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		Abstract

		India’s future electricity capacity needs would vastly increase if its recent strong economic performance continues. The purpose of this paper is to analyse the electricity capacity expansion needs, investment requirements and the challenges faced by the country in funding its power sector investments. It also considers regulatory and governance challenges facing India’s electricity sector and suggests options to ensure a reliable, affordable and secure electricity supply in the future.     

The impact of high economic growth on the capacity needs of the electricity sector is established through a critical review of demand forecasts and capacity expansion studies. The paper then analyses the investment needs for capacity expansion and highlights the challenges related to funding considering the present regulatory framework and industry governance structure. The paper then indicates a way forward.    

The paper finds that India’s electricity capacity would increase to 250 GW by 2015 and can reach between 500 to 900 GW by 2030. To ensure such a capacity growth, between 15 and 30 GW of capacity has to be added annually over the next 25 years. This would involve an investment between $30 to 55 billion per year in power supply infrastructure. As this size of investment is significantly higher than the present level, and given the poor financial condition of the electric utilities in India, funding such investments would be a major challenge.    

 The paper suggests that in the medium to long-term better demand forecasting, demand management, promotion of group captive power with open access, engagement of franchisees and use of smart technologies for performance improvement would help prepare grounds for tariff rebalancing and providing correct price signals. However, in the short term, state support has to continue to ensure a sustained economic growth to ensure affordability to large poor and vulnerable groups and given the continued state ownership of the distribution business. 
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