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Dr Ruet in his earlier book on SEB’s in India argued that the fundamental problem of state electricity boards was the absence of a management or enterprise culture. He has again established through his further studies of their operations that SEB’s  have an administrative culture. Unbundling was expected to bring transparency into their operations. Corporatization has had little effect on efficiencies since it has not changed the culture from paperwork, procedures and processes of government. Authority stills remains concentrated in the Power Secretary in the State. Only, there are now Managing Directors instead of SEB Members. 

This book goes farther than his earlier book and argues that the SEB culture must change if they are to perform better.

 He highlights the irrationality of the State to the SEB. There are few policy directives. Instead there is a plethora of minute political and executive instructions. Measures of performance are about adherence of procedures with no focus on costs and efficiency. 

The book provides graphic descriptions of the internal decision-making processes in SEB’s. Highly centralized and with a culture of putting everything down on paper, real authority rests with Government. He concludes that internal organization matters, as do the decision-making processes. Choices must be conditioned by information and reporting systems. In SEB’s they do not exist. He describes the hierarchical nature of SEB organizations and the deleterious impact on executive decision-making. 

His description of the Budget processes in SEB’s is depressing. It has nothing to do with efficiency, cost control and quality but with protecting turfs and evading individual responsibility. Costs are budgeted for but not incomes. With state electricity regulatory commissions requiring annual revenue requirements for determining tariffs, SEB’s have to forecast incomes and expenditures. No SEB has successfully presented even close approximations. There is no flexibility to the operating executive for reallocating funds and no cash with field executives for petty payments. Physical inputs when sanctioned are sent centrally from the Board to divisions and circles. Information is not integrated and reports cannot be used as centralized management tools. 

There is no set procedure for calculating subsidies. Reimbursement depends on an evaluation by the government of its own resources and how holding back reimbursement might affect the availability of power to the public. Often subsidy reimbursements are out of funds sanctioned for capital expenditures. 

All dealings with cpsu’s like NTPC especially on supplies and payments are by the State Power Secretary. Unlike commercial enterprise managers who negotiate purchases, payment terms, etc with their suppliers, SEB managers have no authority. 

Dr Ruet does not discuss the ABT (availability based tariff) introduced by CERC in 2000 that has enabled some SEB’s to trade in electricity, earn extra incomes, and brought entrepreneurial initiatives and culture to SEB’s.  

Unlike a company SEB’s have none or limited property rights, no asset lists and values. They have little motivation to repair burnt out transformers and other equipment even when the cost is small and the resultant benefit to power supply for the community is great. They also do not have rights over their cash flows. Corporatized SEB’s have much paper work to accomplish before getting the control but it is largely escrowed to suppliers. 

Dr Ruet questions if there are alternatives to the World Bank model of unbundling and corporatization. By themselves they have had little positive effect in improving efficiencies. His answer is ‘enterpization’, the bringing in of a management culture. He commends the Delhi model of public-private partnerships through contracts that might lead ultimately to full-fledged private ownership. But he says that achieving it will require considerable change in administrative mindsets both in governments and in SEB’s. They have to move from nil management culture to one in which managerial attitudes and practices are at the fore. 

It requires adequate capitalization and handing over of property rights to the SEB. Lenders need asset registers to know the asset backing. The SEB will have to be reorganized around cost and efficiencies as the central concepts. Budget allocations and strict budget constraints must apply. A transparent and synthesized management information system must deliver timely management information as tools for the field and as well as control tools for headquarters. Coordination between field and headquarters must be structured with considerable autonomy to operating executives. 

The book is short on discussion of electricity regulatory commissions and their role in bringing about an enterprise culture in SEB’s. It devotes excessive and unnecessary space to theoretical concepts that are fairly obvious in any good management school. Ruet does not use the body of literature after the CERC was created in 1998 and the many decisions of regulatory commissions and Courts. He ignores the tendency of central and state governments to withhold powers from regulatory commissions. 

Despite these lapses the book must be read by SEB’s, Regulators and government officials. It provides an alternative approach to the World Bank model but forgets that Indian governments will never allow autonomy as required for ‘enterprization’ of SEB’s. That is also why eliminating government from SEB ownership is essential.     
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