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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

Ministry of Finance reportedly considers pushing subsidy costs to next 
year’s budget
The Ministry of Finance may push US$15 billion in subsidy costs into next year’s budget in order to keep the fiscal 
deficit at 4.8 per cent of the GDP by March 31, 2014, according to ministry officials. Some of the costs could be 
reduced by increasing fuel prices; however, that is becoming more politically challenging as the country moves 
closer to national elections next year. A similar move was made last year when the finance minister shifted US$15 
billion into this year’s budget, reducing the fiscal deficit by 1 percentage point (Reuters, 2013). 

Kirit Parikh Panel issues draft report on diesel pricing 
As part of the diesel pricing reforms, the Kirit Parikh Panel suggested in late September that diesel prices should be 
increased by INR 1-1.5 per litre per month, instead of the current INR 50p per litre per month. 

The panel, set up by the Ministry of Petroleum and Natural Gas earlier in the year to examine diesel pricing, also 
suggests in its draft report that diesel prices should to be determined using a trade parity formula, which is the 
weighted average of import price (80 per cent) and export price (20 per cent). 

In doing so, the panel runs against the the recommendation of the Finance Ministry, which favours export parity 
pricing (i.e. the export price of domestically produced petroleum products). The panel explains that export parity 
pricing is not an appropriate benchmark in India given that more than 80 per cent of India’s crude oil is imported 
(HinduBusinessline, 2013).

Petrol prices come down, as diesel goes up 
The price of petrol was reduced by INR 3.66 per litre on October 1st, bringing the price to INR 72.4 per litre in 
Delhi (Times of India, 2013). In contrast to diesel, petrol prices are deregulated, and this latest price revision is due 
mainly to a stronger rupee. 

Meanwhile, the price of diesel was increased by INR 50p per litre on October 1st, the ninth price increase so far 
this year. Through these regular price increases the government is aiming to eliminate under-recoveries on diesel 
by next year. That plan, however, faced set-backs earlier in the year, as a severely weakened rupee led to mounting 
under-recoveries even as pump prices were raised. Under recoveries rose to INR 14.5 per litre on September 16th 
(Penagonda, 2013) but fell to INR 10.52 per litre on October 13th (PPAC, 2013), primarily because of the rupee 
appreciating against the dollar and a fall in international oil prices (Outlook, 2013).
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Aadhaar not mandatory to receive LPG cash transfers, says petroleum 
ministry 
On October 9th the Minister of Petroleum and Natural Gas, Veerappa Moily, affirmed that an aadhaar number (the 
unique identification) is not mandatory for accessing LPG subsidies, in light of an earlier Supreme Court decision 
(Mehdudia, 2013). Aadhaar numbers have been central to the government’s scheme of delivering subsidies for LPG 
through a direct cash transfer, rather than selling cylinders at subsidized prices. But the Supreme Court recently 
decided that the government could not condition the receipt of public services and subsidies on the possession of 
an aadhaar number.  

Under an ambitious plan, the government is aiming to have the cash-transfer scheme (termed Direct Benefits 
Transfer) operating across India by the end of the year, starting first in districts where aadhaar registration is high. 
However, the press has reported several operational challenges in districts where the scheme is up-and-running, 
such as confusion over the amount of subsidy amount transferred (Jalali, 2013), not receiving the subsidy (Milton, 
2013) and trouble with the software dealing with LPG cylinder deliveries (Times of India, 2013).
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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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