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The unpopular decision to approve a 46 percent gas hike was withdrawn in a meeting 
of the Economic Coordination Committee (ECC) on Monday. The government has 
now proposed an alternate gas price reform plan, which does not affect the poor, but 
increases the contribution of the rich. The PTI blamed the last government for the 
Rs156 billion annual deficit in the gas sector. But one must wonder what kind of 
accounting is happening in the gas sector. The annual and quarterly reports of both 
SNGPL and SSGC continue to report profits. The SNPGL accounts for the year 2016-
17 claim that the company made the ‘highest ever in its history.’ 
How can there be a deficit when gas companies are claiming sound financial health in 
their account statements? One should expect the finance minister to take the stage and 
explain where the deficit is and why Ogra feels the situation is poor enough to 
propose the tripling of gas prices across all sectors. The real issue seems to be the 
guarantee of a 17.5 percent rate of return to the companies promised by the 
government. The deficit seems to be the differential between the promised profits and 
the actual profits that the companies are able to accrue. 
One must wonder how such a high rate of return has been promised to public-sector 
enterprises. Given the guidelines it is operating under, Ogra could be justified in 
asking for a tripling of gas prices, but then there is a problem with the guidelines it has 
been provided. Should there not be a case for the government to revisit the rate of 
return promised to gas distributors? A crude analysis of the annual and quarterly 
reports of gas distributors does not flag up any cash flow or profitability problem. 
How are the CEOs of public-sector gas enterprises justified in raising the alarm bells 
of a circular debt crisis in the gas sector? Perhaps the accounts are not telling the full 
story. Perhaps gas-sector officials and the assemblage of experts are not telling the full 
story. The case for what is labelled free-market reform of the gas sector is not an 
obvious one when the financial health of gas companies seems sound in their own 
accounts. There is a need for a conversation which opens up the question of whether a 
price hike is in fact needed for the health of the gas sector. The evidence in support of 
a price hike seems flimsy, given the details on the surface. The finance minister would 
be served better – and would serve better – by asking serious questions about the 
matter. 
 


