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Third Party Evaluator’s Opinion on
Faridabad Gas Based Power Station and Associated Transmission

S.K.N. Nair
Advisor
National Council of Applied Economic Research, New Delhi, India

Relevance

Relevance of the project was beyond question at appraisal and it remains so today.
Persisting capacity shortages in India’s electricity sector are identified as a major obstacle to the
country achieving higher rates of economic growth. A relatively well-implemented project like this
one is thus a signal contribution to the sector as well as the national and state economies. The
capacity utlisation factors achieved by this station attest to the fact that the project objectives are
being met. The period over which this project was implemented also saw major reforms in India’s
power sector and specifically in the beneficiary state (Haryana). ‘Unbundling’ of vertically
integrated state-owned power utilities and setting up of largely autonomous regulatory agencies with
the chief responsibility for regulating tariffs are the main features of these reforms. Owing to the
efficiency levels attained by the Faridabad plant, this power station has succeeded in meeting the
changed beneficiary needs. A forthcoming important sector reform concerns the phased
introduction of competition. Given the very satisfactory performance record of this plant, it is
favourably placed to adjust to the forthcoming competitive environment as well.

The fuel option of the plant and its design (‘CCGT suited to meet peak hour
requirements) are particularly relevant to the plant location in the so-designated
‘National Capital Region’ that is among the country’s most important centres of industry,
commerce and emerging ‘new economy’.

Impact

That the project has met its overall goal is evident from the fore-going
comments. Several favourable factors have contributed to this result. Firstly, the project
was executed by an efficient implementing agency — the NTPC — which had actual
experience in constructing and operating several gas-based projects earlier. Secondly,
project implementation coincided with the review of rigid norms relating to allocation of
output of power stations owned by Central Public Sector Undertakings between the
states constituting the ‘region’. This new flexibility enabled NTPC to negotiate with
Haryana state for purchase of all the capacity and output of the plant and led to
satisfactory commercial arrangements. Robust economic growth in the northern region
of the country is yet another favourable circumstance.

Electricity sector is not identified as having direct impact on poverty reduction.
However, availability of electricity facilitates industrial and other economic activity that
bring about steady alleviation of poverty. This plant has certainly made a contribution
in this respect, as evidenced by the quantifiable reductions it has brought about in
electricity shortages in the northern region.

All thermal power generation involves emissions into the environment but these are
relatively less in the case of plants using a clean fuel like natural gas. It is seen that in actual
operation also, this plant has conformed to the emission norms stipulated by the concerned
authorities. As regards project design and scope, limitations imposed by available natural reserves of
gas would have influenced the plant scale and design. It is notable that owing to efficient operations,
the price per unit of electricity generated by this plant has been coming down. This is added proof of
the effectiveness of the plant in achieving the project purpose.
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