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

Energy pricing features in election campaigning 
Several political parties are campaigning on energy subsidies in the run up to national elections, to be held from 
April to May 2014. The regional political party All India Anna Dravida Munnetra Kazhagam (AIADMK1) has 
promised to further increase the quota of subsidised LPG cylinders and freeze prices for domestic oil and gas. It 
would also withdraw the authority given to Oil Marketing Companies (OMCs) to determine the price of petrol and 
diesel (NewsTrack India, 2014). 

Meanwhile, former Delhi Chief Minister Arvind Kejriwal’s political party, Aam Aadmi Party (AAP), has made gas 
pricing an issue for the upcoming national elections. AAP has accused other political parties of collaborating with 
gas companies to raise prices, and has also recently registered a criminal case against Reliance head Mukesh 
Ambani and the Minister of Petroleum and Natural Gas, Veerappa Moily, over natural gas pricing policy (Indian 
Express, 2014).

However, contrary to AAP’s complaint that Reliance, a private company, will be the biggest winner from the 
government’s decision to raise gas prices in April of this year, reports indicate that state-run exploration companies, 
like ONGC, have more to gain. Reliance produces only 10 per cent of India’s natural gas, with other state-owned 
companies producing a much larger share. ONGC also has older fields which have already recovered their initial 
development cost  (Economic Times, 2014).

Power Ministry recommends subsidizing gas-based power plants  
The Ministry of Power circulated a draft note in February 2014 to the Cabinet Committee on Economic Affairs that 
recommends subsidising the price of electricity generated from gas-based power plants. With gas prices set to rise 
on April 1st under a new pricing mechanism, gas-based power is expected to increase to Rs 6-7 per unit from the 
current Rs 3.5-5. The note estimates that this subsidy would amount to Rs 20 billion (US$ 0.3 billion) for 2014-15 
(Chowdhury, 2014).

Prices for subsidized LPG are lowered 
Shortly after last month’s decision to increase the quota of subsidised cylinders available to households from 9 to 
12, the government cut the price of non-subsidised cylinder by Rs 107. That brings the cost of a non-subsidized 14.5 
kg cylinder to Rs 1,134, down from Rs 1,241, in Delhi. Non-subsidised cylinders had increased by Rs 220 per cylinder 
in January 2014. The price reduction is due to lower international oil prices, according to the oil marketing company 
(OMC), Indian Oil Corporation  (Indian Express, 2014a).

1 All India Anna Dravida Munnetra Kazhagam (AIADMK) is a political party in the state of Tamil Nadu and currently in power 
there.
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Incremental increases to diesel prices continue 
Diesel prices were increased by 50 paise in late January 2014, marking the 13th price increase since January 2013. 
Even after price adjustments, OMCs’ under recovery is Rs 7.4 per litre, according to Indian Oil Corp, the nation’s 
largest fuel retailer (Indian Express, 2014a).

Finance Ministry approves payments to OMCs for losses 
The Finance Ministry sanctioned Rs 100 billion (US$ 1.67 billion) in payments to OMCs for under-recoveries 
incurred between October and December 2013. For the same period, the OMCs claim to have lost Rs 397.25 billion 
from selling under-priced diesel, kerosene and cooking gas (LPG). The payment from the government will only 
partially compensate OMCs for their losses, while upstream oil companies will also share the burden (Economic 
Times, 2014a).  
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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.

IISD’s vision is better living for all—sustainably; its mission is to champion innovation, enabling societies to live 
sustainably. IISD 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
GSI is 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. 
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