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4. 	During the course of compiling this report, we were asked how can we engage all 

the stakeholders in a conducive environment to resolve power sector issues. This is 

one of the major challenges towards achieving resolution to deep and complex 

issues of the power sector which is holding back Pakistan's public, economy and 

industries from achieving their true potential. These issues have resulted in a cost of 

power which is unsustainable across most economic classes and industrial segments 
in the country. 

5. 	Power sector policies during the last two decades have allowed exorbitant profits 

to a select group of investors and encouraged de-industrialization by incentivizing 

higher capital allocation to a guaranteed and less risky power business. During this 

time, inefficiencies in the public sector generation and distribution companies were 

unfortunately tolerated, including by the Federal Government and NEPRA. The 

reform towards the goal of the ultimate privatization of ex-WAPDA distribution 

companies has been pending since more than two decades. These companies 

have been corporatized with independent Boards of Directors, yet operationally 

this entire distribution sector worth Rs. 1,400 billion is being managed by the Federal 
Government. 

IT  FOREWORD 

6. 	During the 30-year period between 1990 and 2019, the dynamics in the global 

financial markets as well as opportunity cost of investments and returns offered to 

power sector investors around the world went through many changes. In Pakistan, 

we remained stagnant in our offering of unjustifiably high guaranteed returns 

indexed to the US Dollar to investors, presumably in the hope of attracting foreign 

investment. This is despite the fact that over this period there has been an 

improvement in the expertise and learning of the local pool of potential investors in 
the power sector. 

7. 	Consequently, the Federal Government has continued taking responsibility for 

payment obligations of all costs and investments because of a resistance against 

transitioning to competitive power markets. This is a classic example of the damage 

caused to the economy because of partial reform. 
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8. 	Today, the country's domestic and international debt levels have reached the 

point of unsustainability because of which power sector issues require even more 

urgent redressal. If we do not act soon, we risk economic chaos. Unfortunately, 

none of the problems have easy solutions. Most require disruptions and losses to 

certain stakeholders in the short-term if we want to achieve gains in the long-term 

for all stakeholders. Though it is obvious from this analysis that various mistakes were 

committed which are part of a natural learning process for policymakers exploring 

structural changes, it is also obvious that the system and processes were 

manipulated to the benefit of a select few. 

	

9. 	In order to find permanent solutions which can benefit the country, a three-pronged 

approach is needed: 

Adjustment or recovery of excess payments made in the past, and shifting 

away from USD based tariff and take or pay contract provisions; 

Phasing out the Federal Government footprint in commercial aspects of the 

power sector; and 

Introducing a new power market sector structure which addresses current 

systemic defects. 

10. This will require a revisit of policy deficiencies as well as identification of 

extraordinary costs charged under the pretext of contractual obligations. 

Stakeholder engagement will have to be undertaken in order to take corrective 

financial and policy measures and avoid future excesses. At the same time, the 

power markets will have to move to a format where buyers and sellers drive 

efficiencies and costs, in competition with each other. The role of the Federal 

Government in the control and management of power sector entities will need to 

be drastically reduced. 

	

11. 	Each of these steps are mandatory if we are to move forward, and that is where 

accountability will really matter, accountability of stakeholders who deliberately 

resist the move out of the status quo. 

	

12. 	We were fortunate to attract some of the best minds from different institutions for 

the Committee who were not only patriotic but were also willing to work hard, 
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