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Chapter 5 
 

5 DISCUSSION 

 

Energy price has a prime importance on country’s economy, especially for a 

developing nation. On one hand it has an impact on living expenses of the general 

public and on the other hand, it detract the foreign investors for investing for 

manufacturing plants . But at the moment, energy prices are very high as it is the 

highest in the south Asian region. Now it is apparent that the main reason for rising 

electricity prices to an extremely higher level is mainly due to the non-

implementation of proposed power generation plan and integration of diesel plants 

on temporary basis without having a proper national power generation policy. 

According to the Long terms generation plans proposed by the CEB, the first coal 

power plant was to be commissioned by the year 1998. But it took another 14 years 

to become a reality. 

With the introduction of coal technology for Power Generation, until 2025 it shows 

a reduction of electricity prices due to the low production costs. As per the results of 

the study the forecasted power generation cost for the year 2013 is 16.54 LKR. 

According to the published data of PUCSL, the generation cost calculated based on 

the actual cost incurred for the year 2012 is 16.30 LKR. And when it is compared 

with the actual published data, calculated results are in line with in a proposed trend 

line of the research. And as per the study, generation costs will be further reduced 

due to the fact that coal generation will govern the power generation in future. 

And again though it is highly criticized in the current context that diesel plants are 

the major cause for this problem, but there was era, where diesel prices were very 

cheap, and as it is very low, diesel plants should be built. Even the long term 

generation plan of CEB proposed diesel plants as well. As per the Figure 4.8, it is 

vividly demonstrated that, in  year 2004 and 2007-08 period, diesel prices has 

increased significantly along with the crude oil prices in the market. But currently, 

due to the increased prices of diesel, it has become the higher cost generation option. 
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Currently coal has become the prime source for power generation in the country as it 

is cheap. But coal is introduced 14 years later than it should have been. And 

according to the latest long term generation plan, until 2025 and further, coal has 

become the major source for power generation. It is very critical at this stage to 

deeply analyze the question that, are we going to fall into the same trap again by 

looking at the current coal prices and since it is cheap  at this stage to think about 

more coal plants. The primary reason behind this study is that, rather than looking at 

the current coal prices, it is very critical to look at future of the fuels and forecast 

future electricity prices. In the long term generation plan of CEB, it provides 

calculations based on the prevailing fuel prices only.  

And also it is very important to look at the energy price prediction as it helps to 

investors and industrialists who are interested on developing manufacturing or 

automated assembling plants in the country, as the energy bill would be the most 

prominent overhead of their production.  

According to the analysis, electricity prices are in a trend line where, it will slash 

almost 30% than the prevailing prices. The first major reason for such is the 

introduction of coal where other existing expensive thermal sources such as diesel 

will be removed (retired) from the system. As the power generation becomes more 

and more depending on coal, electricity prices reduces.  

And in terms of forecasted prices, this can be identified mainly due to the two 

reasons. First is than according the forecasts proposed by the experts, crude oil price 

stays steadily and as a result, production cost of diesel, FO and naphtha production 

prices keeps at a steady rate. And further coal prices increases around 12% by 2025 

which is not a significant increment. And further new plants are built in large scales 

then the economies of scale have a positive impact on reducing prices. Hydro power 

generation is at a saturated level and further according to the rainfall predictions, 

annual rainfall will reduce gradually which results in reduction in production of 

hydro power over the period of study. 
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Figure 5.1: Coal production forecast 

(Source: Energy Watch Group, Coal: Resources and Future Production, 

www.energywatchgroup.org) 

But though the electricity prices reduce due to the fact that electricity production 

from coal is cheap, it is required to look into this matter in a broader aspect as well. 

Because as per the researches, it says that the peak coal production will come in year 

2025-2030 periods [11]. Anyway we as a country which is behind introducing coal 

to the production system where we could have saved millions of money if the plans 

were implemented as it was in black and white. And further due to above 

predictions, coal prices can be increased unless more coal reserves are identified. 

One of governing fact which is required to be considered in electricity production is 

the developing policies due to the climate change.  

Coal burning is responsible for one-third of all our carbon dioxide pollution (CO2). 

It is the most polluting way to generate electricity accounting for over 70 percent of 

the CO2 emissions from the power sector [15]. CO2 is the most prevalent of the 

greenhouse gasses (GHGs) fuelling the greatest environmental, humanitarian and 
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economic threat the world has ever faced. On average one 500-megawatt coal-fired 

power plant produces approximately 3 million tons/year of CO2. Each plant's 

emissions depend on its size and efficiency.  

As a resolution Carbon Capture and Storage (CCS) methods which aims to reduce 

the climate impact of burning fossil fuels by capturing CO2 from power station 

smokestacks and disposing of it underground. Its future development has been 

widely promoted by the coal industry as a justification for the construction of new 

coal-fired power plants. However, the technology is largely unproven and will not 

be ready in time to save the climate. Global greenhouse gas emissions must peak by 

2015 and then start falling by at least 50 percent by 2050, compared to 1990 levels 

[12]. 

Therefore, in future, true cost of coal can be changed & increased further due to the 

requirement of such in pursuance of saving the environment. Therefore, solely 

depending on coal without any alternative source would not keep this nice reduction 

of electricity prices. 

 

 

 

 

 

 

 

 

 

 


