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1. IMF agrees to shelving of RGST for next fiscal year
ISLAMABAD: The IMF and Pakistan have agreed to drop the Reformed General Sales Tax from the next budget and adopt the path of abolishing further exemptions through the Finance Bill 2011 in order to broaden the tax base, The News learnt on Tuesday.
During the seven-day talks between the International Monetary Fund (IMF) and Pakistan in Dubai, it was agreed that the budget deficit would be curtailed in the range of 4.3 percent of GDP, equivalent to Rs860 billion, in the next fiscal year. A viable financing plan is to be placed before the Fund in the next round to talks scheduled for July 2011.
When questioned about the Letter of Comfort (LoC) Pakistan wants from the Fund to pave the way for greater budgetary support from the World Bank and Asian Development Bank, a finance ministry official who participated in the talks said that was not part of the formal agenda of the current talks. He added that a major chunk of budgetary support was expected to be restored by these multilateral institutions from the next fiscal year, depending on the implementation of measures promised by Pakistani authorities in the upcoming budget.
“By abolishing more sales tax exemptions, the Federal Board of Revenue (FBR) has estimated that it will be able to bring an additional Rs90 billion into the tax net in the next budget,” the senior official said, adding that the path of abolishing further exemptions through the Finance Bill 2011 would be adopted instead of pursuing RGST legislation which had become a sensitive political issue in the country.
“We have concluded talks on a positive note; both sides will now hold review talks for the completion of the fifth review and release of sixth tranche of $1.3 billion under the Standby Arrangement (SBA) after the announcement of the budget 2011-12 in July,” an official who participated in talks told The News.
The IMF team led by mission chief Adnan Mazarei canceled its visit of Pakistan in the aftermath of Osama bin Laden’s killing in Abbottabad. Both sides decided to hold talks in Dubai to firm up budgetary figures envisaged for the next financial year.
The FBR, the official said, had estimated that with the help of RGST it could fetch Rs1,952 billion while without RGST the revenue could increased to Rs1,968 billion.
Giving reasons for the decline in revenue with RGST, a FBR official said: “The rate of RGST was proposed to be reduced from the existing 17 percent to 15 percent resulting in a revenue dip of Rs62 billion. Now the GST rate will remain at the existing level of 17 percent while sales tax exemptions such as poultry feed would be abolished through the Finance Bill 2011.”
According to the statement issued by the IMF staff mission on Tuesday, “Over the past few days, Pakistani authorities and an IMF mission held constructive discussions on Pakistan’s stabilisation programme, focusing on macroeconomic policies for the rest of Fiscal Year 2010/11 and the 2011/12 budget. The authorities expressed their strong resolve to pursue prudent macroeconomic policies and enhance Pakistan’s medium-term growth prospects.”
The statement read that, “Pakistan’s economy faces important challenges. Economic growth has been negatively affected by the floods and the high price of oil, inflation remains persistently high, and budgetary problems are undermining macroeconomic stability.”
The IMF statement said measures to improve confidence in the context of the authorities’ economic stabilszation and reform agenda, while protecting the poor, were discussed during talks. The mission welcomed the recent strengthening of the external position and some of the tax measures announced in March, which represent an important milestone.
Discussions centered on measures to reduce the budget deficit in 2011/12 as well as quasi-fiscal operations (for example, the procurement of agricultural commodities) to reduce inflation, assure fiscal sustainability, and protect the external position.
Reducing the budget deficit, the IMF states, will require higher revenue through tax reform to broaden the tax base, including steps to implement reforms in the general sales tax. Measures to reduce spending on general subsidies in the energy sector have begun to be implemented.
The quality of expenditure could be improved by increasing the share of spending on health, education, and infrastructure. Continued efforts are needed to reduce the budget deficit to take the pressure off monetary policy and create space for more credit to the private sector.
In addition, as government debt has increased, debt management needs to be improved. Moreover, careful monitoring of the financial sector is needed to assure continuing financial stability, the Fund said, adding that “The IMF remains committed to the ongoing dialogue with Pakistan and discussions will continue in the weeks ahead and a mission is planned for July 2011.”

2.     Trade ties with US difficult after Osama death’
LAHORE: With the deteriorating Pak-US diplomatic ties after the Abbottabad incident, it has become very difficult for Pakistan to maintain trade relations with America. 
There is a great need for the government and the establishment to evolve a national policy to improve image of the country, leading to political stability and economic growth. 
These views were expressed by the participants in the Jang Economic Session ëFuture of PAK-US Economic Ties: Aftermath of Osamaí, held here on Tuesday. The participants included: Middle East Institute Washington DC scholar Prof Farooq Hasnat, economist Dr Qais Aslam, Large Taxpayers Unit (LTU) ex-director general Hussain Ahmed Sherazi, All Pakistan Textile Mills Association (APTMA) Punjab ex-president Zone Akber Sheikh and industrialist Waqas Mughal. The event was jointly hosted by Sikindar Hameed Lodhi and Intikhab Tariq. 
Farooq Hasnat said that mistrust between the Pakistan and the US had started in 2006 and it had reached its maximum in 2007. The Abbottabad operation had added fuel to fire, he said and added that the presence of Usma in Pakistan had given credence to the doubts that Pakistan was cheating the US and protecting terrorists. He said Pakistani leadership had kept mum for four days after the Abbottabad operation. He said that, in the present situation, when Pakistan was facing difficulties in maintaining diplomatic relations with the US, business relations were impossible, stressing the need for building trade ties with other countries. 
He said Americans were not ready to compromise on their security and they would hit the terrorist anywhere. So, Pakistan must admit the fact that the US would launch operations in Pakistan in hunt for the wanted terrorists. 
He said the government and the establishment polices were against the national interests. Dr Qais Aslam said that the US Democrats were following the New Civilization Theory. He said the US had imposed sanctions on Pakistan after nuclear explosion, increasing Talibanization and poverty in the country. He said Pakistan wanted to end relations with the US but the latter was interested to keep its ties with the former. He said US Foreign Minister Hillary Clinton had also admitted the fact that imposition of sanctions was not a good decision. 
He said the US had given billions of dollars aid to Pakistan but not imposed conditions in Kerry Lugar Aid. He said the government, rather than focusing on aid, should evolve regional corporation block with the support of China and India which would strengthen Pakistan. 
Hussain Ahmed Sherazi said that better relations with the US were vital to Pakistan. During the last century, the 9/11 attack was the biggest insult the US had to face, hence it would avenge itself on those responsible for the attacks. 
He said the Pak-US ties were based on their interests while the case of India was different. He said the Indian lobby in the US continued propaganda against Pakistan, asking the government and public to act wisely to handle the situation. 
Akber Sheikh said that honor had great importance in the foreign and economic policy, rather than realties and facts. He said the government had failed to ensure provision of electricity and gas and it was only talking about honor and respect. He said that the Punjab chief ministerís statement that we should not receive foreign assistance was a shallow claim. He said that the ground realities should be considered while making policies. He was of the view that the Abbottabad incident was mishandled by the government and media. 
He said Pakistanís image in the eyes of the US would not improve in near future. America had announced $1.5 billion aid under KLB but given only $1 billion which was only three percent of the total budget, he said. Waqas Mughal opined that the US would continue relations with Pakistan because it knew that the latter would improve its ties with Iran if it (America) ended its ties with Pakistan. 
He said Pakistan could put pressure on the US by improving bilateral ties with China, which was never in the interest of the US. He said that Pakistan did not have negotiators due to which it was facing image loss. He said that improving economic growth could help the government control extremism. 
2. Expectations, apprehensions from the forthcoming budget
The annual budget prepared with elaborate effort, presented with considerable fanfare, discussed and debated at length and its passage greeted with desk-thumping and cheers is, by tradition, regarded as an extremely important policy document. It carries new economic and fiscal policy measures as unfolded by the government and also presents estimates of the government’s income and expenditure over the given financial year. By and large, it is expected that the targets given in the budget documents will be adhered to the maximum. But if the given numbers appear slipping, there is reason to feel concerned.
A look at the budgeted numbers relating to the government’s resource position and its current and development expenditure given out in this year’s (2010-2011) budget will show that most of them have gone haywire. 
The revenue estimates had to be revised at least thrice and the target thus revised still looks quite formidable. Fresh taxation measures introduced through a presidential ordinance in March this year are expected to yield something like Rs54 billion and without them the fall in revenue could be steep. The estimates of foreign assistance met the same fate. Development outlay had to be revised downwards. The end result is that bank borrowing has touched unprecedented level. The latest official figures indicate that the government had resorted to bank borrowing worth around Rs500 billion in the first ten months this financial year. The massive dose of bank borrowing has ignited inflationary fires resulting in spiralling of prices. The poor and the middle-income groups continue to suffer in silence as they find no relief in sight.
The overall economic targets as spelt out in the budget have also shown slippages. Fiscal deficit is much higher than what was envisioned. Economic growth is low. Inflation is high. Industrial output is a matter of concern. Investment has dropped and is not picking up. Agriculture has done better than expected. Remittances sent from overseas Pakistanis have gone up and might reach over 11 billion dollars this year. However, on balance, the economy’s woes have continued to cause concern.
The utility services like electricity and gas are now outside the ambit of the budget. These are regulated by distinct and separate authorities. Petroleum prices have been linked with international prices and the irony is the higher these prices, the more will be the revenue coming into the government kitty. The prices of these items are increased with nerve-wrecking frequency. People have started calling them mini-budgets of sorts and rightly so. In essence, the people are subjected to one kind of financial burden or the other all the year round. This is an addition to the taxes imposed or revised upwards in the annual budget plus the mid-term measures to arrest slippages on resource mobilization.
Some preliminary estimates relating to the forthcoming budget suggest that the government expects Rs240 billion increase in revenue on account of economic growth and impact of inflation. This is usually known as the natural growth in taxes on the existing base meaning that there is no change in the tax regime. Then the withdrawal of sales tax exemptions is expected to yield substantial revenue. The cumulative burden of all this will fall on the majority of the people.
Despite all this, a large fiscal deficit could still be staring in the face as expenditure will also rise in view of inflation, additional demands on debt-servicing and other expenditures. What kind of surplus the provinces will be able to throw is not yet known. The key question is whether they would muster enough political will to implement agricultural income tax. Equally important is the question that how much of the scope of direct taxes is enlarged at the federal level. 
An economically strong country, it may be said at the risk of being accused of stating the obvious, is always in a much better position to withstand pressures. A credible contribution towards this goal can be made by the elitist and affluent sections of the society through a larger share in augmenting the overall resource position. At the same time, a debt-management strategy is the imperative and must receive high priority. The Federal Government should also concentrate on resolving energy crisis so that industrial growth could be accelerated. 
It sounds rather strange that a Rs20 trillion economy (this being the latest estimates of the country’s gross domestic product) this year cannot create enough resources so as to finance the current and development expenditure. Of course, it is to be assumed that the expenditure will be prudent and not proverbially prodigal. 
It is also fair to expect that after the latest NFC Award, which puts larger resources in the hands of the provinces, they should focus greater attention on improving human development indicators like education, health, drinking water, transport and housing. 
The common man will look forward to the forthcoming budget not for high-sounding economic jargon or complex fiscal policy measures. The basic concern at that level would be that he should not be burdened with additional taxes, the government should initiate strong measures to control inflation and new job opportunities should be available. In essence, the budget should unfold the prospect of a better tomorrow for the majority of the people.

4.     Imports likely to rise as duty withdrawal proposed
ISLAMABAD: Pakistan’s imports are likely to grow by $1.4 billion in the next fiscal on account of a proposed withdrawal of regulatory duty on 379 items in the budget for 2011/2012, official sources said. 
The government imposed a 15 percent regulatory duty on these items in the last budget to discourage their imports and save foreign exchange. The duty withdrawal is likely to result in the revenue loss of $150 million in rupees equivalent, they added/ 
Officials preparing budget have been asked by the Planning Division to withdraw this duty. 
Sources told The News that the government has decided to withdraw the regulatory duty on these items because of the relatively improved foreign exchange position and the pressure on government to avoid duties to discourage imports. 
It has also been proposed to bring import duty down to a maximum of 10 percent. 
Last year, State Bank of Pakistan had also made it mandatory that advance payment in full should be obtained from importers. The SBP had withdrawn the facility for importers to pay 10-30 percent of the price of imports. 
The items on which regulatory duty has been proposed to be eliminated including yogurt, butter dairy spreads, cheese, curd, grated or powdered cheese of all kinds, processed cheese, not grated or powdered, natural honey, betel nuts, figs, apricots, prunes, appease, cherries, pine nut (chilgoza), peaches (arroo), plums (allocha), lichis, raisins, mixtures of nuts or dried fruit, peel of citrus fruit or melons (including watermelons) fresh, frozen, dried or preserved, wash basin, bath tubs ceramic, ceramic, Cisterns, sink ceramic, toilet ceramic, urinals ceramic, water loser pans, dinner sets, dishes plates, tea cups and saucers, tableware and kitchenware, cooking ranges, for liquid fuel, for gas fuel or for both gas and other fuels, for liquid fuel, parts, pad locks, ceiling fan, pineapples, avocados, guavas, mangoes, mangosteens; frozen mango, mango pulp, oranges, kino (fresh), grapefruit, including pomelos,
lemons (citrus lemon, citrus limonum) and limes (citrus aurantifolia, citrus latifolia), fresh dried, watermelons, papaws (papayas), apples, pears and quinces, apricots, cherries, peaches, including nectarines, plums and sloes, strawberries, raspberries, blackberries, mulberries and loganberries, cranberries, bilberries and other fruits of the genus vaccinium, kiwifruit, durians, pomegranates, strawberries, raspberries, blackberries, mulberries, loganberries, black, white or red currants and gooseberries and cherries.

5.     Cotton spot rates remain stable
KARACHI: Domestic market witnessed sluggish trading on Tuesday, although cotton gained a few cents in the international market, dealers said.
“Trading remained almost dull at the Karachi Cotton Exchange (KCE), where most of the traders and buyers remained on the sidelines,” said Naseem Usman, Chairman of the Karachi Cotton Brokers Forum.
“However, ginned cotton started to increase in the international market as the United States and Chinese merchants lifted thousands of cotton bales, while boosting appeal for the commodity.”
At the International Commodity Exchange (ICE), raw cotton futures contracts for May and July delivery rose by 6 cents to $1.51 per pound and 3.26 cents to $1.30 per pound, respectively.
According to the daily market report of the Karachi Cotton Association (KCA), the spot rates of the average-quality lint remained unchanged at Rs8,500 per maund and Rs9,109 per 40kg.
Moreover, high quality seedcotton (Phutti) was available at Rs3,000 per 40kg and the low quality produce was sold at Rs2,500 per 40kg.
A total of 1,900 bales of raw cotton (170kg each) were sold in the domestic market, including 300 bales from Ghotki, 200 bales from Vehari, 400 bales from Chichawatni and 1,000 bales from Khanpur at prices, ranging in between Rs7,500 and Rs.8,500 per maund.

DAWN
1. Accord-On-Economic-Fiscal-Measures-Reached-With-Imf
ISLAMABAD: Pakistan and International Monetary Fund have reached a broad agreement on fiscal and economic measures whose successful implementation in the coming budget will be a precondition for disbursement of $1.7 billion tranche in July.
There were indications at the end of week-long (May 11-17) talks in Dubai that the government had given up plans to introduce reformed general sales tax (RGST) and instead withdraw all general sales tax exemptions to increase tax collection.

The IMF, however, said that reducing budget deficit would require higher revenue through reforms to broaden the tax base, including steps to implement reforms in the general sales tax for increased documentation. Government officials indicate that such reforms meant withdrawal of subsidies.

“All issues have been settled and ways are opening up,” Finance Secretary Dr Waqar Masood Khan told Dawn on telephone from Dubai after conclusion of the talks with the IMF mission led by Adnan Mazarei. In the final round, Pakistani team was led by Finance Minister Dr Abdul Hafeez Shaikh.

Mr Khan said the two sides had agreed to have a full review of Pakistan`s macroeconomic situation in July that he expected would lead to formal revival of $11.3 billion standby programme suspended since May last year and release of $1.7 billion. This will then dovetail into a new programme with the IMF before full disbursements under the current lending programme. The lending agency has so far released $7.6 billion to Pakistan.

“The IMF remains committed to the ongoing dialogue with Pakistan and discussions will continue in the weeks ahead and a mission is planned for July 2011,” an IMF statement said.

Sources said the IMF did not agree to government`s plans to fix next financial year`s fiscal deficit target at 4.5 per cent and insisted that it should be less than 4 per cent â€“ a limit set originally for the current year under the standby programme.

Dr Khan said the two sides had also `reached consensus` on future benchmarks and the economic steps the government would have to take next year. “Broad parameters of next year`s budget and direction of economy have also been discussed and agreed upon under which the fiscal consolidation will continue next year,” he said.

Responding to a question, he said the government would remain within the agreed fiscal deficit limit of 5.5 per cent of GDP during current year, excluding Rs120 billion arranged by the government outside the regular budget to address circular debt. “Rs120 billion will not become part of regular deficit,” he said.

That means the overall fiscal deficit will be around Rs1.1 trillion (6.2 per cent of GDP) during the current year, including the Rs120 billion that the government would treat as outside normal deficit but has to be financed from somewhere.

He said Pakistan would take steps to bring down deficit to less than 4 per cent of GDP next year in accordance with the line of action agreed upon, including revenue expansion measures. “The main thing for us is the revival of standby programme and disbursement of another tranche before the next programme.”

Responding to another question, the finance secretary said the RGST as it was named had become `very controversial`. “We have given an assessment to the IMF of withdrawal of tax exemptions introduced in March and will achieve all RGST objectives through withdrawal of more exemptions.”The government had earlier estimated Rs72 billion additional revenue from the RGST and Rs90 billion from withdrawal of exemptions.

He said the IMF mission had appreciated the progress made on reduction in power sector subsidies, bringing down the cost-to-recovery gap from Rs1.71 per unit to Rs1.52 per unit early this month.

The IMF appreciated Pakistan`s strong resolve to pursue prudent macroeconomic policies and enhance medium-term growth prospects. “Pakistan`s economy faces important challenges. Economic growth has been negatively affected by the floods and the high price of oil, inflation remains persistently high, and budgetary problems are undermining macroeconomic stability.”

The two sides discussed measures to improve confidence in the context of the authorities` economic stabilisation and reform agenda, while protecting the poor. The mission welcomed tax measures announced in March, representing important milestones but expressed concern over quasi-fiscal pressures.

“Discussions centred on measures to reduce the budget deficit in 2011-12 as well as quasi-fiscal operations (for example, the procurement of agricultural commodities) to reduce inflation, assure fiscal sustainability, and protect the external position,” the IMF said.

The IMF called for continued efforts to reduce the budget deficit to take the pressure off monetary policy and create space for more credit to the private sector. “In addition, as government debt has increased, debt management needs to be improved. Moreover, careful monitoring of the financial sector is needed to assure continuing financial stability,” it said.

2. Dollar-Gains-After-Osama-Episode
KARACHI, May 17: The dollar has been gaining against rupee as diplomatic relations between Islamabad and Washington come under stress after Abbottabad incident. 
The currency experts listed some other reasons also for the escalating value of dollar that touched Rs85.50 on Tuesday but said the incident, which troubled Pak-US relations, was the dominating factor.

The dollar gained over one rupee since US raid in Pakistan that killed Osama bin Laden. On May 2, the day when bin Laden was killed, the dollar was traded in the range of Rs84.35 to Rs84.45 in the inter-bank market.

The incident did not get immediate response from the currency market as the dollar remained at the same level with slight fluctuations during the first week of May.

“The demand for dollar started gaining when the market realised that the Pak-US relations were on rocks and could lead to suspension of aid/loan affecting dollar inflow, a situation that may put pressure on reserves,” said Atif Ahmed, a currency dealer and an expert on behaviour of currencies.

Currency dealers in open market also endorsed the Abbottabad incident for higher dollar demand.

“The fear that dollar inflows from US would see a big cut or stopped completely geared up sentiments of weak buyers, who rushed to the market helping dollar to gain against rupee,” said Anwar Jamal, a currency dealer in the open market. The country is in good position as far as the external front of economy is concerned. The exports rose by 23 per cent in first ten months of the current fiscal, remittances by overseas Pakistanis setting new records, the foreign exchange reserves of the country are also at record level of over $17 billion and the current account is surplus.

Despite all these positive indictors, the souring Pak-US relations have shaken the market confidence on stability of exchange rate, which is certainly related to the country`s future relations with the US government and the IMF.

The experts said if the Pak-US relations did not improve, Pakistan would not get loan from IMF that will further dent the exchange rate, which remained stable during last 13 months.

The two countries are in a process to repair the damage to their relations and the outcome of this process would certainly have impact on relations of the two currencies.

The dollar has recently gained in the international market against euro and pound. Atif said some large payments were also made in last few days that were also a reason for higher dollar demand.

“But the local currency will remain under pressure till such time the diplomatic relations are cemented after addressing concerns on either side in the spirit of accommodation and cooperation,” said Atif.
3.     Conversion-Rates
KARACHI: The following are May 18, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.
US dollar             Rs   85.3398
Japanese yen    Rs     1.0446
Pound sterling    Rs 138.8734
Euro    Rs 121.2849
LIBOR
The following is Libor rate for calculating interest on special US dollar bonds for May  17.

Libor
For 6 months    0.41%
B RECORDER
1. Energy Crisis Chairman APTMA Pins Hopes On Petroleum Minister's Abilities
Lahore  (may 18, 2011) : while felicitating on assuming the office of federal minister for petroleum and natural resources, chairman all pakistan textile mills association (aptma) gohar ejaz has expressed the hope that dr asim hussain would resolve country's energy crisis. the energy crisis includes shortage, mismanagement and utilisation of natural gas as a source for using and energising the industry in the larger economic interest.

in his facilitation message, the chairman aptma pointed out that textile industry is terribly exposed to energy crisis amidst unprecedented suspension of gas supply from the sngpl network for over three days a week in summer, closing down the production capacities to the extent of over 43 percent.

it may be noted that chairman aptma had assured president asif ali zardari of $14 billion exports during annual dinner at aiwan-e-sadr on 11th february 2011. however, the energy shortage is proving stumbling block in particular for the remaining period of financial year.

according to chairman aptma, the textile industry looks at the new minister with bundle of hopes including an energy mix at an affordable rate besides a reliable and transparent distribution system and a repositioning on priority list under the energy policy.

further, he said, the textile industry also believes that there should be a generation of 6000mw electricity in three years through hydel, coal and gas under medium term plan of energy policy besides removal of subsidies.

chairman aptma also appealed the federal minister to ensure import of 1000mmcfd lng gas to meet the shortage and distribute through sngpl and ssgc network on the basis of weighted average, which will cost all consumers 20 percent higher but will end the shortage, which is causing 43 percent load shedding of industry on sngpl network.
2.     Uninterrupted Power Supply
EDITORIAL  (May 18, 2011) : According to a section of the press, the federal government is deliberating launching a scheme that would provide guaranteed and uninterrupted power supply to wealthy industrial consumers at a considerably higher tariff rate. Just how high it would be has not yet been determined, however the objective of this scheme is praiseworthy as it would achieve a range of economic objectives that are the priority of any government.

These include ensuring that the productive sectors of the economy are not held hostage to shortage of a critical input like energy which, in turn, would no longer compromise Gross Domestic Product (GDP) growth rate with its consequent impact on tax collections as well as on employment opportunities. Statistics reveal conclusively that Pakistan has been grappling with these negative trends for over three years and hence the need for the government to ensure that the country's productive sectors at least have access to uninterrupted power supply.

Economic theory argues that a scarce commodity must be auctioned off to the highest bidder. This explains the economic rationale behind the sale of a work of art, one of a kind, at billions of dollars; or the high rent charged for scarce space, for example in Western countries parking comes at a premium price in areas which are more centrally located and therefore more in demand. There is no doubt that most countries of the world do not regard a utility like energy as a scarce resource.

On the other hand, it is the declared responsibility of a government to ensure that a utility is provided to the people of the country without interruption and at a price that does not seek to maximise profit, as is the motivation of the private sector, but at full-cost recovery. Be that as it may, Pakistan has been grappling with a severe energy shortage for the past three years. And while households are severely inconvenienced by loadshedding, yet what has been untenable from an economic point of view is the appallingly poor performance of the large scale manufacturing (LSM) sector, inclusive of textiles our major exports, that has also led to layoffs.

Those who may argue that higher supply to the rich would be tantamount to reducing available energy supply to households, poor and middle-income, even more than at present, must adopt a more pragmatic approach. The government's continued subsidies to the power sector have neither solved the problem of loadshedding nor indeed have satisfied multilateral donors who argue in favour of a tariff aimed at achieving full-cost recovery that would not only ensure that the cost of each unit of electricity is met by the consumers but also that the relevant entity has sufficient funds to invest in enhancing capacity thereby ensuring that any increase in future demand will also be met. Thus, while selling energy to the highest bidder may not be a policy designed to satisfy those who correctly maintain that it is the government's responsibility to ensure that we all have access to electricity, and it is not a luxury item in most countries, yet it is time to accept the shortfall and take appropriate decisions to ensure that the negative outcome of a significant shortfall is minimised in the short-term.

The question is how much would the LSM be willing to pay to ensure that the supply remains uninterrupted? The tariff must be low enough to ensure that it is economically feasible for the LSM, which in turn, would determine the unit's acceptance of the tariff, thereby ensuring that there would be no layoffs with a commensurate rise in productivity. However to ensure equity it maybe appropriate for the utility to offer the same tariff as offered to LSM to domestic consumers but once again, it must be high enough to ensure that it is not simply not economically feasible for domestic consumers other than the very rich.
