
The Orissa Experience: Privatization Of
Electricity Distribution Unveiled
Privatization has long been a topic of controversy when it comes to essential
services, and electricity is no exception. In the Indian state of Orissa, the shift
from a state-owned electricity distribution system to a privately owned one has
gained significant attention. It is an experience that offers valuable insights into
the outcomes, challenges, and potential benefits of privatizing electricity
distribution.

The need for change

Before diving into the Orissa experience, it is essential to understand why
privatization was considered in the first place. The state-owned electricity
distribution company was grappling with numerous issues, including inefficient
operations, frequent power outages, revenue losses, and a lack of infrastructure
upgrades. It became evident that a change was necessary to modernize the
sector and provide more reliable electricity supply to the population.

The privatization process

In 1999, Orissa embarked on an ambitious journey to privatize its electricity
distribution. The government introduced a competitive bidding process open to
both domestic and international players. Companies were required to submit
proposals outlining their strategy, technical expertise, financial capabilities, and
plans for infrastructure development.

Privatization of Electricity Distribution: the orissa
experience by K Ramanathan ([Print Replica] Kindle Edition)

5 out of 5
Language : English

http://dl.neutronbyte.com/pdf-file/Wa18oYTP/e/wjkK/OPMw/BxVyV/Privatization-of-Electricity-Distribution-the-orissa-experience.pdf


File size : 4362 KB
Screen Reader : Supported
Print length : 386 pages
Lending : Enabled

After thorough evaluation, the contracts were awarded to multiple private entities,
dividing the distribution network across different geographical regions. This
approach aimed to encourage competition, improve service quality, and reduce
the risk of monopoly.

Improved infrastructure and service

One of the main promises of privatization was the development of modern
infrastructure and improved service quality. The private companies invested
heavily in upgrading the distribution network, introducing advanced technology,
and implementing robust monitoring systems.

This resulted in a significant reduction in power outages and improved service
reliability. The upgraded infrastructure allowed for better load management,
enabling a more balanced supply across different areas. Consumers experienced
fewer disruptions and a more consistent power supply, positively impacting their
daily lives and economic activities.

Efficiency and revenue generation
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Efficiency is a crucial aspect in any privatization effort. In Orissa, the new private
entities streamlined the distribution processes, optimizing the overall efficiency of
operations. This allowed for quicker response times in resolving issues, reducing
downtime, and minimizing wastage.

Additionally, privatization led to a significant increase in revenue generation. The
private companies introduced innovative billing systems, improved meter reading
accuracy, and implemented stricter collection procedures. The revenue losses
that were prevalent under the state-owned system were significantly curtailed,
providing a more sustainable financial model for the electricity distribution sector.

Challenges faced

Although the Orissa experience showcases the potential benefits of privatization,
it also faced its fair share of challenges. The transition from a state-controlled
system to a privatized one was not without difficulties. Some of the key
challenges included resistance from labor unions, infrastructure rehabilitation
costs, and initial public skepticism.

Labor unions expressed concerns over potential job losses and changes in
working conditions. The privatization process required significant labor force
restructuring and upskilling to align with the new operational requirements.
Special attention had to be given to address these concerns and ensure a
smooth transition for employees.

Infrastructure rehabilitation, while essential, incurred substantial costs. Upgrading
an aging infrastructure posed logistical challenges and required strategic planning
to minimize disruption during the implementation phase. Despite these obstacles,
the long-term benefits of an upgraded network outweighed the short-term costs.



The public also had reservations initially, with doubts about whether privatization
would truly improve their electricity experience. Building trust and confidence
among consumers required extensive transparency in the process, effective
communication, and tangible improvements in service delivery. Over time, as the
benefits materialized, public perception gradually shifted in favor of the privatized
system.

Lessons learned and the way forward

The Orissa experience offers valuable insights into the privatization of electricity
distribution. It highlights the importance of careful planning, effective
communication, and addressing workforce concerns during the transition. The
positive impact of infrastructure upgrades, improved service quality, and
increased revenue generation cannot be understated.

While challenges are inevitable, the potential benefits of privatization are
significant. It encourages competition, drives operational efficiency, and allows for
the of innovative strategies and technologies. The Orissa experience can serve
as a framework for other regions and countries considering similar privatization
initiatives, emphasizing the importance of investing in infrastructure, optimizing
service quality, and prioritizing consumer satisfaction.

Privatization of electricity distribution in Orissa has been a transformative
experience. It has paved the way for improved infrastructure, enhanced service
quality, and increased revenue generation in the electricity sector. The challenges
faced along the way have provided valuable lessons.

Moving forward, it is imperative for policymakers and stakeholders to carefully
assess the potential benefits and challenges associated with privatization. By
learning from the Orissa experience, they can create effective strategies to



ensure a smooth transition, maximize the positive impact, and ultimately deliver
reliable and efficient electricity services to the population.
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Orissa was the first state in India and also in South Asia to introduce
comprehensive reforms in its state-owned electricity industry, including
privatization of the distribution business. The reform exercise was expected to
turn around the ailing power sector of the state and also serve as a model for
other states to follow. However, the results have belied many expectations and
raised a number of issues. These have been debated widely in various forums,
including the Orissa Legislative Assembly during early 2001. This book gives a
comprehensive but concise account of these, with special focus on the
distribution privatization experience in Orissa. Starting with the reform context, it
goes through the process and strategy for privatization to the post-privatization
experience.

The Orissa experience has also brought out the need for different models and
approaches for distribution privatization keeping in view state-specific
requirements. The National Capital Region of Delhi has already adopted a
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different approach and some of the other states are also considering alternative
models. The book presents some of the salient features of these models also.
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