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ABSTRACT

India is experiencing power shortages both in terms of peaking and energy. There is a
critical need for a vigorous demand side management (DSM) program to supplement capital-intensive
supply side options in bridging the demand and supply gap in the short run. Widespread
implementation of DSM in Indian utilities is a major challenge facing both institutional and
administrative roadblocks. Government of India is making efforts through different policy measures
to encourage DSM.   Despite the large energy saving potential and clear economic benefits, utilities
are hesitating in widespread implementation of these programs. The most common barriers for
implementing DSM include non scientific tariff, lack of incentives, lack of information, and absence
of integrated planning approach, etc. Using the Rajasthan power sector as a case study, this paper
identifies and examines the major barriers through a series of in-depth interviews with the top utility
officials of Rajasthan. Finally, the paper suggests suitable policy measures for removing these
barriers.

1. INTRODUCTION

India’s power industry is characterized by inadequate and inefficient power supply with peak
capacity and energy supply shortages estimated to exceed 12% and 9% respectively [1]. The bulk of
capacity additions in India’s power supply are expected to come from coal-fired stations supplemented
by hydroelectric power development and medium-sized diesel or naphtha-based plants. Due to the
shortage of fossil fuel resources and the awareness of the air pollution problem, which is produced by
the use of fossil fuel, the Indian government has tried to solve these problems through promoting end
use efficiency measures in electricity sector.

Demand Side Management (DSM) has emerged as a successful approach for promoting
utility energy efficiency programmes. While addressing end-use efficiency, DSM also applies to utility
concerns such as capacity and energy shortfalls, transmission and distribution losses [2]. According
to the study conducted by Nadel and Kothari [3], nearly 30,000 MW could be saved through the
implementation of energy conservation programs. Studies and experience have indicated that most of
India’s negawatt potential can be captured at substantially lower costs compared to the cost of
capacity additions, which currently stands at over US $1 million per MW [4, 5]. A recent study conducted
by TERI and CERI has estimated DSM potential of 19500 MW by year 2021 [6].  However, in spite of
good returns and short payback periods for energy efficiency investments, most of India’s end-use
energy efficiency potential remains largely untapped.  Energy conservation and efficiency improvement
in the Indian power sector requires special attention since the sector has been suffering from a chronic
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Activity Pre reform (before July 2000) Post reform (after July 2000) 
Policy making Government of Rajasthan Government of Rajasthan 

Regulation RSEB/ Government of Rajasthan Rajasthan Electricity Regulatory 
Commission 

Generation • RSEB owned power plants • Rajasthan Vidyut  Utpadan Nigam 
 • Captive plants • Captive plants 
 • Rajasthan Energy Development 

Agency 
• Rajasthan Energy Development 

Agency 
 • Other purchases • Other purchases 

Transmission RSEB Rajasthan Vidyut Prasaran Nigam 
Distribution RSEB • Jaipur Vidyut Vitaran Nigam 

  • Ajmer Vidyut Vitaran Nigam 
  • Jodhpur Vidyut Vitaran Nigam 

System 
planning and 
coordination 

RSEB Rajasthan Vidyut Prasaran Nigam 

Tariff structure Agriculture and domestic consumers 
subsidized by industry and commercial 
consumers 

• Agriculture and domestic consumers 
subsidized by industry and 
commercial consumers. 

• Subsidy will be removed in phased 
manner 
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