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AS PART OF ITS WORK ON ENERGY POLICY AND SUSTAINABLE DEVELOPMENT
DEC EM BER IN INDIA, THE INTERNATIONAL INSTITUTE FOR SUSTAINABLE DEVELOPMENT'S
GLOBAL SUBSIDIES INITIATIVE PUBLISHES A REGULAR BRIEFING ON ISSUES RELATED
2013 TO ENERGY SUBSIDIES. FOR MORE INFORMATION, CONTACT DAMON VIS-DUNBAR
AT DVIS-DUNBAR@I1ISD.ORG AND SHRUTI SHARMA AT SHRUTI.SHARMA@IISD.ORG

Incremental increases to diesel prices continue

Diesel prices were increased by 50p to INR 53.1 per litre on November 1Ist, marking the 10th price increase since
January 2013. At current prices, diesel under recoveries amount to INR 9.58 per litre (FirstPost, 2013). At the start
of the reforms in January 2013, the diesel under recovery was INR 9.6 per litre, before shooting up to INR 14.5 per
litre in September due to a weak rupee and high international oil prices. These two factors have since stabilized,
helping to reduce under recoveries (PPAC, 2013).

A panel, led by Kirit Parikh, set up to review diesel pricing has recently recommended that diesel prices should be
immediately hiked by INR 5 per litre, which would cut the annual fuel subsidy bill by INR 400 billion (approx. US$ 6
billion) (Reuters, 2013). In response, the Minister of Petroleum and Natural Gas, Veerappa Moily, said that a steep
price increase will not be considered at this time, but the monthly increases of 50p per litre will continue (Airy,
2013). He added that upcoming elections will not come in the way of price deregulation (Mishra & Saikia, 2013).

Budget for petroleum subsidies may fall short

The Indian government may rely on next year's budget (2014-15) to compensate Qil Marketing Companies
(OMCs) for the losses they incur from selling subsidised petroleum products (the ‘under recoveries’). For the
current financial year the government has allocated INR 650 billion for petroleum subsidies; of this INR 450 billion
has been used to pay the balance owing to OMCs from the previous year. The rolling over of the subsidies to next
year is a move to contain the fiscal deficit to 4.8% of GDP (Sahu, 2013).The government has also sanctioned a
payment of INR 17.72 billion to the OMCs as compensation for half of their under recoveries in the second quarter
of 2013-14 (ZeeBusiness, 2013).

Confusion over unique IDs and access to LPG cash transfers

Liquefied Petroleum Gas (LPG) distributors are receiving mixed messages over whether they are to ask consumers
for aadhaar (unique identity) cards. A national scheme to distribute LPG subsidies through a cash transfer had
been reliant on aadhaar cards, but the Supreme Court recently ruled that access to government subsidies and
services should not require possession of the unique ID. Since that ruling, some district administrations have
stopped not asking for aadhaar cards; however, some OMCs are reportedly demanding that distributors continue
asking consumers for their unique ID number (Samaga, 2013)
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Despite controversy, Reliance Industry to benefit from higher gas prices
next year

GAIL India, the largest state-owned natural gas processor and distributor, is planning to set up a green corridor
from the city of Jalandhar in the north to the southern city of Bangalore. The plan is to set up gas fuelling stations
along this corridor and widen the access of gas beyond cities. The move is aimed at increasing usage of gas by
transportation vehicles, which may find gas a cheaper alternative than deregulated diesel prices (DNA, 2013).

The Minister of Petroleum and Natural Gas, Veerappa Moily, has confirmed that there will be uniform gas pricing
for domestic producers, including Reliance Industries. Earlier in the year, the Cabinet approved a new gas pricing
formula from April 2014. Debate has focused on whether Reliance, the largest private producer, should benefit
from new pricing next year. Some have alleged that Reliance has been under producing gas so as to make a windfall
profit from the new pricing in April 2014. The ministry is allowing uniform pricing for everyone but asking Reliance
to submit a bank guarantee of $135 million for every quarter to ensure production meets targets (IBNLive, 2013).
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Published by the International Institute for Sustainable Development.

International Institute for Sustainable Development

Head Office

161 Portage Avenue East, 6th Floor, Winnipeg, Manitoba, Canada R3B 0Y4
Tel: +1 (204) 958-7700 | Fax: +1 (204) 958-7710 | Web site: www.iisd.org

About IISD

The International Institute for Sustainable Development (IISD) contributes to sustainable development by
advancing policy recommendations on international trade and investment, economic policy, climate change and
energy, and management of natural and social capital, as well as the enabling role of communication technologies

in these areas. We report on international negotiations and disseminate knowledge gained through collaborative
projects, resulting in more rigorous research, capacity building in developing countries, better networks spanning the
North and the South, and better global connections among researchers, practitioners, citizens and policy-makers.

[ISD’s vision is better living for all—sustainably; its mission is to champion innovation, enabling societies to live
sustainably. [ISD is registered as a charitable organization in Canada and has 501(c)(3) status in the United
States. IISD receives core operating support from the Government of Canada, provided through the International
Development Research Centre (IDRC), from the Danish Ministry of Foreign Affairs and from the Province of
Manitoba. The Institute receives project funding from numerous governments inside and outside Canada, United
Nations agencies, foundations and the private sector.

About GSI

GSlis an initiative of the International Institute for Sustainable Development (IISD). GSI puts a spotlight on
subsidies—transfers of public money to private interests—and how they impact efforts to put the world economy
on a path toward sustainable development. In cooperation with a growing international network of research and
media partners, GSI seeks to lay bare just what good or harm public subsidies are doing; to encourage public
debate and awareness of the options that are available for reform; and to provide policy-makers with the tools
they need to secure sustainable outcomes for our societies and our planet.

International Institute for Sustainable Development
Global Subsidies Initiative

International Environment House 2

9 chemin de Balexert, 1219 Chatelaine, Geneva, Switzerland
Tel: +4122 917-8373 | Fax: +4122 917-8054
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