SPEECH OF SHRI MURLI DEORA, HON’BLE MINISTER OF PETROLEUM AND NATURAL GAS AT THE MEETING OF THE CONSULTATIVE COMMITTEE OF MEMBERS OF PARLIAMENT FOR THE MINISTRY OF PETROLEUM AND NATURAL GAS ON FRIDAY, 8TH FEBRUARY 2008 AT BENGALURU


My colleague in the Ministry Shri Dinsha Patel Ji, Hon’ble Members of the Consultative Committee, Secretary, Additional Secretary and Officers of the Ministry, Chief Executives of Oil Public Sector Undertakings and Officers of the Parliament Secretariat, I welcome you all to the first meeting of the Consultative Committee of the 2008 being held in this beautiful city of Bengaluru.

2.
The topic of today’s meeting is “International Oil Prices and their impact on India”.   Before initiating the discussion on this important topic, I would like to share with you an important development, which has taken place since our last meeting on 12th December 2007 at New Delhi. The much-awaited Seventh Round under New Exploration Licensing Policy (NELP) was launched at New Delhi on 8th January 2008.  This Round offers 57 exploration blocks covering 1.71 lakh square kilometers of sedimentary basin area.  The package consists of 29 on-land blocks, 19 deepwater and 9 shallow-water blocks.  NELP road shows, which commenced at Mumbai on 8th January 2008, have already covered important international centers such as London, Houston and Calgary during January 2008.  Next will be Singapore and Perth (in Australia) to be covered shortly. The objective of these road shows is to showcase India’s remarkable achievements under the NELP in the last seven years and to hard-sell India’s hydrocarbon potential as an attractive destination for global capital and technology.

3.
Coming to today’s topic, we all know the critical role played by oil and gas in the economic development of a country.  Fuels such as PDS Kerosene and domestic LPG are essential commodities, next only to food, and impact the life of common man in a major way. Therefore, managing the supplies and prices of sensitive petroleum products is a key policy issue for the government.

4.
International oil prices have been touching new highs since 2003-04.  The price of crude oil in USA touched 100 US dollars a barrel on 2nd January 2008.  Since then, it has been hovering around 90 US dollars a barrel.  The price of the Indian basket of crude oil, which averaged 23 US dollars a barrel in March 2002, rose more than 50% to US 36 dollars a barrel in May 2004, when the UPA Government came to power.  Since then, international oil prices have risen by over 150 %.

5.
The impact of high oil prices on the oil-importing countries can vary, depending on the level of development and the energy intensity of the economy, as also on the degree of oil import dependence.  

6. 
The Government is committed to ensuring high economic growth of the country, to eradicate poverty and to remove socio-economic imbalances. The experience of countries like Japan, Taiwan and South Korea has shown how high growth can eliminate poverty and transform a developing country into a developed one.  The two issues that need to be addressed are: (i) sustainability of high growth with moderate inflation and (ii) inclusive nature of growth, which means the “aam admi” should share the benefits of high economic growth.  In the last two years, the Indian economy grew by over 9% per annum, with moderate inflation.  Last year, the growth rate was 9.6%, the highest in the last 18 years.  Today, India is again poised to achieve double-digit growth.  

7.
However, sustenance of this high growth faces the difficult challenge posed by rising oil prices in the international market.  India’s dependence on oil imports, which is around 75% today, is expected to touch 90% in the next two decades.  India’s gross oil import bill, which stood at nearly one lakh thirty one thousand crore rupees (Rs.1,31,000 crore) in 2004-05, is expected to be more than double during 2007-08.

8.
High international oil prices are exerting an upward pressure on domestic prices of petroleum products. The price of petrol on 31 January 2008 was 43.52 per litre in Delhi.  If the entire burden of rise in international prices is passed on to the consumer, the price of petrol in Delhi would rise by Rs.8.70/litre.  Similarly, the price of Diesel would rise by Rs.9.60 and PDS Kerosene by over Rs.19 per litre.  Each cylinder of domestic LPG would be costlier by Rs.335.  Obviously, full increase in domestic prices in line with rise in international oil prices would have a cascading effect on the entire economy. It would bring hardship for the common man.

9.
To protect the interests of the “aam aadmi”, consumer prices of PDS kerosene have not been revised since March 2002. The retail price of LPG has not been increased since November 2004. The prices of petrol and diesel have remained unchanged since February 2007.  This has led to Oil Marketing Companies incurring huge under-recoveries on sale of the four petroleum products. These under-recoveries are projected to exceed Rs.71,000 crore in 2007-08. 

10.
Considering the inflationary impact of rising petroleum prices, Government policy has been to equitably share the burden among the Government and oil PSUs so that impact of price rise on the people is minimized. While upstream oil companies, namely ONGC, GAIL and OIL, have been sharing a part of the burden of rising international oil prices on the oil marketing companies since 2003-04, the Government has issued special oil bonds to the oil marketing companies. 

11.
The burden-sharing mechanism put in place by the Government has insulated the Indian economy from the inflationary consequences of high oil prices but this can not be sustained in the long run. To ensure India’s energy security, our oil PSUs are required to invest about Rs. 2.5 lakh crore in expansion and upgradation plans, during the XI Plan period. Therefore, a holistic approach is required, which includes rationalization of costs, including taxes and duties on petroleum products, and moderate increase in retail prices, keeping in mind the capacity of the consumer to pay.

12.
Once again, I welcome you all to this meeting of the Consultative Committee to deliberate on a subject that impacts us all. I am sure your suggestions and interventions will enrich us and provide valuable inputs on this very important subject.


Thank you.
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