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               5th March, 2019 

 
 
Rising power 
Despite a recent World Bank report warning that increasing electricity tariffs will not help solve the issues in 
the power sector, there is talk of the government all set ro hike electricity tariffs by 25.1 percent over the 
next four months. Power tariffs are expected to be brought from the existing average of Rs12.98 per unit to 
Rs16.24 per unit with the objective of bringing power-sector losses to zero from July onwards. The increase 
will be significant – and the PTI government needs to be sure of what it is attempting to do unless it wants to 
eventually admit cluelessness like it did after the gas price hike. It should be fairly clear that a 25 percent 
hike in electricity prices also means saying goodbye to any attempt to keep inflation in check. 
 
By peak summer, electricity consumers should be expecting another massive hike in the bills they pay for 
their power usage. This will put the economy in an even more precarious place, with electricity supply in 
Pakistan set to cost amongst the highest in the region. One must also wonder what this would do to the 
government’s stated plans of increasing economic investment in Pakistan. Surely, new business will not 
come to Pakistan if power tariffs are going to continue to spiral? 
 
The trouble is that the hike in power tariffs might become unavoidable if Pakistan goes ahead with the IMF 
deal. One of the key conditions the IMF is pushing is to ensure that power-sector losses come down to zero. 
The issue is that expensive power is not a solution to Pakistan’s larger economic woes. If the country wants 
to become an economic powerhouse, surely it will need to supply regular and cheap power to consumers. 
Continued price hikes can seem like a solution, but this has been going on for a couple of decades without 
offering any kind of real solution to power sector. If anything, IMF-led power-sector reforms have 
contributed to the worsening of the circular debt crisis in the sector. Much of the price hikes in costs are 
absorbed into higher profits for power produced, covering losses or is spent on generating power from 
expensive generation plants. Major issues, such as transmission losses, high-generation costs, high-fuel costs 
and debt, continue to remain unaddressed. The government can think that increasing tariffs offers it the best 
way out in the short term, but it should be clear that the larger issues in the power sector will need to be 
addressed for it to support Pakistan’s economic growth. Right now, it feels like increasing electricity tariffs 
again could mean taking one step forward and two steps back. 
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