Towards Transaction Cost Regulation






Institutional Change in Agriculture and Natural Resources
Institutioneller Wandel der Landwirtschaft und Ressourcennutzung

Governing Sustainability in India

edited by/herausgegeben von
Volker Beckmann & Konrad Hagedorn

Volume/Band 51

Ranjan Kumar Ghosh

Towards Transaction Cost Regulation

Insights from the Indian Power Generation Sector

Shaker Verlag
Aachen 2014



Bibliographic information published by the Deutsche Nationalbibliothek
The Deutsche Nationalbibliothek lists this publication in the Deutsche
Nationalbibliografie; detailed bibliographic data are available in the Internet at
http://dnb.d-nb.de.

Zugl.: Berlin, Humboldt-Univ., Diss., 2014

Copyright Shaker Verlag 2014

All rights reserved. No part of this publication may be reproduced, stored in a
retrieval system, or transmitted, in any form or by any means, electronic,
mechanical, photocopying, recording or otherwise, without the prior permission
ofthe publishers.

Printedin Germany.

ISBN 978-3-8440-3263-5

ISSN 1617-4828

Shaker Verlag GmbH « P.O.BOX 101818 « D-52018 Aachen

Phone: 0049/2407/9596-0 + Telefax: 0049/2407/9596-9
Internet: www.shaker.de « e-mail: info@shaker.de



Aim and Scope of the Series

,.Nothing endures but change*. Heraclitus the Ephesian (ca. 535-475 BC)

Institutions, defined as “the rules of the game”, are a key factor to the sustaina-
ble development of societies. They structure not only the multitude of human-
human interactions of modern societies, but also most of the human-nature in-
teractions. Poverty, famine, civil war, degradation of natural resources and even
the collapse of ecosystems and societies often have institutional causes, likewise
social and economic prosperity, sustainable use of resources and the resilience
of socio-ecological systems. Agriculture, forestry and fisheries are those human
activities where the interdependencies between human-human and human-nature
interactions are perhaps most pronounced, and diverse institutions have been
developed in history to govern them.

Social and ecological conditions are, however, ever changing, which continu-
ously challenge the existing institutional structure at a given point in time. Those
changes may be long-term, like population growth or climate change, medium-
term, such as new technologies or changing price relations, or short-term, like
floods or bankruptcies, but all of them pose the question whether the rules of the
game need to be adapted. Failures to adapt timely and effectively may come at a
high social cost. Institutional change, however, face a principal dilemma: on the
one hand, institutions need to be stable to structure expectations and effectively
influence human behaviors; on the other hand, they need to be adaptive to re-
spond to the ever changing circumstance mentioned above. Understanding sta-
bility and change as well as developing adaptive institutions and effective, effi-
cient and fair mechanisms of change are, therefore, of central importance for
societies and an ongoing research challenge for social scientists.

If we want to improve the effectiveness, efficiency and adaptability of institu-
tions, it stands to reason that we have to develop a good understanding of the
causes, effects, processes and mechanism of stability and change. This is the aim
of the series “Institutional Change in Agriculture and Natural Resources,” which
attempts to answer the questions "How do processes and mechanism of institu-
tional change actually work? What and who are the main determinants and ac-
tors driving, governing and influencing these processes? What are the economic,
political, social and ecological consequences? How can adaptive institutions be
designed and developed, and what governance structures are required to make
them effective?” These are the questions at the heart of the series. The works
published in this series seek to provide answers to these questions in different
economic, social, political and historical contexts.

Volker Beckmann and Konrad Hagedorn
Ernst-Moritz-Arndt-Universitit Greifswald und Humboldt-Universitit zu Berlin






Focus of the Governing Sustainability in India subseries

Deep transformations of interconnected social, ecological and technical systems
are taking place in many regions of the world, requiring complex processes of
institutional change. In India, such processes of transformation are particularly
intense. As in many other countries, the main drivers there can be found in
population growth associated with demographic change and economic growth,
closely interlinked with technological change. Especially in Indian society, this
often occurs in contexts of high population density, extreme resource scarcity,
weak carrying capacity of ecosystems and harmful pollution. The growing
economy calls for reliable energy provision and increased energy efficiency
while, at the same time, also needing to cope with climate change.

The ICAR subseries Governing Sustainability in India provides a collection
of studies on such action situations in both rural and urban areas. Rural areas are
increasingly affected by the above-mentioned problems, as people’s livelihoods
there often depend directly on well-functioning bio-physical systems. They suf-
fer from soil erosion, declining water tables, loss of biodiversity, impacts of cli-
mate change and other crucial problems. In Indian cities meanwhile, particularly
its emerging megacities, urbanization is proceeding rapidly, leading to increased
demand on natural resources. Changing lifestyles and economic growth are in-
creasing energy consumption and greenhouse gas emissions. Climate change
impacts, worsened by such urban developments, are already causing extreme
weather events such as floods, heat waves and droughts.

In such action situations, crafting institutions can be the key to achieving sus-
tainable development. The young researchers presenting their analyses in this
subseries have accepted this challenge and engaged in excellent, in-depth stud-
ies. A variety of related issues were analysed, including enhanced energy effi-
ciency, power-generation efficiency, policies for renewable energy, political
discourses for promoting biofuels, sustainable traffic solutions, sustainable food
chains, localized food systems, food accessibility for the urban poor, electricity
provision for irrigation, microcredit organisations to combat poverty, govern-
ance of water allocation, industrial water pollution abatement, collective action
in watershed management, rehabilitation of displaced farmers, and local service
delivery. We are very grateful to the authors for having employed well-
developed analytical frameworks, enlightening theoretical approaches and mul-
tiple methods to contribute to our common knowledge base. They have been
working together with many partners in India and elsewhere, to whom we also
want to express our special gratitude.

Volker Beckmann and Konrad Hagedorn
Ernst-Moritz-Arndt-Universitidt Greifswald & Humboldt Universitit zu Berlin
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