high cost. So the government continues to play a strange juggling game, none of which is
producing better financial outcomes in the power sector. One can only wonder how long such
confused policies will continue.
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