The Constitution and Electricity by S L Rao
   Item 38 in List III of the Seventh Schedule of the Constitution of India places electricity in the concurrent list, that is, on which both the central and state governments have jurisdiction. In practice this has meant that the Centre takes charge of all interstate and international matters, as well as where the ownership is rests with the Centre. The state government is responsible for matters within the state.  The central government cannot direct the state governments to improve distribution or generation efficiencies or to run the power system in a way that there is no drain on the financial resources of the state. Since state governments are closest to their voters they are influenced by the local pressures and requirements. Electricity has become something of a necessity for both the home and for work and state politicians have learnt that giving it cheap or free and plentifully is a sure way to get votes in elections. This has been experienced in Tamil Nadu, Punjab, Andhra and Karnataka. State government ownership has also led in many states to gross indiscipline in functioning of the government owned power system. Collusion by employees in theft and poor maintenance of equipment are common. 

      The concurrent nature of jurisdiction on electricity has led to inefficiencies in the system. Since state governments today own almost all the distribution and perhaps 60% of the generation facilities in the country, this substantial part of the power system operates inefficiently, unprofitably and is a major drain on government resources. It is not as if central government ownership is necessarily better; but on the whole it has performed better than state owned facilities.   

   The Centre, in the absence of powers over the state systems, has tried financial incentives to encourage state governments to run their systems more efficiently, privatize distribution, separate load dispatch functions from their transmission and distribution enterprises, renovate and modernize their generation, but with very moderate success.

   State government electricity enterprises if they were in the private sector would have to generate cash revenues to function. Banks will not lend funds to them beyond a point. However, state governments use their overall revenues and divert expenditures from other people-centered and important investments to pay for the drain on their resources from their electricity enterprises.  This is a situation in which all political parties are participants since there is competitive electoral politics that determines their reactions. Unless they together change their attitudes to inefficient and below-cost electricity, there is little hope of any sustained and large increase in electricity supplies in India.

   In this context we must question the foresight of our nation’s founders in making electricity a concurrent subject in the Constitution. If it had been a purely central subject there could have been more consistency over the country and possibly a more efficient and rational power business. This is not alterable and the Centre must make better and bigger use of incentives, as well as prevent diversion of central grants for any purpose to meeting expenses on subsidizing electricity. (512)

