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General Studies-3; Topic: Energy

Coal and Power Shortage in India

1) Introduction

Coal stocks at power plants across the country have declined

According to reports, 625 MW in coal-fired plants across the country were completely offline and
30 GW of capacity is threatened due to coal shortages.

Global prices have shot to above $90 per tonne, a rise of 40% in seven months.

2) Reasons

Non-evacuation of coal from their mines.

Heavy monsoon rains affected Coal India Limited (CIL) production badly.

Railways’ failure to transport adequate amounts of coal from mines to power plants due to series of
railway accidents took train tracks offline for maintenance.

Factors such as reduction in hydel generation and increased power consumption have led to a rise
in demand for thermal coal.

The power ministry asked utility companies and non-power sector players, to stock adequate coal
in their premises, which they did not do.

India imported 215 million tonnes of coal in the fiscal year 2015, possibly the highest in history.
This was partly a consequence of the Supreme Court’s 2014 decision to cancel all coal block
allocations to private coal miners.

3) Consequences

It is private sector plants which are worst affected

Due to shortage of coal at generation companies, there was load shedding in Maharashtra and
other states.

The promised coal to non-power users like metal producers through fuel-supply agreements (FSAs)
has not been delivered.

With high electricity demand and coal-fired plants constrained by fuel shortage, price in the open
power market has spiked.

Low hydro and wind power generation this season, has also pushed up power prices

Buying costly electricity from the free market could further aggravate discoms financial problems.

4) Way Forward

Allow more private players in coal mining or as mining operators.

Allow private coal users to own or lease and run their own private rakes.

Allow road movement of coal in addition to rail, at least in the monsoon months.

Increase the penalty for fuel-supply agreements (FSAs) non-compliance.

Make it mandatory for power companies to have a minimum inventory of, say, two weeks of coal at
all times.

Speed up completion of rail links from pitheads to nearby power users on high priority.

Increase the amount of coal to be transported by road and use all means to increase the supply
Improve the national grid for electricity so that surplus power is never stranded, unlike surplus coal
at pitheads.

Improve the health of discoms.

Coal is an integral and large part of our energy for the foreseeable future.

www.insightsonindia.com Page 1 Www.insightsias.com




