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Executive Summary

The government non-interference or privatization in the energy sector is supposed to create a lot of havoc. It will ultimately turn the public good into market commodity. It will be reaching only the target market of consumer with highest usage as well as the financially sound ones. Eventually, it will also lead to tragedy of commons scenario. So, it is in everyone’s best interest that it remains as government portfolio but with some addition. The proposed addition is allowing the free market in research and development of renewable energy source, which later need to be approved and adapted by the government. So, technically the production and transmission will be under the control of the government. This extra energy will help solving the current energy shortage and hence will show the government as winner. 
1. What would happen without any role for government
Without government intervention, Energy would become a commodity and will not remain as public good.  Then it will lead to market research for energy sector rather than public energy policy. Also markets without licensing and registration will open doors for inefficient people on the board leading to disasters.
1.1 Picture of energy sector without government intervention
This non-intervention of government in the energy will result in privatization of the sector. In that scenario, the private companies will sell the energy as market commodity. Even before venturing, they will do their market research and hit the target market. Ultimately the target market is going to be industrial sector and upscale residential sector.  In today’s date, when things are under government control, residents of states like Tamilnadu go through power cut for hours. The duration of hours depends largely on the location – rural or urban. In the scenario of privatization the deciding factor of the duration of the power cut will be money or monetary profit. The scenario of free market without regulations and registration will allow incompetent people to take things in their hands which may even lead to fatal events like explosion as this is energy sector. Hence the picture of energy sector without government intervention will be depressingly gloomy.
1.1.1 Words of Wisdom and Examples
In February 2003, Deloitte consulting gave an implicit statement saying “growing political opposition to privatization in emerging markets due to widespread perception that it does not serve the interest of the population at large”  at World Bank’s energy week.  In the year 1999, the Conservative Party of New South Wales-Australia proposed privatization of electricity. Voters did not favor the same and contributed their votes to Labor party. Labor party believed energy companies should be placed under the public sector ultimately won the election. This example validates the Deloitte’s statement. The historical “Tragedy of commons” leading to excessive depletion of resources due to one’s self interest will be another aftermath of this non-governmental intervention. 
2. Identify problem/s with the base case and explain why these are problems 

The biggest problem with the base case “non-government intervention” will be market manipulation. There won’t be fair operation of the energy market in terms of supply and price. 
2.1 Privatization of energy sector
When the energy sector is privatized it will merely turn into commodity. Anyone selling the commodity will try to sell the product to those who can create good profit for the seller. It can be explained by using this simple example. Say sweet making industry is privatized. The sweet maker will try to see all the sweets to a big fat wedding. The main reason behind this is huge consumer size. Imagine this big fat wedding is organized by the affluent family. In that case, the sweet maker will surely sell the sweets to the wedding considering the price they will be ready to pay. All this will eventually hinder the supply for the intimate family wedding. The worst hit will be for a small family consumption during tea time. The same scenario will rise on non-government intervention in the energy sector. Just replace the sweet maker with private energy investors, big fat wedding with industries, intimate family wedding with residential areas and small family consumption during tea time with rural areas. This privatization will lead to exorbitant price rise as well as huge difference in terms of supply. Hence non-government intervention will result in unfair market practices rather than fair distribution of public good.
2.1.1 Tragedy of Commons
Let’s picture the famous case of tragedy of commons. Herders were allowed to graze their cow in the common parcel of land without any restriction but with just one long term interest to make best possible use of this property over long tenure. But, unfortunately herders made the decisions just based on their self –interest and allowed over-grazing. Over the time, the resource or grazing pasture got completely destroyed. The very same thing will happen with energy sector. Everyone will try to maximize their self-interest leading to complete depletion of the available energy resource. So, it is very clear with this tragedy of commons example that individual voluntary actions or market can’t resolve the problems arising out of self-regulation of energy sector. 
3. First principles test (of classical liberalism)
Non-government intervention in the energy sector will contradict the principles of free society according to the draft policies of freedom team. 
3.1 Contradicts two principles of free society
The privatization of energy sector will ultimately contract the two principles of free society as listed in the draft policies of freedom team. Life is a thing of ultimate value. The exorbitant price difference may lead to the situation where some people may be denied of the resource. Lack of resource like energy may even lead to death. This difference in price and supply also means that justice is not rendered properly to all the citizens. In other words, justice is rendered only to the rich.  So, the two principles –life is a thing of ultimate value and justice will not be part of the free society that allows free market to the energy sector.
3.1.1 Disruption of first order functions of the government
The two first order functions that will be disrupted are justice, law and order.  As explained in the previous sections, justice will be completely disrupted.  As far as law and order are concerned, this non-interference will give the power to one hand i.e. energy investors will make the consumers as subservient. The market difference will create too many law and order problems including monetary violence. It will lead to a situation if you can pay the proposed exorbiant amount you can avail the energy service. This is neither doing justice not protecting the law and order of the society.
4. Options: What can government do about the problem/s?
The base case of non-government interference in the energy sector will create only problems that do not have solutions. So, the classical liberal government is not a right option for the energy sector. Socialist idea of government being the businessman will be the best option for this sector
4.1 Heavy Handed approach
The heavy handed approach of ownership and management of energy sector under the government will create an equitable society. An equitable society is most important component of the free country. But along with this the most important need for the time is the option of the research and development for the future energy use as well as to reduce the current energy dependence. 
4.1.1 Addition of Light Handed approach
The light handed approach is needed to reduce the energy dependence on fossil fuels or exports as well as to plan a sustainable future. The government should allow the free market to research and develop the alternative energy forms as well embrace the new ideas rather than ignoring. But the production and transmission of the energy should be within the portfolio of government. 
5. Freedom test
The proposed policy option is better than the base case of non-interference of the government because base case will create law and order problem as well as reduces the value of human life by posing complete danger to the same as explained in the section3. But the addition of light handed approach along with the government bureaucracy gives the reasonable equal opportunity of free trade in some arena
6. Strategic gaming test
The proposed policy is government managing the portfolio of energy market along with allowing the free market to research and develop innovative methods of renewable energy to fulfil the current energy deficiency and to meet the future needs. But will not allow the production as well transmission. Since the transmission and production is not under the free market, the business cannot the turn public good into commodity. For consumer it gives the freedom of developing new technologies but not use or abuses it for self-interest.
7. Government failure test
The biggest government failure in this policy regard is that bureaucrats were not working on anything to improve the efficiency in terms of new innovations to fulfil the current shortage as well future need. Especially the current shortage depicts the government as failure. But the addition of light handed approach shows some way out for the current shortage as well as future need. In other words, this policy houses both diligent and lazy citizens. 
8. Real experience test
This policy is not applied as such in any other places. There are places where something of the similar stint has been applied. But what makes it different for India is that countries around the world have already forayed into renewable energy. They have established in this area. There are places around the world that uses bio fuels to fuel the entire public transport system. There is not much being done neither for the research and development nor the usage of renewable energy resources in India. It may even be as simple as solar water heater for homes or wind power energy for industrial sector. So, this policy has the potential to overcome many shortcomings. 
9. Cost benefit test
The net benefit of this policy is that it will encourage the renewable energy research, development and implementation. Through this, the country can benefit from the energy crisis. 
10. Transition path
The proposed model is socialist model with few amendments. So, there is not much transition. Only thing that is needed is approving, adapting and accepting renewable energy. The opponents will mainly be the enterprises that are providers of current fossil fuels. They may be brought on board by opening some avenues of renewable energy within their enterprise.
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