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2. How India is Tackling the Power Problem

The most fundamental problem facing the
IPP policy remains the financial weakness of
the SEBs, and their doubtful ability to
honour their PPA commitments. Unwilling
to provide more counter-guarantees, the
Central Government has suggested alterna-
tive forms of investor security, which include
allowing generating companies to sell di-
rectly to the Powergrid Corporation,

distribute to and collect directly from credit-
worthy industrial users (in effect, "cherry-
picking" among the SEB's customers), or
establish various types of priority-claim
escrow accounts, into which the SEB would
make deposits. The World Bank is also
prepared to provide limited guarantees for
private investors where the SEB in question

is undertaking suitable reforms.
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