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COURSE DESCRIPTION AND APPROACH
This course brings out the special issues in the main physical infrastructure areas. Infrastructure sectors are characterized by one of more varieties of market failure. Thus the natural monopoly failure and/or appropriability failure characterize many of the sectors. Other failures include those which arise out of load flow, demand side network economies, and possibilities of congestion/ scarcity.   The services of these sectors being also crucial – in other words their sudden absence can cause much difficulty to their users – also make their important management.  Typically therefore the role of the government has been significant either as owners and operators and/or as regulators, especially in the mature phases, and in the late industrializing countries even in the emergent phases. This course will limit itself to the following sectors:

1. Electricity

2. Transportation

3. Urban Services 

4. Telecom

Natural resources in so far as they are inputs to these sectors raw water, coal, gas etc would also be covered.

The nature of the market failure in these sectors has not remained invariant over time. With the ubiquitous developments in sensing, IT, measurement and data analysis, many of the sectors can be usefully unbundled to have competition / (created) markets in large segments of the business so that the regulation need be only at the subsectoral level. Similarly developments in contracting, risk management, the idea of endogenous risks, are useful in structuring PPPs which have the potential to bring in the private sector in a way that is functional and improves the situation in the provision of public infrastructure like roads, sewerage and sanitation services, and many other sectors.
Telecom despite being a natural monopoly has been rendered contestable for a while on account of the rapid changes in technology and demand. In electricity, and natural gas, created markets are important. In transportation there are issues of user cost, project management, multimodality, trade off between service levels and carrying capacity and structuring of PPPs. Urban service delivery depends much on the incentive structure within of local bodies being compatible with performance. PPPs in sewerage, water and sanitation are challenging.
The focus of this course is not on the sectors per se, but the common and contrasting aspects of the products/services of these sectors. Thus the economics underlying many of the sectors and the financing aspects of regulated industries and PPPs are important foci of this course.
In India the infrastructural failure has been deep and despite the developments since the reform of 1992-93, which had opened the sector to private capital. For success in late industrialization, infrastructure is not possible without adequate state capacity since the option of the “naturalistic evolution of infrastructure” as in the early industrialized countries, is hardly possible. The limitation of the Indian state puts infrastructural development in a spot.  The deep rooted problems in the approach of policy, frameworks, legislation, and regulation need to be understood in ways that lead to correctable solutions.  
The course has overall 25 sessions. The course would be helpful in consultancy and finance, especially in government and regulatory verticals. 
The course would demand that students have read the subject matter as in the outline below. The readings provide the background material. Discussions in the class may go on to aspects and questions well beyond those covered in the readings.  For those deeply interested it is suggested that they go through the reference material as well.
REFERENCE MATERIALS
Morris, S., & Shekhar, R. (2002). India Infrastructure Report 2002-Governance Issues for Commercialization, 3inetwork and Oxford University Press, Delhi (http://www.idfc.com/pdf/report/IIR-2002.pdf )
Mohanty Nirmal, Runa Sarkar and Ajay Pandey (2009), India Infrastructure Report 2009-Land A Critical Resource for Infrastructure, 3inetwork and Oxford University Press, Delhi
(http://www.iitk.ac.in/3inetwork/html/reports/IIR2009/IIR_2009_Final_July%2009.pdf)
Morris, S (ed.) (2004) India Infrastructure Report 2004 -Ensuring Value for Money, 3inetwork, Oxford University Press, New Delhi
(http://www.idfc.com/pdf/report/IIR-2004.pdf)

Raghuram, G., Sinha, S.,Jain, R., Morris, S., Pangotra, P., (1999). Infrastructure Development and Financing: Public Private Partnership, Macmillan, Delhi.
Report of the Steering Committee for the 12th Plan on Housing and Urban Development, Planning Commission, Delhi, Nov. 3, 2014, (http://planningcommission.gov.in/aboutus/committee/index.php?about=12strindx.htm#hud )

Report of the Steering Committee for the 12th Plan on Transport, Planning Commission, Delhi, Nov. 3, 2014,  
(http://planningcommission.nic.in/aboutus/committee/index.php?about=12strindx.htm#tran)

Report of the Steering Committee for the 12th Plan on Power and Energy, Planning Commission, Delhi, Nov. 3, 2014,  

(http://planningcommission.nic.in/aboutus/committee/index.php?about=12strindx.htm#pow)
Report of the Steering Committee for the 12th Plan on Water Resources, Planning Commission, Delhi, Nov. 3, 2014,  

(http://planningcommission.nic.in/aboutus/committee/index.php?about=12strindx.htm#wr)
Model Concession Agreement on Highways (Overview of the Framework), Planning Commission, Delhi, (http://planningcommission.nic.in/reports/genrep/OverviewMCA.pdf )
SESSION WISE CONTENTS AND OUTLINE

Sessions 1-2 Varieties of market failure and regulatory initiatives (SM)
(12/6/17 – 13/6/17) 08:45 – 10:00
Natural monopoly failure. The evolution of natural monopolies in many network industries. Concepts of competition, social and private cost, market power and the need / demand for regulation/ state ownership. Examples from the historical experience of regulation in the US and UK in town gas, electricity, airlines, telecom, and trucking and rail. Two part tariffs, Cost plus and incentive regulation, price cap regulation, sliding scale, and the experience of the same.
Readings

1. Cris Decker (2009), “Characteristics of Alternative Price Control Frameworks”, OFGEM.
2. Morris, Sebastian (mimeo) On Regulation

Recommended Reading:
1. Varma, Jayanth (2001), “Regulatory Dilemmas in Infrastructure Financing”,  Chapter 4, in Morris, Sebastian (ed.), India Infrastructure Report 2001 – Issues in Market Structure and Regulation, 3inetwork and Oxford University Press, 2001, New Delhi.
2. Pollitt, Michael G (2000), “The Declining Role of the State in Infrastructure Investments in the UK”.
Sessions 3-4 The appropriability failure (SM)
(14/6/17 & 19/6/17) 08:45 – 10:00
What is appropriability “failure”? Lack of excludability, merit goods. Additivity of benefits. Characteristics of drinking water, sewerage, sanitation, city roads. Addressing the dual market failure state ownership, regulation, subsidy and PPPs.

Readings

1. Mansfield, Edwin (1985), “Public Goods, Externalities and the Role of Governments”, Chapter 16, Microeconomics – Theory and Applications, Fifth Edition, W. W. Norton and Company, New York and London.

2. Morris, S. (2001), Chapter 1’Overview’ in, The India Infrastructure Report-2001: Issues in Regulation and Market Structure, Oxford University. Press, New Delhi.

Sessions 5 PPPs the economic basis (SM)
(20/6/17) 08:45 – 10:00
The concept of PPPs. Addressing multiple market failures through PPPs. SPVs. Endogenous risks. Project structuring basic concepts. 

Reading:

1.  Model Concession Agreement in the Road Sector, Planning Commission

Case:

1. GOI (2015), “Report on Committee on Revisiting and Revitalising Public Private Partnership Model of Infrastructure”, Chaired by Vijay Kelkar , Ministry of Finance (Department of Economic Affairs), Nov.
Recommended Readings:

1. Morris, S. (2004), Page 14 in, The India Infrastructure Report-2004: Issues in Regulation and Market Structure, “Large investment programme in the sector can be part of the next ‘new deal’ to keep the economy from slipping into recession”, Oxford University Press, New Delhi.

2. Morris, S. (2012) “Infrastructure” in Basu, Kaushik and  Annemie Maertens (2012), The Oxford Companion to Economics in India, Oxford University Press, New Delhi
3. Morris, S., & Shekhar, R. (2002).Chapter 2 in India Infrastructure Report 2002-Governance Issues for Commercialisation, “The Challenges to Governance in India”, 3inetwork and Oxford University Press, New Delhi
Sessions 6-7 Unbundling and created markets (AP and SM)
(21/6/17  & 27/6/17) 08:45 – 10:00
Unbundling to limit regulatory and related actual to sub-sectors. Freeing “competitive” sectors through “open access” common carrier principles. Creating markets. Market design principles. The case of markets in electricity stylistically considered and generalization. Markets in gas. 

Readings 

1. Hogan, W. W. (1998). Competitive electricity market design: A wholesale primer. December, John F. Kennedy School of Government, Harvard University.
2. Paul, L. Joskow, Lessons Learned from Electricity Market Liberalization 

   (http://www.powermin.nic.in), (http://www.cea.nic.in), (http://www.cerc.org)

Sessions 8 The electricity sector in India. Reforms.  (AP)
(28/6/17) 08:45 – 10:00
The electricity sector. Bidding frameworks. Creating markets in electricity. Markets under congestion.  The problems of electricity sector in India. Electricity Act 2003. Case 1 and Case 2 form of UMPPs in India –Problems and prospects. Subsidy distortions.

Reading:
1. Pandey, Ajay & Sebastian Morris, (March 25, 2009), Electricity Reforms and Regulations -A Critical Review of Last 10 Years’, Final Report, IIMA
Case: 

1. Pandey, Ajay,(2014), Adani Power Limited: Renegotiating Long-term Electricity Contracts (A), (B), IIMA/0114(A), IIMA/PSG0114(B)
Recommended Readings:
Websites to visit http://www.powermin.nic.in http://www.cea.nic.in, http://www.cerc.org
Session 9-10-11:  Procurement, project structuring and financing (AP)

(03-05/7/17) 08:45 – 10:00

The risk allocation model. Endogenous risk again. State support. Annuity. Cases from roads, oil and gas/ coal, electricity sectors. Public procurement

Cases:

1. Hillion, Pierre & White, Bowen, (2014), BrisConnections (A), INSEAD Case Study, Harvard Business Review.

2. Pandey, Ajay, (2014), Production Sharing Contracts in Indian Oil & Gas Sector , IIMA/PSG0115.
3. An additional case to be distributed later in class.

Sessions 12-15: The Telecom and related sectors (RJ)

(10-12/7/17 & 24/7/17 ) 08:45 – 10:00
Technology network drivers in telecom. The technological basis of the sector/s. Global developments since 1990. Reform of the telecom sector in India. Data networks and their characteristics. Design of complex auctions for spectrum. The structure of the business. USO issues. Content and network. Consolidation and unbundling in the sector.`
Reading:

Overview Policy and Regulation Issues in telecom Sector

1. a) Introduction:  Indian Telecom Sector
b) Jain, Rekha, & G, Raghuram, (2015),  Lesson of Reforms of the Telecom Sector, WP-No. 2015-03-22, IIMA.


2. Jain, Rekha, (2010), Policy and Regulatory Institutions: Indian Telecom Sector, IITCOE, IIMA

3. Auction Design: Jain, Rekha, (2001), Spectrum auctions in India: lessons from experience, Telecommunications Policy, volume 25, ​pp 671–688.
Jain, Rekha, (2010), 3G Auctions: Winners and Losers, The Economic Times, June 24, 2010
4. Net Neutrality: To be distributed 

Cases

1. Jain, Rekha , (2014), Spectrum Management in India (A), IIMA/IITCOE0005(A)
2. Jain, Rekha , (2014), Spectrum Management in India (B), IIMA/IITCOE0005(B) : To be distributed in class

3. Jain, Rekha & G, Raghuram, (2004) Bharti Cellular (A) IIMA/PSG0092(A)
Sessions 16-20 Concepts in the design and operation of transport systems. Issues in transportation in India (GR)
(25-26/7/17, 31/7/17 & 01-02/08/17) 08:45 – 10:00
Networks, carrying capacity, limited competition, service to carrying capacity tradeoffs. Multimodal concepts.  PPPs in transport sectors – a priori considerations.  Issues in structuring road rail and airport projects in India

Readings & Cases:
1. Session 16: 

Mohan, Rakesh, (2014), “National Transport Development Policy Committee Report”, Vol. 1-Page 1-83), Routledge, New Delhi
2. Session 17:  

Raghuram, G & Rachna, Gangwar, (2010) “Lessons from PPPs of Indian Railways and Way Forward”, W.P. No. 2010-08-02, IIMA

Rachna, Gangwar & Raghuram, G, (2014), “Framework for Structuring Public Private Partnerships in Railways”, Case Studies on Transport Policy, Elsevier
3. Session 18: 

Ramakrishnan, T.S, & Raghuram, G (2012), “Evolution of Model Concession Agreement for National Highways in India”, W.P. No 2012-07-01, IIMA
Raghuram, G, (2011), “Yamuna Expressway”, IIMA/CIPR0009
4 Session 19: 
Jacob, J & G Raghuram, (2013), “Delhi Metro – Airport Express Line”, IIMA/CIPR0012
Raghuram, G, (2014), “Delhi Airport Metro Express Pvt Ltd”, IIMA/CIPR0017
5 Session 20: 
Raghuram, G, Prashanth, D., Udayakumar & Richa, Prajapati (Forthcoming 2016), “Effect of Legal Issues in Infrastructure Development: The Case of Container Terminal Bids in Jawaharlal Nehru Port Trust”, Transportation Research Procedia, Elsevier.
Sessions 21-23: Urban Sectors (BV)
(08-09/8/17 & 14/8/17) 08:45 – 10:00
Sewerage and sanitation systems, drinking water, solid waste and their characteristics. PPPs in these sectors. The Indian experience. Policy lacunae. The issue of standards. Social value and public value losses in the sectors. Organizational issues in municipalities

Readings:

1. Savage, David & Shubhagato Dasgupta, (2006), “Governance framework for Delivery of Urban Services, Urban Infrastructure” pp 42 to 57 in The India Infrastructure Report-2006,  Oxford University. Press, New Delhi.
2. Kundu, Debolina, & Dibyendu Samanta, (2011), “Redefining the Inclusive Urban Agenda in India”, Vol xlvi no 5, Economic and Political Weekly, pp 55-63
3. Srinivasan, Krithika,(2006), “Public, Private and Voluntary Agencies in Solid Waste Management: A Study in Chennai City”, Economic and Political Weekly, 41 (22). pp. 2259-2268
Case:

1. The Tipping Point: Solid Waste Management at Ahmedabad Municipal Corporation (Will be Distributed later)

Sessions 24-25 Select aspects of the infrastructure sector (particularly on India issues)
(16/8/17 & 17/8/17) 08:45 – 10:00
Topics that could be covered for 2015-16 are given below. This is only an illustrative list. Every group could work intensively on the topic in charge collaboration with one or more faculty. Some of the group would present their findings to the entire class. The groups have to bring out problems and issues and the implication for practice and policy.

· Real Estate Regulation (SM, AP)
· Coal block allocation (AP)
· Network neutrality (RJ)
· Multimodal transport in India – the beginnings (GR)
· Public sector banks and financing of infrastructure (SM, AP)
· Model concession agreement (AP)
· 3PI – A lost initiative (SM)
· Urban Planning (BV, SM)
· Industrial estates (AP)
· Relevant market models for Indian electricity (AP)
· Energy security – International procurement and contracting issues (AP)
· The structure of the gas markets in the US (AP)
· Transport networks in Indian cities – Case of a city? (GR)
· Environment Issues (BV)
· Case studies of recent privatization experiences (GR)
Extra Slots: 21-23/08/17 (3 Slots)

EVALUATION

Presentations (6 nos)  

20%

Term end Exam


45%

Class participation

15%



