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Abstract

The main objective of this study is to identify tinwolvement of international powers in making ayerelated
policies in third world countries, particularly Fakistan. The policies adopted by the governmeRadistan, to
cope with the power crisis that has arisen durivegrecent years, are not local policies but ratherpolicies
imposed by international powers through institusidike The World Bank or International Monetary Buifhe
reasons and the procedures through which goverisnaeatforced to adopt such policies and their tesre
highlighted in this study.
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Introduction

In the modern technological era energy is consitiéoebe the backbone of any country. Modern inguatrd
conventional agriculture alike, everything is degemt on electricity. From turning on of a light time living
room to taking off of a rocket in space, nothingpisssible without electricity. It is, therefore, abvious
conclusion that the country which is independerpomer generation and produces cheap electricityexcel

in this era of globalization whereas those who leckhese points will struggle to keep pace with turrent
challenges. An ideal country will be the one whichs natural resources to make this idea of energy
independence a reality.

Pakistan is blessed with abundant natural resowtearious kinds. And yet the country is fightimgth the
biggest energy crisis of all times. The prepositivet a country blessed with huge potential of bygeneration
which is cheap and efficient, naturally favoreasisuited for Hydro generation of up to 55,000 Mand still
facing power outages of up to 20 hours a day is umterstandable. With a 55000 MW hydro-electricity
potential and the peak demand being less than @3y0Q, a surplus of 30,000 MW could be exported @one
valuable foreign exchange but this is not the chsstead there is a shortage of several thousamhwadts of
energy every year. This situation has broken tleklii@ne of country’s economy and 180 Million peopiling

in the dark, consider themselves living in the 8téwe. But why these natural resources are not aséueir
full potential and why wrong decisions or polictesve been adopted will be discussed later in tyep

South Asia is complex, unpredictable and politicalhstable region and it still remains mystericushie world.
Historically, invaders from other regions used Bo#isia as a convenient passage. The main playeSith
Asia are India and Pakistan. Pakistan, becausts sfrategic location has always been under gnélaence of
International Powers like USA and USSR. Pakistariopmed a vital role in different global issuesdikold
war, Afghan war and the War against Terror. Pakidtas always been a key player in defending istieef
Western powers and therefore received generousaaidthe US (Ali, 2009) as shown in graph below.

American aid over the years to Pakistan is showherfollowing figure.
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Figure 13 (Ali, 2009)

Other institutions which have provided Pakistanhwfinancial aid are the World Bank and the Inteiovzl
monetary Fund (IMF). Both the Institutions are sgly dominated by US policies. Both institutionse ar
responsible to integrate third world into the calit system (Ismi, 2004). These institutions fotigied world
countries for economic reforms like privatizatiardarade liberalization (Kovach & Lansman, 2006).

Pakistan has been a strong ally of United Statesdndependence. In the light of above discussienconcern
that arises here is: to what extent is the Int@wnat influence responsible for the current stdt¢he severe
Pakistani Power Crisis?

Energy Situation in Pakistan before Privatization

Since 1960 the gap between peak demand and supelgatricity is shown in graph below. The gap \sazall
during the early years as two big dams Tarbela Madgla were built. Although during the 90°s thermal
generation was increased when IPPs were commisklmutethe gap kept on increasing because of highafo
thermal generation.
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Figure 2 — Electricity Peak Demand vs. Supply (NTRCQ10)

The performance of WAPDA and KESC (two leading jmubéctor utilities at that time) remained satisfag
till the mid-1980s. In early 1990s there was a &y# of electricity.

In 1994 a power policy was formulated by GovernmehtPakistan and encouraged independent power
producers to invest in generation part of powetasecThe main source of generation used by priypaeer
plants was thermal. Thermal based private powentplatarted their operations in Pakistan as a tresul
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incentives and tariff that were attractive as vasligenerous which were offered by the governmeshirai994
Private Power and Infrastructure board (PPIB) westaldished, as "One Window Facilitator" to
encourage private sector contribution in the posector of Pakistan. PPIB assisted investors umdhing
private power projects and associated infrastrectaarry out Implementation Agreements (1A) witroject
sponsors and issues independent guarantees o deGalvernment of Pakistan. In 2003 hydro powes &0
opened to the private sector (Malik, 2012). Thiuled in increased electricity generation of PakisThermal
capacity of Pakistan increased significantly aftévate sector involvement as shown in figure below
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Figure 4 — Hydro Generation vs. Thermal GeneratidPakistan

Source:
http://www.eia.gov/cfapps/ipdbproject/iedindex3.etid=2&pid=2&aid=12&cid=PK,&syid=1980&eyid=2011
&unit=BKWH

New Public Management Movement

In the backdrop of severe criticism on public sedefficiency, a shift in the policies of the gomenents was
impacted first in US and later in West named as Newblic Management movement (NPM). The main
principles of NPM movement were:

* Need for Budget restraint

* Reducing bureaucracy

e Accent on results

e Service to the public

» Decentralization and devolution

« Contracting out

« Performance pay

e Accountability (Nef, Dwivedi & Khator, 2007)

The election of Margret Thatcher in Britain and BlohReagan in the United States gave powerful stippdohe
New Public Management Movement with the use of gigvsector involvement and operating principles
mentioned above. A report by UNDP in 1993 showed #0 percent of the wealthiest received 82.7 perok
the world’s income. During 1991 to 1997 the gapvkeh rich and poor was increasing at a rate of gér2ent
per year. In 1991, the same elite had control 8@epercent of the world trade, 95 percent of lo&Bspercent

of domestic savings and 80.5 percent in investmarisss the globe. Energy consumed by them wasrtem,
metals by 75 percent, timber by 85 percent and sumplies by 60 percent (Nef, Dwivedi & Khator, Z00

Global economic powers made use of various reglikesseneral Agreement on Tariffs and Trade (GAThg
World Trade organization, IMF, the World Bank, ttegjional banks, organizations for economic coojpmrat
and development (OEDC), the group of 7 and tratliegs: the EC, ASEAN, NAFTA and MERCOSUR. This
global structure influences institutions of a nafimamely, ministries of finance, treasury boardd aternal
banks.These devices are used by the world economic élitesder to manage their interests and maximieg th
profits. “Decisions...that reflect the interests loé tWest are presented to the World as...the desitteeoivorld
community. The very phrase, the world communitys hacome the euphemistic collective noun (replatieg
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free world) to give global legitimacy to actionsfleeting the interests of United States and othersi&fn
powers...through the IMF and other international etpic institutions, the West promotes its economic
interests and imposes on other nations the econpaiicies it thinks appropriate” (Nef, Dwivedi & Hitor,
2007, p. 39).

During 80°s and 90's structural adjustment programe initiated by IMF and The World Bank. Loansreve
given to countries for these programs and constitytolicies asking borrowers to open their econenfie
foreign business and trade and boost foreign exgghaarnings by promoting exports. Structural adjesits
programs have been implemented by many developitigns, which in turn resulted in making “third ebr
countries laboratories for these huge experime(®&Wanepoel & Beer, 2000, p.49The main areas of
implementations of these programs were privatiratimade liberalization, currency devaluation, detite
market liberalization, retrenchment and deregufatiewanepoel& Beer, 2000).

International Influences on Pakistan

After the downfall of USSR in late 80’s, capitalifracame the sole system of the world under whichdgenda
of privatization flourished unabatedly. To achiebese objectives, changes in the country’s lawsuigport
privatization of natural resources and public isfractures were initiated and then they also made that the
multinationals get the maximum share in this sdlenatural resources. For this matter they convintes
governments of the targeted countries like Pakigigdake huge loans in name of industrial progfess World

Bank or IMF. First big loan project was introdudadl989 and after that they (International Powenafe sure
that no public welfare infrastructure is made (LIRams) by the government. This led to the powesis@nd
made way for the IPPs and Rental powers.

IMF and World Bank

Two most powerful organizations in the world rethteo trade and finance are World Bank and IMF
(International Monetary Fund). Both institutions a@nvolved in forcing third world countries to opémeir
economies for Western penetration and also to &serexports of primary goods to rich nations. Tisésps that
are imposed by World Bank and IMF for finance depetent in third world countries had adverse effects
their economies, increased levels of poverty unegipént, malnutrition and illiteracy; whereas thefjis for
multinational corporations have multiplied (IsmgQ2).

Between 2002 and 2006, number of privatization d¢@s imposed by World Bank and IMF had risen. For
most countries the conditions imposed by World Bankl IMF, relate to privatization (Kovach & Lansman
2006). For example, 18 out of 53 conditions welateel to privatization when second Development Supp
credit was granted to Bangladesh in 2005. In Bateglh 50% of the population lives under the poviems;, and

it faces conditions imposed by IMF and the WorldhB#o privatize its banks, telecommunication aretelcity
sectors and additional reforms to facilitate prvaector involvement in gas and petrol sectors &€bv&
Lansman, 2006).

The same story forcing government of Chile to deaks from World Bank was repeated in 1972. This ti
first step towards destabilization plan of US. Tamk was used by President Nixon and his Natioralifsty
Adviser, Henry Kissinger, to “make Chilean econostyeam” (Ismi, 2004, p.8). The succeeding economic
crises led to the bloody coup of 1973. Substaaithiwas given to the dictatorship of General Augianochet
who was involved in killing of President Allendedanearly 130,000 Chileans during his 17 years oitrob
Three years of Allende presidency was given 27 lfomidollars, which is 13 times less then what vgagen
during 1973 to 1976 (350.5 million dollars) by Serld Bank to Chile. Unites State is the only cayribat has

a permanent place among the executive directotiseoBanks. Furthermore, the President of the WBddK is
appointed by the US (Ismi, 2004).

Power Sector under World Bank and IMF

From 1990 until 1996, the World Bank had a ‘no-fepdlicy for the power sector unless accompanied by
significant reforms (Woodhouse, 2005). These refomere to include private power producing or getirega
companies. The induction of IPPs in many countnias shown quite adverse results. In order to cdfiethe
situation of problems of costs, and other issukte@ to IPP’s, privatizing electricity utility amaling to some

(in particular the World Bank) is provided as smnt(Bayliss & Hall, 2000).

“Pakistan has had a long association with the IMfgined the IMF on July 11, 1950. The first timden the
Government of Pakistan asked for a loan was 1958hA IMF’s funding amount and pattern changed dtfie
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1970’s, right after a couple of shocks of oil praoed debt crises of 1980’s, it was 1988 when Pakiatcepted
policy packages suggested by the IMF” (Hakro & Alm2006, p. 36). So these reforms in power androthe
government sectors were initiated under the fungimograms of the IMF.

Independent power producers

IPPs are occasionally presented as innovative esuwt business for investment in electricity getiena For
instance, while signing the agreements for independower plants, Executive Vice President of Wa@#hk's
International Finance Corporation (IFC) said tha tnvolvement of private sector in electricity mis would
“enable the Government of Kenya to conserve limjgblic resources for other priorities, such ascation and
healthcare” (Bayliss & Hall, 2000, p. 3) .

This statement is rather deluding because IPP torsesvill not take part in building or buying a pemplant,
unless assurance is given that they will be repatt a profit margin, and to achieve this usuallypawver
purchase agreement (PPA) is placed. The electritiify in a country guarantees under PPA to pasthall the
power generated by power plant. Power costs anduhatity to be sold are precise. The governmefdrised
to buy fix amount of power produced by IPPs undex agreement even at higher rates. The government
therefore spends more on the power sector theeshycing scarce public resources which could haea bsed
for other sectors like education and healthcareenEf changes in demand occur or electricity ispdieg
through substitute sources, it remains obligatarytfie governments to purchase power without clmanthe
amount. The costs are already determined in foreighange, which ensures lavish profits for thegters; yet
decision makers are least concerned about howwtliisaffect domestic prices or at what cost thecuie
utilities will charge to its customers. If PPA igised it is quite difficult to change the terms yBss & Hall,
2000).

Scenario of Electricity in Pakistan after NPM

In Pakistan the main source of electricity generatis thermal which uses oil or gas as fuel. Thjzetof
generation is quite expensive and as Pakistantiamail rich country; the oil has to be importedrh Middle
Eastern countries. Per unit cost of electricitparated from thermal plant is much greater thancthst of
electricity generated from hydro generation. Thestcof electricity per unit is PKR 1.06 through hgdr
generation and PKR 14.74 through thermal power mg¢io@ by Rental Power Plants whereas IPPs are
producing thermal power at a rate of PKR 9.07 mitr WAPDA, 2012).

Thermal plants are inefficient and have extensiperation and maintenance costs (ICCl, 2012). Ferrwlc
used by thermal plants has become quite expensiwees of generating electricity during the receast(ICCI,
2012). The furnace oil has to be imported and cowsuforeign reserves (ICCI, 2012). The major fusisd in
thermal generation are oil and gas which accountafiout 81% of the total electricity being produded
Pakistan. This costs about 9.4 billion dollars jostfuel which is about 53% of the country’s tataports and
biggest cost on import bill (Saleem, 2013).Therp@ler plants have become a serious issue for theoety of
Pakistan as the power is generated using impottels,futilizing huge amounts of foreign exchandgQN,

2009).

The oil consumption in Pakistan has increased fsigmtly over the last three decades as shownguardis
below. The rise in oil consumption has increasiédhport bills of Pakistan. As thermal generatimereased,
prices of electricity were not adjusted accordingchange in international oil prices as a resultutar debt
broke out in 2006 (Malik, 2012), and in 2012 theeglar debt was PKR 373.236 billion (Ghumman, 2012)
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Figure 5 — Increase in Oil Consumption in Pakistan

Retrieved from:
http://www.eia.gov/cfapps/ipdbproject/iedindex3.etid=5&pid=5&aid=2&cid=PK,&syid=1980&eyid=2012&
unit=TBPD

The electricity generation in the country is refimn furnace oil imports; therefore any variatian the
international oil market directly affects power geattion costs. Similarly, any break in oil supplieay result in
power supply disturbance. During recent yearsptiees of crude oil have been fluctuating from U® $o US
$140 per barrel (Baig, 2011).
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Figure 8 (Ahmad & JHA, 2008)

The increase in oil bills over the years in Pakissashown in graph below
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Figure 9 — Increase in oil bills of Pakistan over years (Ahmad & JHA, 2008)

Natural gas is used as alternate fuel by someeptwer plants, but shortage of gas has also beserced
during past few years (ICCI, 2012). There has kesharp increase in the demand of natural gasubeast
shifting of public and private transport from pétim compressed natural gas (CNG). Hundreds of GhNBons
are working in all parts of the country, increasgap between demand and supply. There has beedditioa
of new gas reservoirs and so load shedding in ga®bcurred in various sector of the country (Ba@f,1). The
following graph shows increase in consumption o igaPakistan over the years.
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Figure 6 — Increase in Gas Consumption in Pakistan

Retrieved from:
http://www.eia.gov/cfapps/ipdbproject/iedindex3.etid=3&pid=26&aid=2&cid=PK,&syid=1980&eyid=2012
&unit=BCF

The gas consumption by sectors is shown in grafgwbét is expected that after 15 years the gasatehwill

remain same at 13.27BCFD while supplies are exgdcteeach level of 2.17BCFD as a result of deptetf
existing gas fields which will result in huge shialitof about 11BCFD by 2025.
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Figure 7 — Sector wise usage of gas in Pakistan
Retrieved from: http://www.isgs.pk/growth-in-palkistenergy-supply-mix-25

Another concern is related to the cost of elediriservices. It was claimed that because of paadibn and the
competition in the power sector, the electricitisbivould be reduced. However, on analyzing the grosector
privatization, it can easily be concluded that thas not in fact taken place.

Privatization has the prospect to decrease the adstervice condition; the price to the customesyrimcrease
(Baingana, 2005). The consumer pays a much highstrper unit of electricity consumed in PakistddGN).
This is because of 71.5% thermal-based electrisityut on the national grid. As mentioned earlre tost of
electricity per unit from thermal sources is qutgensive then hydro generation.

Conclusion

In nutshell, it can be concluded that the GovernnuérPakistan, somehow, under the internationdluénrfce
didn’t make rational decisions of referring to matly available hydro power resources which wereratant for
the country’s need and instead, from the lastetidecades shifted to private energy producers wrictiuced
electricity from oil and gas. This was expensive &d us to circular debt and in turn to power shawns and
death of economic growth. Privatization policieopigd by Pakistan to cope with electricity shortagere
implemented under the influence of the World Bankl aMF. Furthermore, privatization is a policy that
imposed by pressure in third world countries unelesnomic development by these institutions. Pakistas
always been strongly influenced by the world powarsl mostly by America. This is the main reasory wte
policies adopted by government were not in ther@sieof the country and instead were influenceaktgrnal
factors. Privatization of public resources has tie@ccelerated deterioration of the economic caiof the
country, along with the deprivation of its increwegy poor population of a very basic need like &leity.
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