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E&P that is in step with international best practices. Good data quality and its
limely availability are imperative for informed investment decisions, as is sound
'egulatory environment for hassle free operations.

As round six is over, preparation for the seventh round (NELP-VII) is on fast
rack. The success of the sixth round has encouraged the government to prepare
Improved” terms and conditions for NELP-VII. The intention is to attract even a
arger number of E&P companies. One of the objectives is also to attract
American companies. NELP-VI was criticized for the conspicuous absence of
American firms like ExxonMobil and Chevron in the bids. Government argued
that American firms were more interested in producing blocks (where
hydrocarbon discovery is established) rather than exploratory blocks. The idea is
> C3sh in on the country’s recent success in hydrocarbon discoveries and attract
243"99 Number of global E&P firms to bid for the 80-100 blocks proposed to be
Cred ip NELP-VII. The petroleum ministry and the directorate general of
Sr’g\EQCarbon (DGH) are busy analyzing strengths and weaknesses of the
seyeUS NELPs and plan to make irresistible offers to E&P companies in the
enth round without compromising on government's share (profit petroleum or
3S). While a final picture is likely to emerge in the next couple of months,
eugib“i;mns_ensus seems to have emerged on certain vital issues related to
ir¥ Cliteria and evaluation parameters. There has been a thinking to allow
C”tefiongﬂ:'rms to bid for hydrocarbon blocks. It is argued that as an ehgmbnfty
"8t o © 1atest net worth of the company should be confsldered Instead of its
Withou derigg the last three years. Advocating that experience does not come
sha“OW Ok, it hag been indicated that the operator's (E&P firms) experience in
:;Daerien[:e :r locks might also be considered for deepwater blocks. After all,

Smaﬁ With -, SXPertise can be outsourced. It is also bel?]?g gonsidered. to do
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h)‘dfocarbon reserves, it accepts that all the easy oil in the country has been
discovered.

Second, to maximize the value of already discovered reserves through the
ippﬁcation of advanced exploration and drilling technology and innovative low
%St development techniques.

(TShird is to build up the portfolio of equity crude overseas, through exploration
Ahalin) and / or acquisition of producing fields (Angola / Sudan).

ol lis an important initiative in India’s quest for energy Seéurigé Tl?:lc?lg t;
C€ costs even as it seeks to tap 9as from Sakha“°n-l o Ltg’ss és blocks
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713 Nuclear Energy as complement to
Fossil fuel

o duly 18, 2005, India signed the nuclear deal with the US. Under this
agfeefnent, the US administration reversed a nearly 30 year old policy by
Jreeing to work with Congress to amend US non proliferation laws to allow

Civilian nuclear trade with India. Although strategically, this had major

Mifications for India in the global league, it also indluded a new opening for
e to accelerate its plan

Rin its quest fo ity. India could now hop
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atutory controls of public sector banks,
Lo Private and foreign participation A policy framework for non banking
"ancial intermediaries (NBFIs) was laid. The capital issues control act was
“Paled and Security Exchange Board of India (SEBI) became active for
‘ reSllllatory and functional reforms of capital market. Foreign Institutional Investors
}Fns) W ds of securities with full repatriation of profit.
MSuran or private and limited foreign participation
e sector was thrown open for P Regulatory Development Authority

along .
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Chart: Taxonomy of Economic Reforms
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P ithin the country and
hing impacts within _

, rm had far reac rned, it took the
Thege nstruments of ref|c|) As far as internal reforms wereI Cg'nfneeconomy dlosor
thSIde the| coun:rytﬁz \r,:,'nZs.seS' and external reforms took India

Onomy closer to :
to the rest of the world.

121  Business Expectations

imistic business environment.
i ed to create an optimistic bu: .

S refoms o sarveys conducted by ble 7.1 below indicatos By
§ or? ?SS conﬂder;(c? r the economy. As Tap|e 7'| dian Chambers Commerce
Onﬂd: - ?Sutloo ’ c(t)JndUCted by the Federation of nvlerall business confidence
and IndLr:cte c'; s the third quarter of 20(_)6-07, thz‘i According to the Reserve
index incfe;yse;rg;/% percent over the pere’w:::d‘ilc‘:e: auring December 2008 _
i, 2t e basimoos expectation index based or iness expoctator 2TY
- ke ;?uslness1 ercent. However, the bugnzsg e1[:1 ool tn ex
assgcgnzé))??egte.e\c;:g?: fg¥ Ap[:il — June 2007 alsohtiieﬁé'p ?)y 2?/2 r;ergent :ndozeat
e previous F<)]uarter. The indices were, however, hig '
Sreent, respectively, than a year ago.

Table 7.1: Business Expectations Survey

i Growth ﬁm
Agency Business Exzeitatlons over a Previous r
Period inde year ago o
g““&\ January — Business Optimism| 16.0 98
r
N édstreet March 2007 Index - 5 $
AER January — June | Busines _
Confidence Index
Pice—___| 2007 . 2 T
o January — June | Business _
R 2007 Y Confidence Index
3 April — June Business 4.4 W
\ 2837 - Expectation Index
e Reserve Bank of India Bulletin, May 2007
T |
® degling ; s | for April — June 2007 over '
ne ons index fo _ .
gﬁzﬁer Wasg (I,r.; ;hci :J,?tegftafg" in expectations for major Parameters ZRUS
hogksas Overaj| business situation, productlo'n, WEOI'kIng Capita| ﬁnance, Orde
e'“Dlo' S@pacity utilization and profit margin. Expectationg of increase er
Dre.\,- yment, ©Xports, imports and selling prices were, howeVer, higher th in
s Warter, an the
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722  External Sector & Corporate Sector
Performance

: t reform era is its
A Striking feature of the Indian corporate sectzr a:?t ;poempr?]sérchan dise trade in
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OU h es uc u 'n aII at the same tillle. EVidently,
i i ucturl g’
th g tr' tr t ring and flnanCIaI reStr

, it has contrib
§ g IS Proce lted in an industrial slowdown then . uted tg
NG SS resu
oo ust”?' Competitive resurgence th
b lor n L\:;'ng- A competitive company

- itive
Yoy, "*W. Some indicators of this competi

( i i R fi
tudy f .t ompatibility With Natlona] Economlc e orms
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Table 7.2: Some Indicators of India’s Openness
Percent of GDP
\
Y
ar W Import | Export | Import Receipts | Payments Current | Current | Current
of of of of of of Receipts | Payments | Account
Goods | Goods | Services | Services | Transfers Transfers Balance
and and
mk Incomes_| Incomes
91\ 58 | 88 1.4 1.1 0.9 1.3 8.2 11.2 -3.1
19
& 69 [ 79 1.9 1.4 1.7 1.5 10.5 10.8 -03
1997- I
93\ 73 [ 98 18 5 | 18 | 19 1090 | 126 | -17
1993.\ I
51;4\ 83 | o8 19 17—---5_'_’2'“”' 1.3 12.4 128 | -04
Ty e I——
?g\ B A 7e [ 47 | 20 | O 134 | 142 | -1.0
95_ —] _________,___._—------""‘""—_ -
i}%’i} 12.3 / 21 u‘z"{"’ 29 1.3 14.1 15.8 1.7
b — #/ 7| 156 | -
% 89 27 79 | 18 | 3° Tz [ o
85 3 | 144 | 158 | -
?gk T e 55 20 | 34 | 14. 14
% 8- % ——T1 13 | 145 16.5 -1.0
% 115 32 2.7 3.0
0| 83 72 | 180 | 161 | -10
% 12.3 3.5 2.6 3.
0| 8 57 | 169 | 174 | -06
RN 126 | 35 3.2 35 :
o | g7 [ 170 | 183 | 07
% T8 38 | 20 | 4 :
N Ry - |l =51 189 | 176 | 13
% 1127 44 3.4 4.2 '
Qg\% 3 ...,Z-Z--'“ —15 | 199 17.6 23
WS, 33| 45 2.8 o
K 123 35 | 222 | 226 | -04
N 7il 6z | 40 | 3°
\ BT T 115 | 246 26.0 -13
\ ~_| 19.6 7.6 4.8 3.9
'Reg 6
Ve Bank of India Bulletin, DeceM?®" 200
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The Performance of the Indian corporate sector has been highly encouraging in
e last three years. The previous occasion, when such healthy performance was

fje_monstrated by the corporate sector was in the early 1990s, i.e., during the

;l':ftial Period of exuberance immediately after the economic reforms program was
|

liated in ngj i it of the 1990s, around 1997, the
ia. But during the latter part O _ .
nomentum in the corporatg sector slowed down in Sync with the general

DS?:;'TC slowdown. The recovery sir;tcet
eters: sales, gross profit, profit after @X, .
les during 2002-03 to 20%4-05. as shown in Table 7.3 below:

] rformance
Table 7.3: Select Indicators of Corporate Pe (Percent)

Ye&r\ ———— | Working Debt / Sales
Sales Growth | PA Grc:{Mh Capital / Sales

g~ (Y-0-Y) YO 52.2 50.8
1995 56 29.9 557 53.2 47.7
199657 19.4 55 548 47.8
1997.98 19.3 35| 519 49.6
19985 6.1 e 500 138
2055 ——— 138] 551 47.6 37.8
Koy, L 215 —536] 122 318
M 22.9 _____.....-—-—6-5' 41.1 31.3
W._ 37| —— 8] 43.2 27.1
M 16.2 >~ 39.5 250
0t 13.0] 2 24.7 526
P 18.5 284

5] 284

ctor performance has continued well

ot te s€ Its for the fi
Its fo eXuberant run of corpOl’a ate sector resu irst
h . the corpor : .
oy OF 200(3),.((3;;r a° e"'dencei,gg performance has re;ulltec;l lgtr?)r:\ g;n:g;o\l,iﬁg
rrh ling for the The strto ngeséztor as a whole. POV;’erre rewyat a sturdy rate of
h pe'r“a oS gros orante of th Indian cor porate S€87 %‘ a 20 percent growth
ie%’dce in th $ profits of the I lune 6 on top O 0 Percant grov
r]the °di th ¢ Quarter ending 17 The nterest cOStS have p eting
2 rage, N full fiscal year 2005-06. ning of interest rates and lower debt
tyrati(, Years due to an overall softé oy driven measures.

» Which is an outcome of conscious
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723  External & Financial Sectors

A dominant characteristic of reform in the external sector on tra(:t?cfzcr:i:r;g |Z ct]z?;
:he 3pproach was to indicate the direction and to encouragte pl:?e mpade Dot
hemsel"es better. In this context, a distinction needs to

Tomotj : : i text of economic reforms.
$°'“°"n9 growth and enhancing efficiency in the con

F i : - mestic firms to restructure and
ade reforms in India were designed to enablti S;J P bling enhanced efficiency

the costs of adjustments overtime — bacis in View of
r : a longer term basis in view o
efﬁough a gradual process. Growth is promoted on g

| i h.
Clency gains that were made possible by the gradualist approac

SPreag

ized i well as
ty on the current account, and also for al au;hci)rl;lgz;etcli'n ;nflc;\gﬁaallsaccount
% ist: e capital account, the F:roac:t(jtscfm(::xfticr:n :r?d sr;10n-automatic. As far as
;oreig ?:e%?e;:,atm% twotrqutics)hggng” consistent rebalancmg\ll i [|1n mgssz?.t-ﬁg
o 's do by oxpandi the automatic route and by mot , d at a later
Drohib-te ne by expanding omatic but appl’OV_a| route an
Sa transactlons to the non-aulo .

. istinction _
As regards residents, 2 g;sintermedia“es — and a process of

Jrag A, the corporates and financi iate. is the general approach.
2l liberaipatior as appropriate, :
Currenﬂ e;ésgzizt:?:t folli eﬁﬁlhcgititeg:gé ount convertibility for Indian corporates.
irtually

St f

lon 7.3: Taxonomy OF
e RZforms in Oil Sector
R

i i ' bset of
M in o - arithm. Oil Sector Is a su
Wh Oy " Oil Sector has its own logic and [09

, < importance for the economy as a
in g, Sector. The energy sector, given its lnr;;)overnment involvement both in

. : n )
ad\l,‘strim?setrad't'ona"y been a f|elq of égse%ments agt in the energgl s;ector for
ihtea”ety and developing countrles.l ays. Many instances an ypes of
ng Cntig, easons and in severa d to support energy policy goals

ar are explicj signed or intendéd = stries or to the final use of

ggj‘:g; g‘t’ﬁgﬁc t(_) Ft)rl:glg:rZygproduzti(;rg;Ul;’rg';’ d'g,fj Léconomic, politic;al ordsocial

EeWiihvesa als actions, designed to j F;e of energy among rangte of goods and

U, 88, 0 affect the supply an !;s n essential input to most economic ang

%"‘:: a-cti"?ra(z:atll?ne’ ?e‘i?”s’ﬁe?ﬂﬁfgﬁt - ctions impinge on the energy supply and
tin g érent(xa; %
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Reform measures undertaken in Oil Sector is broad based and comprehensive. It

IS not sweeping,
fronts as required basis, keeping t
agenda in view. Chapter V has ma
Undertaken in Qil Sector. The Chart given

Undertaken in downstream oil sector in a schematic format.

Chart: Taxonomy of Reforms in Oil Sector

in the sense that measures have been undertaken on various
he spirit of economic reform and national
de a detailed analysis of reform measures
below presents the reform measures

Downstream Oil Sector Reforms ]
i Removal of Structural & Insti_tutional Rigidities —
Stabilization and Structural Adjustment Programs
o Liberalization
(Internal & External)
e Privatization
(Transfer of ownership from state to market)
o Globalization
IND Integration with world economy)
USTRIAL PRICING MARKET TRADE FISCAL
+ De*“Ce _ ) 4 B
nsing of i ching APM | + Allowing pPSU ringing almost | + Redycti
refi go + Abolishing _ _ uctio
I’lery in Selllng product Qil mark.etlng %Il(BerodUCts under eXC|Se dutyr:.acif
* Allowi pricing companles_to on almost 4] e
Markeq 3 Parallel come up With N products ang
almoetlng of + Abolishing value added + De-canalizing adding an
F3'etroit3 all retention pricing PFOdl_-'Ct_S W_'th ?” FFOjducts | element of
Dmduc?m concept in refinery digqumlnailng including crude oil specific e
> transfer price and pricing _ excise dut n
* Allowi crude . + Reduction of y
Qil ¢ Wing Psyy + Add on services tariff on crude and B
furm vpanies to + Dismantling and products like | onall p_roducts SUbs'rg»Ow 9 Crog
Privat With OCC pool In & Out store, (reduction of tariff Gk 'dies of g
comne /foreign | accounts Club HP etc. protection for roley
Panigg Indian refineries) Productg XCe
+ . passing the on Lpg Pt
Allow; + Freeing the il . (d
l:‘)"ilclan[]g foreign | prices of Downstream + Allowing export Si?mesﬁc) ang
hayg o 1S to lubricating oils Petroleum oriented refineries O (PDs)
*lnveStn?émy and other Regulatory Bill hich g, = "
g g, I industrial fuels o + Giving deemeq | £ oVided frop
i ket + Liberalizing the | export status o Udget
Qmpanigs + Making auto dealers and domestic salg for
+ fuels import parity | distributors some products ISSuing ¢
thy., >'Nve in principle selection and bongs : Pecig)
foyg - Stment ointment war D PSj o
sale Stl‘ate app arketlng 0['
ol P) gic | + Allowing Oil process Compan
* i, companies to allevjg ?3 to
Qove esting resort to risk 'mpact fhe
@.quitrnmem management recoye un.
ﬂia;ki(}f PSy practices to d Cogt
Ns\ protect their * For
i u
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 Compar s PSU oil marketing
“mpanies physical exposure companies

t Allowing
aulonomy i
Nvesiment
deCisiQn

(Navaratna
StatUS)

+ Free pricing for
branded products
and value added

services

* Listing pgy Oi

Markcling !
“Mpanjag’

i Stogy share

+ .

a,gA ®1ging stang

Wi Ne l’eﬁnen'es
" marketing

t:ornp'c\nies

in the Economy
act on other Sectors In
§ e Impact on the Economy
A bro ions brings out the similarity in
ad sy atic presentations br _

:he format Qf'fngf hese ;W r(: T(ZT;T two different stages; the forn:e( one tg)ertams
tﬁ Nationg) le e underta to the sectoral level. The interrelations between
838 twa 1. Vel and the latter to

VI).
ave been analyzed in previous chapter (Chapter )

Yt ' Misalignment
On 7.4: Alignment / Misalig |
I of lgeforms in Oil Sector with
those in National Economy

Nopm: e g :
Regoic "*1orms aims to have growth with social justice at the natig

d of the

© Qil Sector would like to attain

highest level of efﬁciency, k
. ims at meeting the energ
economy. Oil seclor 2 way reform measyr
- es
\/I)'Zrtaken iﬁotrr?y at_ an affordable prlsg.a'lr’]r;ethe gconomy s behayiy c,
N takeg . . Oil sector (Chapter V) tor reforms have enap) APter
0 A prima facie view that Ol Se(t;he economy as 4 ﬁ ed the Other
r ey D:tr? Conomy to perform well and Whole h

nal leve|.
eeping in
y needs of
have been

U Ry
Toy !ty G 1opi f economi
O, sue g Country like India, the problem o mic growtn and g
g th:ttarm SUch growth are exacerbated by change in demq — ®Mang

. . i

NSition from the rural economic system to mdustrianz@) g OCngroﬂIe,
S: the

Study of js Compatibility with National Economic Refor
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?COnomic reform and oil sector reform both have to grapple with the following
Catures:

* The high difference in per-capita income of population as a consequence
to uneven and heterogeneous distribution;

* The large presence of poverty regions; .
* The prgvaﬁing style of living strongly linked tp rural gnd local conc;htnons,
The existence of many economic and social barriers to the widespread

adoption of technologies.

141  |ndustrial Reforms

mic reforms have primarily focused on
(t;g: (:zxceeding the rate of growth of GDP as a
has been made in a npmber of areas such
Ndustrigy : : : > lization, small scale lndusﬁw reservation,
& ang:s, r':;:nsmg, lmporttar']'zerﬁionanzation of inte(est rates, industrial growth
3 not pick managemen s. Reforms are reqqlred in several other areas
ke Ial?ofcr’n :Fr)k:; fe?;fﬁ,?raﬁybénkwp“’y law; b) improving infrastructure; c)

e . -
Staint on fiscal deficit. (Panagariya, 2007)

- , ' ivity since 2003-04 h
Signif ing of economic activi ~F has

b%n é??g; feature of the str;r;?:lrr‘iig a%tivity in the coyr}try- Atfter repord!ng high

Orow, in the“rg?”ce of mahnumanufacturing sector exhibited ks agnaﬂpn till 2091-

g ince therrmn I?n;ai?:éthr?ng has registered 2 gradual pick up which is being
Stained till nO’W,

Leg i tor entered its fifth
b . industrial secto . : year of
®xpy y,manufacturing, the upturn In the in the index of industrial production

n : ts in
RIP) ;:?)Cvf'n 2006-07. Based on MOVEEL | ted to 11.8 percent during Ap

Ugl'Js h in manufacturing activity 2 onding period of 2005. As shown i,
Tan St 2006 from 9.6 percent in the corre:rfsumer non-durables have exhibiteq

it:gt Withstanding the fact that e
th|s ry, it has failed to grow at ra
i - Though substantial progress

blg
. i C .
?gceleratiorl:elow, all sectors gxcs:;li?g goods production ai:celetrateq to neari
N DerCSnt - Notably, growth In oflective Of strong investment activity in g
°°"°my » @ven on a high base, I

ith National Economic Reforms
ty wi

k A Study of its Compatibill
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Table 7.4: Index of Industrial Production (IPP)

i Growth Rate (Percent)
ht _
W i‘:lvﬁ'g ’ April - March April — August
2004-05 | 2005-06 | 2005 | 2008

L — 100 8.4 8.1 87 | 106
Basic Goods 35.6 5.5 6.6 16598 83
Capital Goods o3 | 139 | 18 [ 18 [ ise
Nermediate Goog 26.5 : ' ' 2.9 |
%o%?s > 28.7 11.7 1‘21.3 :gg 1 ;, 3
‘!}%Durables 54 1‘(”)‘; 117 139 5 56
) Consumer Non-Durables | 23.3 - - - .
Source: Reserve Bank of India Monthly Bulletin

Six Infrastructure industries have recorded only modest Improvement tq 7.3
DQI'Cent

, , -1 percent in the corresp
dur - tember 2006 from 6 :

Period of 2082. Al'll?l:: im;s);l%?/ement was helped by a turnaround in the pro

¥ crude Oil and petroleum refinery products, the hAéobs;actc?rs had re

negative growth a year ago as can be seen in Table 7.5 below:

Onding
duction
Qistereq

Table 7.5: Infrastructure Activity

Sector Weights Growth in Percemm)\
. il - h April - S
inlIP April - Marc _April - Sepp
(percent) | 2004-05 | 2005-06 | 2005 \2%
Sectic 10.2 5.2 49 | 47 g5
M 3.2 6.2 7.0 6.0 | 53—
c'nished Steq] 51 8.4 8.0 13.7 %
M 2.0 6.6 1231114 T 555
Rede O 4.2 1.8 53 |50 g ]
PI'OIC?l?thetl'o‘eum 20 4.3 2.1 -0.7 %
| Copits —
‘ |nq'2£°s'te Infrastructure 26.7 58 >3 6.1 %
80(, .
ﬁ: Reserve Bank of India Monthly Bulletin
he . : .
BligeSilience shown by the industrial sector against the harden.lng of globg| o
hasel? > feflective of inl'):erent strengths and capabilities that the INdustrig Se(:tcc);I
Ther Uilt oy the years since the initiation of economic reforms i, the Count r
Eut(’:m IE SVidence of growing competitivene?sl  rospect of sectors Such rays
- g pOlles gy op ticals, with potential to emerge as g g, SUCh
| f pharmaceu , . the fac Cturin
| " global production. At the same time, in e of Cha"enges frongw
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, higher oil and other
: ted input costs from higher .
mfrastruc;tural_bottle.necks., eé?’; from China and the possibility of emerging
-ommodity prices, .“kebﬁ ::rjnjgbor the domestic manufacturing Zect?r will thE'Ne to
sglt]);tage 01{t dpmest\g Sltks‘ groducti\"ity and competitiveness in order to sustain the
INuously impro

Current growth momentum.

i ial policy in Oil Sector runs
i sphere of mdustrrg :
T o s o i e L
Obfelgt?v it qoggmpeﬁﬁve spirit by inducting n:a{lJ cgpf'ta! into fnfrastructt?re
f“terestetfs ?;3 gnng n; bjective is to bring in addition
Stoit. Second o

Sector, May it be foreign direct investment.

' ' ' apital, Qj
N bot these accounts, that is competition and private / foreign capital, Q)

Sompetit; i d 1999
etition ies were built aroun » Namely
%nsing Gl refinery,PtI\_Ngt ﬁz:g;bre- The entry of these two refinerieg
i MR

: ity of the country and the total refining Capacity
h:‘;e agged to the reﬂnln'g Czﬁf;l':,)é (127 MMT r;e;rr:jlg% ) i?fé';ﬁi g QE; ré\fIMIT
CO”sum t?me tempcgaggsar refinery at J_amf‘f?gaout and Tind & el o tShU t
Some o). In 2008, d to export their yield out and mUch of comen eI
Prodc, Ineries are forcemarket But overall, t t;{ ket s, o dope 'thn
. Ongst tlr? the.ove_rseaS_th regard to thelreamss 1t that all refinéries ha?esnc
ket i Ereflnenes o ing, in such a marlnerbeen a period of adjygy IOt
ACeq i uge and grom}il tg’Thefe has of course el L, 2OOJ1UStment_
Wher, th ated in the market. ment under OCC was Dnd o 02 ang
the Qil g PPy Plan Manag}t‘:‘ own logistics planning a hpo'l L(]3Ct SXChange
Uran N ﬂdustry had to do its anies. For the first tlmhe, eac ﬂ-: om any go;
Slertg ;nent e L Con;ﬁ,g is concerned. So tleret_wasF reat of p odycy
nigp ' far as product =pending upon product o feation; % the first timeg,
Sach Ojl é\se of deficit, depeconscious of the logils lé:f b -ernt‘ at sense S5
t o gmpanylbeiargeset in at the _compaon_)lf rr?;rk,eting Fc):ori Ing leve|. Whigh
int ' haye b?mpetltlot? ?operating efficienty: i Panies haye got

19 o, S%Upgpf;; ?DI;);] Management system.

& at Jamnagar and

S d the market for g||

E“Ston?erfsac? Oof competition h:tstzotta)éte the fruits of cc;mbpe_'tltlon. This S'S Tnhe

gszene OF auto fuel are yiciﬂ g policy, which is not being f ot
"@rnm Malnly due to pr

. rO[‘n t
Uy "Meng iscussed in Chapter V, Section 53) ' e
lica: Control (as disc ike naphtha, furnace oj| a
g o and industrial fuel i There are multiplg p S, the
Detmon has yielded the desired result. ustomers are ett'pa ! Multip
o, 088, jn oy S Y ce and the ¢ 9€tling g oo MUltiplg
%, NCluding overseas sour

N _ tional Economije Ref,
. ibility with Na g
A Study of its Compatibi

-
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' [ ded fuels
hoice of product in bran ue
. EHfEDL JRes Be at competitive
&Léi:g?]z;sdmdistj:acl’)fuglilscgompanies are selling bé&l;nd?sr)fuels p
' ' ' ' a
Market driven price. (Details in Section 7.4.3 in this p

i of fuel, economic
ki Fpauetrialfuel, fhe efficiensy o chi] esleLillsé?"sthpeoirrlw?h;f%ii):w and the carbon
e ofh: the: bilyer 2D i d each application
em?seSigfntEZsﬁ{f lbferogugied for each industry, each location an

ake the outcome of reform process further.

Exhibit - 13 W

Industrial Reforms —

Competition

Refinery

v New Refineries; capacity addition of existing refineries

¥ Economic product positioning, logistics plan, export option

i el
v" Cost consciousness at operating lev

v Operational efficiency wrt crude oil sourcing & refining

T

Ca

it , |
Oi Seal and Infrastructure building
Cap Ctor h

i S no iective of getting private / foreign ca
% lhg  ang faCitIitr?eest t?(?h(;tgteer VI. Section 6.2) The reasons a
by N Strategic nature of the sector itself, because of which the sector could ney
Mivgygd Up Indiscriminately; b) political polarization centering aroung INroaq of
”‘Ueh |e'n Srest in 1o Ol retailil{g, and c) the pricing policy followed did not Provide
0 Sway fo, Private profit (Chapter V, Section 5.3).
. r|d
E‘Dl@m(;\fer there js trend in increasing level of deregulation and Widespy

ey “tf:}tlo of privatization process. (Focacci, 2005) The Speed Preaqd

"Seigg assumes relevant importance, considering  thay thep ;\n the

'Jher

Pital into byijg,
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SXpected |

: equence of the higher
nvestment return rates are a direct conseq f
USiness i

: ' inflow of

sks faced by private companies. Furthermolr)e,l V;gr%g\;izbih?;tsﬂof the
I capital, the system tends to increase the globa efficiency level.

%eclor ang the mix of technologies to improve the operating

The NVestment climate in India as perceived by fore-lgnl Cazlttr?:er:(t)rindllrll‘i?at

e Sment is Not so high as to attract MNC capital to lmlj';?.aln;i?/ide at regional
3 prige for: a) corruption, b) bureaucracy and c) poli ‘f s an unfortunate

gnd locaj IGVel.. The sordid e;<perience of Enron at‘ Dhabo M;aector in India. It is

ton " and Signal against foreign direct investment in energy n investment and

szctE' at Dhabol was once billed as India'S. t?‘sgg?c?et}[:gcr:;gas an investment

destinati::. Out to inflict lasting damage to India’s p

l o :
Dr'r‘en: v of Whether the flows are of the FDI kind or of pt? moehlf::g;)\(%sr:;n :E:):R
) :Q;n‘?’ >eCondary market, investors are stahidrt?/v g?dfdthg Fr)a te of return on
> 1IN ions. In othe ; - !

&Tfmlo / girgcr:(t)?g\?mi > tC orp?r;t lg:(Ses, would be one of the lect?rl'n ;i(t:tg;?rv lsn
i"clu(:i?cisbns o inve:s;necr)]tr,u:remajor determinants of foreign :(\)/rensic situation in
by o the Credit worthi f recipient countries are: a) eco d recipient
c%s‘)pr count. worthiness o framework in both the source and cip
theip@nes and o) t:]les, b) regulatol;yinvestorS about the need for dlversgflct:ago_ni of

'"Vestments Sazzgciﬁtf;iuﬁations of the probability of the associated risks.
Aty ;

T 199

ta) ; 3

N Wh : rtially liberalized, it was hoped tr_\at
- hen as partially 11b€

have Shnﬂow Womgagltai .ngOLigsvaV‘:ds gur economic growth. Hoy;/liaver, gtuczlgs

D'°duc.°Wn at ‘¢ ontribute have not contributed towards either industrig|

ch -t'°“ or apltal inflows ould be two fold: One, the amount

Qapi?["ta SCOnomic growth. The reasons ¢

A, h. Second, the amount of
\ ) thatnglggv S 10 the country has not been enoug
hunher

OW in is not utilized to its full potential.” (Mazumdar, 2005)
 Stug; ot FDI policy may be necessary
h les - tion of .
5\f| °rr?]ta sufﬁcie:tavf% rshown tggt “bglrjalhzi?lﬂows' The overall macroeconomic
W bnce Contine texpan Ing a maijor influence on the magnitude of Fp)
Y PRg y Actip as : ° exle;rCISgevice for foreign investors abogt the growth
'“\'enq"‘ic for & pote :tligrllahlngt economy. Hence paying attention to Macro
N stmenperf()r ance dé_l 0s ch as growth rates of industry through Public
A, Nty in 300i0~ecn le':It_O".S ?r:stfu cture and other supportive policies and
mﬂ““v%h("’vr:able an enoanbﬁﬁ.cijce'gvironment would crowd-in FIt3| llnﬂowsilsmdies
: that par: . tic investment also pull i FD
Yy, Vhilg - 2 Policies that facilitate domestiC I . :
the'h "Sogg iny Stment incentives may not be efficient, active promotion of FD|

4INn viable projects and getting key multinational enterprigeg in
" Use in attracting investments in desirable direction.
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Exhibit - 14

apital & Infra \

QOil Sector has not met the objective of getting private /
foreign capital into building capacity and facilities:

Reasons:

*The strategic nature of the sector, because of which the
Sector could not be opened up indiscriminately;

'l_-"olitical polarization centering around inroad of private
Interest into oil retailing;

*Pricing policy followed did not provide much leeway
~Or private profit.

< Z

Ndy,
Thatria
thhe PS I Performance of the PSU firms

% be Qi Marketing companies have a good professional track record

4 Oe like responsible corporate social citizen. Their record of diVidan
Se ll.‘nony ShE}re holders and their performarlce INn stock eXChangeS nd
Clion 6,4;3 their sound commercial operation and management. (

The .

g © IS 5 1
QgUlateda nhne of argument that the PSU Oil Companies are Performine -
Danles d protected environment. Looking at the environment in o ing in

Nyg . are Operating, this charge can not be denied. However ich these

%u“anies :‘\’{ey international market and see the operating style of1n2”n.1a facje,

Derfgtlnder’ane hold a view that Indian PSU Oil. marketing companie umnationa|

Fern‘manc ﬁ]enyironment. They are rendering their serviceg Wit?wc N Work
* Meeting the commercial and national objectiyeg Place he best

d before

are
Chapter v

AS :
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sin 2ation in general was a measure to reform the PSU companies.

esirvestment of profit making enterprises by public offering of shares was

Shared 0 take India towards a greater number of companies with dispersed
ehOldlng and would avoid concentration of economic power.

| . :

d?vég?' Qil sector, privatization was attempted through many ways: First, by

Mark, Ng the Government of the minority part of the share of some PSU Oil

ang tehtm Companies. By this process, Government could mobilize some funds

ﬁnan e §hare of these blue chip companies came t.o.be held by publlc_: qnd
Institutions. Secondly, IBP was sold by disinvestment commission

lhl’0u a .

9h pubi , : r by 10C. Thirdly, stand alone

fingri ic auction; there by, it was taken over by I ; ‘
©S were t U Oil Companies like, IOC & BPC. By this

Proceg aken over by other PS tal revenue. Fourth and lastly,

Qo> Gover ome capi
Ovg nment could make f failed in its effort for want of full

Supp eNt wanted t t HPC & BPC, but \
Pport ¢ Par"ament.o ?gg c(iitén 5.6 and 6.4 of Chapter V & VI, respectively)

"mey, ~ OF Opinion on this count between the alliance par@:}ers oft;ulintg UPA'
natu'e 0 ONgress and Communists. In a sense, the peculiarities or the strategic

Poji IlC iag | > > the way of privatization. There is lack of
Ca| Ompanies is coming in the way aned . :
strategicconsensuS with regard to the advisability of privatizing profit making and

Log,. Compa”ies like PSU Oil Companies.
management of Oil Companies, the

d that has made the i
therl:nmn as been a big drama thrust upon them an o ioh

e : e since the commencement of reform,
riveompanies difficult E:e:he head of management .of PSU Oj|

Py 'O f
°flvat'Zati "M the point of view Of

i . \
Ffo ¢ €Cisions of these companies.

Wit M the |
economic reform, there is no discorg

g, Pega POINt of v _ th the
na%m\,ggard o privew Of allgnment, Wt'On in Oil Industry was é‘.:lttempted by the
rt,h tment "Vatization. Privatization "' - Mr. Ram Naik was of o

Sty ch i M'niStry- Then Petroleum Minister, M. ourse

o it b favor with the move. If the

goal of privatization has not begn

¢
b much and more to do with nationg;

hyh
I
\ sC«an:s less to do with Oil Sector SO
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R
Exhibit - 15

1] - )
; 4]
Objectives: Actual
- Privatization
° R " . measures
eform the PSU oil companies e ien
: k' in oil industry is
Mobilize capital for the Government inline with
national
* Disperse ownership of the companies ecfonomic
orms
for better corporate governance =
& : . - The process
Avoid concentration of economic POWEr | could not be
taken to its
conclusion
e
b i —
he

m
aIIOWPSU iof decision makin
S the Marketing companies have been accorded ‘navaratna’ status, which
t © spir SO0me freedom in taking decision in investment. This is in keepin
. Irit of reform S

ind

et 2 the )

Sy 10N of indB oard of PSU Oil marketing Companies have been recast with
Mang - °Pendent directors. This is also in line with the spirit of corporate

EQ '

Sa )
:l?ron Cgr:'?mm line with the spirit of reforms, which encourages  decisijon
Qtit‘.ee rema Srcial lines. The question of autonomy, howeve.r, still for g large
t0a|arﬂs on paper and meets the formalities. Decision making |
98 extent remains in the hands of bureaucrats in Delhi. L

A St
ud 1 ~ L) 2
Y of itg Compatibility with National Economic Reformg
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e

Exhibit - 16

Industrial Reforms —

Autonomy in decision ELe
; Actual
Aligned move ALl
-Still mandarins
* Navaratna status of Oil PSUS InDethi
pull the string
z _Part of overall
lmjependent directors in the Board gzr::r'n:,lv:':f
(corporate governance) ciibura
S |
=

R
Ubji
ThC vs ...
ag‘g Qi lndp”Vate
ing the presence of both public

agai;? Vate Se;y today, from 2002 onwards, is hav € o1 botn |
oy St the tor. There is a bit of irony that at times one sector is _drscrlmlnated
€r, by sheer abuse of money and power. PSU Oil Companies

Stit, . 'Ot of constraints. One main disadvantage they face vis-a-vis their
ompanies are not allowed to

Co ?fy int(')n Private sector is that PSU Oil cor : -
MNigg S“pplementary and complementary Ilnes.Of bueiness: Piivats Qi
lﬁ”il fis thaan diVerSify into associated busin€ss, which gives them ability to
% l::{@liemc °an be mitigated by countervaiing results from other business
€ for example is contemplating to venture into nuclear power, which
d with risks. Such risk taking ang

0 H . iz .
Qi rpnsg Ou initrir;?-rclal justifications associaté :

Mty S Pupye oS €an seidom be taken by the management of public sector
R th'a‘n-, IC sector enterprises always have to operate within the mandate

-l

rQ 1 . ]
r@&én the Y the Majority shareholders, which is Government.
th@ fh’@d "®form, | | |

fo S point of view, entry of private players into domain sg 5ir

Uite O Pk
u
S of tés Obrhc sector is a welcome development that has taken place. But
™S will be reaped only when there 1S free and fair competition

udy of j¢s Compatibility with National Economic Reforms
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reforms is only the first step,
s the next step, which is very
n this direction. (Singhal, 2006)

Th

maantaletadS to an observation that carrying out

| oglng the state of affairs through reforms I
ant. Financial sector has taken a few steps!

PSU Oi . .

il Compani - i i"to ‘non — fuel’ business. It is a
WMbing mpanies have gone in a big way Nt e

-ned oyt . : + from the core activity and the
§ co f profit from :
Pirt of me of competition, eroston O Ps \aking the PSU Oil companies

of privas: -
prIV H . » .
llMar g atization. ‘Non — fuel' business lthis rocess, bsU Ol Companies

¥ et Public private partnership’ model. By
>ing | ili i ir own network. Secondly, .they
ha"e b A Ieveraglngo;fhe_z‘eir marketing interface. Thirdly,

hege ought ‘customer’ to the centre stagé .
' itali d names,
Which ar:] Panies have gone to a great length 10 capt'l'f]a"?‘t?htehiguz't'f; n
h well established across the length and breadtn ©
. Ui ,
é’;}delzdrfe:rpgg- Indian PSU Oil firms have leart 1;:0;(1)1 r?:g;rw;%hzog:‘;igagg:
ol and Sh ol alone is enoug os
Ny "‘a: on al eX;ch;itatth r\111.':1)|ue of their names and benefit fror;\ ::\?:?nstar:eir
bra"d nrket Share that they can gain simply on the trust that b;ye:;l el brand
gﬁ]"‘es :av& One only neyed to look at the impact thz;;zeir?R uassia, China and
"lozg "EVeESiig when new franchiS?Strl;‘: vIlertg);(:;:noicl)pcompanies need to spf_ng
Ugp,” 10 g countries. None O g m free to focus on makin
rmpg ®rs a?‘:;n brand recognition, Ieavun% < are actually on offer. Whilst it is
ehab§s|b|e t re of what services and 90° it gives massive leverage in
g Other her, 2 Value on the brand namg,h 4 and for new products to be
va(:\uced er: D?‘rts of the business to be estaQISI’S aesource of huge competitive
taga» | Short, th d name |
e nort, the global bran
b, % (Antil, 2002) |
julation | uent consolidation has
9ffe|:t3ted (t)r? M the utility industry in Euror® and sTtl,?_?ﬁiﬁty companies that can
Ny the C“se formation of a whole new set_ pf mu ices (9as; electricity, water),
%varmaﬁon omer a range of products and utility ser d data), and goods and
Y, 5 Prody ' ' ideo, voIce an® . The multi-utility
u"‘p (dy cts (printed media, V! d sennces).
A Ny i les, consumables and houseRo™ i icturing. The natural gas
"Qlu q-ehain A Product of the energy valué chain r?ging at a number of points,
v "G the "0 electricity value chains are conve
S etail seqres
an Sy egment.
q'Stur@sy ' thel‘e

mostly seen in risky

s, ;
is - ship of b \ hapter IV, Section
a trend of joint ownerSNP = 4 arship)- (Crtngring PSUs for

is . ublic p i
called PPP (private P companies paboth. Following the

as SC . r 1
Yo Veng ot trend of private secto win—Wmtftiire_up to bid for oil

Y a

WS of o oS OF Spec iects cou be n

o o e ONGC vigeoh and Mitel 118 s to Pt S0
X . >'3e : i~gtionS . so colla

0il Pojecys S Reliance Communicatio?™,  ystries ha als0 & of bidding

Q’eh o Liq in other countries. Relian®® © . 5in NELP v reached an
e Seq . IN one of its 21 exploration .~ petroleu "® o of En Cana

"wig, 15" September '06. Bharacquire 4ll the shares ©

ideocon |ndustries Limited toad

A .
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Eraigopetroleo Limitada, a Brazilian Company. En Cana Brasil has interests in 10
s e exp"oration blocks in Brazil. Such high profile joint ventures between
gwem;”d Private sector ones reflect the importance of the public sector /
‘mDOSedent link when it comes to overseas bids. These are not, however, state
Qovern Mmarriages or opportunistic alliances made to curry favor with the

Ment but market dictated tie-ups when both partners bring something to

the

nen.}gb‘:e' The state owned company brings years of experience and strong

manar S. The private sector partner, in turn, brings a more professional
9ement and outlook.

0 B
capﬁg”‘ma”_ze, the parameters of industrial reforms, namely: a) competition, b)
and o !”fr astructure building, ¢) performance, d)-prllvatlzation, e) autonomy
DTOCeSSp“b“.C Vs private, together convergeé in achieving the goal of reform
Uderty) Which is to optimize growth with =ocial justice. The reform measures
Pese °N with respect to all these parameters are interrelated and together

Sasures impact the outcome of reforms.

\—/’///
Exhibit - 17

Industrial Reforms —

Private vs. Public
e Actual
S E ffanti - ctive
ffective 2002, private players are a - Level playing
A ield is lackin
Non fyel business, i :
]
Ener i
gy value restructuring _Trend towards
s p. . . multi-utility
fvate public partnership multinational
¢ o & brand building
Ustomer centric

S

A 1 o
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42 Pricing

P”CmQ is the key to competition. It is one of those components which are Us?dl
b, a4 firm to play effectively in a competitive market. It assumers ﬁa:] sgigsr
Ministratiye pricing mechanism (APM). '¥ g T mome_arnhore was of course
a2=d APM at one stroke effective 1% Apri 002, JHSEE i 4 Sas
freqUEnt and long pronouncements for doing away with APM. tg tificati
fil:ndararajan Committee Report publishecril in earlé/ ::ﬁg :23 Sn?c\;étyn(i)n[ ;ﬁi Igir;
i : i there wa
abomiseﬁﬂ ctiésmoan\t/l\;r;gtof;ﬂ'\SPrI:fcl)tn;[;g?fé the Industry members was the System
that as to regl . A%MW Apparently, there was no credible and operationally
sl "eDlacemon place. Indusiry o0k it as 2 e O and resore o
;2:2?" Parity price (IPP). DL}e to unprecedented 2;? zlgd ?r:uchtci)én p5n§es :2
Chagtaetr'?a' Market, IPP however did not work, as analy
e _ : , .
2B, e of s sk powr, It o1 rans o (o
gy oTCent) increased by 1 percent as against ©. pRBI increased from |
3 55399 Price of Indian basket of crude, as estimated by RBI, fom Us
Tab 4 Per bitral US $ 62.4 per barrel in 2006-07, as shown in
 blg rel in 2005-06 to

rice of the Indian b
Iznocfeaségf Slow. In terms of monthly averages, the p asket

: ‘ to US $ 71.1 per barrel in Jul
08, p,,© from J rrel in April 2006 y
53 DS, b declineg t$06LEJS.88 g?%r? b3a per barrel in October 2006 and further to yg g
2y barre iy January 2007 before increasing to US $ 60.4 per barrel in Margp,
"Udg In View the int?;l ear decline in the average price of the_ Indian basket of
®ng ¥ do Sstic retqj) pr;ges of petrol and diesel were reduced in twg stages: at
OVember 2006 and again in mid February 2007 by around 6 percent
Table 7.6: International Crude Oil Prices
And Indian Basket Crude Price Us o
" OVarS per barre,
/

. ent | WTI Averagem
Dubai | Br Crude B L CI'UCIE

ask53‘tpl'iv.:
232 | 24.1 23.0 N
259 | 276 | 292 | 276 2%‘2

269 | 290 | 314 *“ggiﬁm%
364 | 422 [ 450 | 413 35—
53.4 | 580 | 599 | 577

609 | 644 | 647 %‘é‘é‘f‘s\m

305 | 338 | 367 ““3“3;_7&&
45.6 53.1 | 542 | 559 319
57.7 62.3 62.9 %-..-.__

— 483 !
———-—~—-J—\~Mh m
A S \_H“
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W 621 | 704 | 695 | 680 66.8
Yy 2006 —— 649 | 702 | 709 | 686 67.2
% 65.1 689 | 709 | 68.3 66.7
2008 691 | 739 | 744 | 725 711
Q\;‘% 688 | 736 | 73.0 (75; .g 22.51;

S 63.8 . .
Wt& 59‘2 25'2 589 | 58.0 57.3
We’z“os 56'8 z55 | 591 | 58.1 575
% 2 523 | 620 | 61.0 60.2
W S s 842 | 535 53.0
% ggg =78 | 59.3 | 57.6 56.6
Ry — =01 | 621 | 60.6 | 60.6 60.4

ouree.
% Reserve Bank of India Monthly Bulletin, May 2007
On | |
n leenwoul.d Perhaps be justified in taking a view that, the dlsmantllngr]] of APM \{[\{as
e MeNt in failure, Firstly, APM did not give way to another operating
Wy ;n + ~ did not work. Oil Cor,npanies were not allowed to revise the prices of
Stif arﬂd Cooking fuels Iﬁ fact revision in selling prices of auto and cookxg; '\;uels
here? Cided by the Government. Today's situation is worse than APM, as
cofhings N0 pool mechanism to absorb the shocks. Today, shobcl_< is dn;iecttly
° re being made to
"’anage tﬁ the Psy o Companies and adhoc arrangements a g

in N-recovered costs of the Oil Companies.
Ca ..

R ig oo are ined and
g tlos Massiyg, HOF Market determine

istortion i Firs _ n
ngjq Mar distortion in the mar!( ?t' i ing dictated on socio-political
Qons]ld'eréltioket' due to the inflexible pricing policy being

) kind of loss that PSU Qi)
9"iﬁ§a”ies a}e ., Private company can absﬂ%g::panies are suffering from an
'élqu dlia"y epre;:rUSt upon. S_econdly,.thetg’?heir nternal management problem
Qfe‘ bgi%d D"essc;)c;1 rl;zttolm hfn;ah, Ii?as(:;nf? Thirdly, products whic'h are subsidized
"ot'ss'Qn Useq i“efficri: :’ﬂo IeZding to wasteful consumption and carbon
3 Somjp " OUrthjy long termyi’nvestme”t decisions in marketing qurastructurg are
» PSU Qi Companies are not suré of their own finances. F'ﬂmy,
Panies are resorting to heavy markgt borrowing for their working
reatiSt "t oNeY and credit market is getting strained, leading to pressure o,
' S'Xth'y, incomplete pass over of international price to consumers g
SSsure on fiscgl d efFi)cit and public debt: All these dy§functiona|
RangJcther created an unstable pricing regime and tthdere IS No easy
i Sng Gogarajan Committee (2006) of course has suggested a trade Parity
QT‘QIQ% Vet 1o MMent has announced on 6" June 2006 its acceptance. Still,
[ Iy reasoé to b Practiced. The Oil Industry is in a doldrums, pecause of this
My s This alone is émitﬂng signal as if reform process in down stream

nalf Way through and is at a roadblock.

do not reflect the economic value,
tly, private players are not coming

Study of its Compatibility with National Economic Reforms
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- m oil sector
“haccount of pricing of petroleum products, the ref0f:1n x‘hgg\:’)ﬂsgrei?es were not
JSfiitely not in line with the economic reform. EVG;‘ um products have fuelieg
lised i Proportion to import parity, prices of petroTi.s has happened despite
Mation, 4 discussed in Section 6.3, Chapter VI. tI rnal balance front and
@y authorities taking care to manage the ex disoussod Section 6.2 &
g‘temm Price level with a view to contain inflation, as di
3 Chapter v

o i this issue and in its draft
apmg'% Commission (2006) has well appreciated
0

icy i in oi tor
: t policy issue in oil sec :
ions: ‘The most importan i i il in
gy, (0 Pfici:mgplsp ctroloun products. The redent increase in :rlwldpglct:ﬁguéh
g lonal Market) Fi)s now expected to persist for somﬁaze been raised. tho
Mrgae SOMe petroleum products (in domestic mar-kett)) ing borne partly by the
0 ’C;Sne Still leayes a large uncovered Qap-ng'Sn%aSp tl)sy t?-:gggovernment to the
My i8S and partly by the issue of bo o
'ﬂpan,es' Which s 2qui\¥ale%t to a government subsidy’.
® distors: . il prices acts against efficiency ang
Yuih, - ortion freezing oil pric :
nﬂ#&ly °biective2rg?ghft abo%.lbyrige freeze prevents economy in the use Obf.l?etm
'eduucts in productire orm. ‘Oi ption and investment, raises the oil lmp%rt dl and
"‘nges therg y naﬁ{,‘;,:f{;i%m and welfare through a fall in GDP ’Tm a _veiﬁe
Moy Ment i the ter f trade. Since substitution possibilities are larger in the
'afgeu"‘ N o ms' 0 rat m costs of substituting petro products tend to be
e Fag tochy Ig un, onger term stment, production structure and pattern of
btion ar (r:otgy' allocation of |Ir|1v?0 the change in oil prices.” (Rakshit 2005)
Ot adjusted optimally
Y L onal oil bricac
Oty ONger _ : | with high international oil priceg g
i eat."‘nalizQ trun, the only viable policy to dea rtime, remove fat which may exist
agpStng = 1€ tax burgen on o products overtime, ies an excessive
2 oG mechanian which give the oil e refinery gate and t
o  pege’Y Gaing through competition at the rf the international
'ineease t etrole”m Products, and pass on the rest o bolow 1
Wy " SUmers, while ensating targeted groups below the
, Uch 'S, while comp ission, 2006)
POssib|g ’ (Planning Commission,

margin,
he retail
oil price
poverty

:W Point of

allocation efficiency, subsidizing a product is justifieq onl
n

o ities. Since in the case of hydrocar

Ositive externalities required to be taxeg rathes

4. Sen. NCgative, petro products are required :

y ec » given the difficulty and costs of raising tgxes in
| : : if one ignores its ady

vy, e SUONG case for taxing oil even i . .

Sly . Nent Part from the low cost of collectmg d.utles on crude oil, the

i Ny acz © demang for petroleum products implies that logs of Socig|

Mook reqlJi?e " of such quties is relatively small. Again, remem

o, t io optrm bering that the,
’themén INCrease in the tax-GDP ratio, it is optimal to raise taxeg on

bon,

than
a country like

erse effect on

_,
c:”*’-gmom
o &5 3

A .
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P ity considerations.

Subsidizing petro products is generezllydilslt’s:'t‘?::al (;rr'l d?,?;%tnﬁient in benefiting

Owe i ubsidy grossly i transfer to

¢ ta""lget;,t gj?:)l?g'ybﬁtsi? i’;: be nc): substitute for safﬁtybnef:e%; Ln:;);gebe weighed

© poor. Second, even if subsidies help the poor, tVi,ment of the poor's lot, the

%ainst the oppor'tunity cost. For an endutrlngnm;%r;al sector investment, rural
Money would be better spen

perhaps

rs of poor families.’
COnstruction or guaranteeing gainful employment to membe p

Rekshit, 2005)

' ‘ idy is largely used by the higher
es)t(:dles have observed that, ‘LPG subsidy !

i ressive and is unlikely to have
endj i an sector. It is reg is widely used and is
r;m:h elftfl:;;et g,r,ogﬁ,smlgstshﬁs:r,bKerosene on tht: %t:‘;r 22? i;gig%zgis, the urban
Ore ke i iomass use. However, desired objective.
Se:to reg&f,%g l:ﬁlsézrb :)unggidy, whicl}: "(‘)""83;:: ti: i‘ﬂ?a?ﬁgai biases its]use in
'€ limit TR, idized ker Ay i ive as hi
S8 i etoures Farier, the rral Subsdy i an lower ineames
e"D&nditure o e e more subsidized keros about half of the
Foypg. he gkl'OUps recel\t,)eid is also very expensive ahses consumers. Th
zubSi ized ke e sun:s }ils diverted and never rea(r:ban sector where ch
tror, St e TOSENE SUPP bsidy comes from the u wh
Supg; lJ(:as,e for a kerosene su lower expenditure groups thanks principally to
Se i
‘ fact aetlﬁ' greater among ; © roups shift out of lferosene toh g(tjhsr fulels. The
tUbsidiZati Igher expenditur guld be even larger if the poor qual accesgg
qubsi i On of the urban poor co

2ed kerosene.’ (Gangopadhyay, 2005)

: ly, it s one isalignm f pricing with reform pr
awnlh it hing to find misalignment O '
:'gng t ,altl la e thing ¢ ' s a:s highlighted above. But looking from the
i M of ttendant distortion S

i dertaken seem t
i, V . | justice, the steps un .
h'sgﬁed- Fure:,motfhg rowth xtir:,escc))?aclojnusequence, tger? s;enct)\rh:op :E:Seuﬁi ag Price
N ' Persp : ardest; - ike hij
hottQ”ifleiﬁts inflation, which in turn hits the poor h ts the

Wh Ot oil marketing PSU companies.

Nt hag : : he issues have been manageq Wi
cgg;‘?er ofgzmecned in fact '.S: rﬁ';zts tﬁtgettroleunn_ products, specifically g4, ang
My fuglg have o hoe " lowed to rise in line with intemationa| fuctuatio,
l.%“‘/e?re : stablengomzz?ic price line is maintained. At the same time, Undey
gy S 0 PSU marketing oil companies have been compensatey by th
g 3m marketing he Government, with partial page 0 e
“'hers COmpanies and by the Ver to

Obe
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143 Market Scene

ter years.
?OSt 'eform o market scene in India is a sea_ch_ange from that of yester y
h aNge is reflected in respect of the following:
. Vit

Customer hag come to occupy the centre stage of thde mz—iatrkizt|rr1§£rci:ct:|t\gdy oy
‘Mber of players are more than ever; entry and ex
Market condition, rather than by regulation |

ONtinuous innovation is taking place with Fe_gal”dutignprfodttlﬁg upsrgdauncé
Catures, Package and delivery service; everything suiting

€ user _
PSU Marketing companies have undergone a Lestru\?;l#nr:ﬁerzrci)gerslg
"Woh;ing business process re-engineering; since, however,

ge in OWnership and management, there is hardly any visible ang
SXemal impact

ith a big bang for
Vate co ' liance has entered the.market wi :
last five yggfsnyit[;k?miZL?nin market penetration has happened only in
2005_0 b

. urped 7 to 9 percent of auto fyg
Earket‘ ' aﬁ(’::]tngznré?rs;tifr? Ohr;id‘gof T)ee?n easy for them as the existing
GSU “OMpanies are zealously guarding their mquet Il being th
) DaS Market js just unfolding, with a lot of restrictions sti eln_g erg.
aOWnstream oil and gas regulatory bill has beer) passed in April 2008,
Rﬁ Incubation of about four years. The constitution of the Regulatory
"2rd hag €€n announced in July 2007.

Iy
t
3 e

fusra p%“;Srgtng Market, petroleum products will be sold not as a com
N thej, th With brang Name. Similarly, the Oil companies will alsg b .
g Ple, Bhnd Value, Sych things have already started to happen in Ingjg. For
Tharat Petro]eum has become a market leader in the branded er‘S
r&lail bylmae COmpany Was recognized as the Forecourt Re’[all{er of the vear
rﬁe& the leading retail publishing house. Through the ‘Pyre for Syre’
3 Vag he the COmpany is able to deliver superior vfalue to t.he CUstomer.
feﬂrst “®Mpany to introduce the pre-paid deb,lt card with st chip
g vy PaYmen The ‘Petro card’ and ‘Smart Fleet Programs haye been
g, Vit g 1N the Market. Automation at the retail outlets s another g,
g Mg e Objecy o on the qualit and oo of
Sy The chrve of Providing assurance q fy qUantlty o the
”Stod the coy L’ brand has been selected as one of the SUper-brap, ds in
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|ndia is 20 1 ér cent. For diesel, the conversion ra how that the conversion rate
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; Plemium Petrol increagsed iram 2Dipercent in. 200 -er cent. Bihar and Gujarat
07 For diese| this went up from 5.68 per cent to 10 pIOCL'S branded products,
ha‘f& been the front-runners in the switchover. For ent, followed by Bihar witl,
GUIarat as Shown a ConverSiOn rate Of Up to 30 p,er e ha‘S C'OCked the thhGSt
2@29'3 Per cent Conversion rate. For diesel, Blhn?.;re highway-centric brang,

NVere: i a .
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gg”emment and consumers (industrial, distribution companies gnd househo|d§)
enz $nergy supply as a product or service with a certain price. However, In
mim’gy Sector, systemic change cannot be introduced by decree, but requires a
betwrgum Societal consensus on the degree of commercialization, the chstrlbutlpn
E%noi: Public service obligation vs. private supply and the resulting socio-

ic effects, e.g., environment and employment.’ (Hirschhausen, 2000)

\
Exhibit - 18

Market scene and structure is

N alignment with economic reforms

) Cu's't_o_mer centric e Private companies in
the market
* Multiple players, entry
and exit unrestricted o Gas market is just
unfolding

® . . -
Contlnuous innovation

o Downstream

® Interng) business Petroleum Regulator
Pl'ocess re-
| €Ngineering

e Gas Pipeline bill

e

e —

g

Z‘aq@ Trade
QQ l'@fo
%hnomic "n'ls ln d
}EarZ?dentriforrns Otmztrﬁaatf_n oil sector are very much in alignment with the
@tﬁrn% nor: the externg) 'onal level. Ol IS a global commodity and India is
Nkhﬁr?tmnal POSSibig : world fo.r crude oil to the extent of almost 75%. It is
iy, Sd frag), TKEL. Toq O keep indigenous oil market insulated from the
(zslfis! Qase]y, Xcept a4y, almost all petroleum products can be imported and
Q@etih“hg Sy QUirey ﬂosome cases permission from Ministry of Petroleum and
Q“lpo” 5'3Tariff rates fude import is de-canalized. There are no quantitative
ani@gé'ss 5 ts have been Moderated to a very reasonable extent.
e aCtiveP € V) Multinational Oil Companies including trading
N Indian Mmarket, without much of encumbrance.
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jor
‘ merged as the maj
Moducts, engineering products and ores and minerals e g

rivers ¢

itional items like handicrafts,

h, while the shares of traditiona i ral products and

textiles anexﬁggtgéov;:oducts, gems and Jewellef){"bigtggugg% OFf) total export

Cather Showed reduction. Petroleum product.S con ods, ores and minerals,

"% during 2007 - 2007. Together with engineering g%rt growth during 2002.

Pelroley Products contributed 63 percent of total exp of engineering goods,

207, e tilt in Commodity profile towards thedexfgdr:jscts reflect the growin g
g:;r‘(ﬂeum Products and chemicals and related p

' isticati f India's
M CUtiVeness and the increasing technological sophistication o
anufacturing exports,

The

ia’ hift in

T o ot o s s st
“latiy i orts o _
E:Iow. Whileelr? ;r,z lghgzr'?netfoﬂd agricultural exports femanr‘;‘ic(jj tcr;;):::)a(.)nr:
& W_veen 2000 and 2005, the share in world exports of machinery e
Agmpment’ fuels ang mfning products and chemicals showed an lTpdia's tradé
seg{t fromt e Government’s reform policies towards s'trengthemglg n rad
exD:r' ¥ 'eCovery in global investment, reflected in a notable Increa tfn
S rts'Of Worlg trade in Capital goods, also provided conducive environment for
el Ogy oriented engineering goods exports from India.

% India’s share in World Exports
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uring 1999 - 2001. (Vee.ramam: 2q07) The Most
XDortg + Strcture of merchandise exports is the rise in the Share of
m S f about 2 Percent in 1993 to aboyt
Ateg for

11 percent in 2005
) ag € Year 2006 show that the share hag further increased
Tablg 7.8 below:




Oil Sector Reforms in Downstream Segment
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th
p

I-@l‘?_l-_&; Value of Petroleum Products in the Commodity
OMposition of Exports, India and World (Excluding India)

Percentages
1993 | 1997 | 2002 | 2005
183 |1.07 |5.04 |11.31
554 |5.18 |6.78 |8.60

021 |0.14 [063 |1.25 |

Ingiy
ds

B o XPOMS during the post ref iod have been growing faster than th
DTE-ref "UWth pPost retorm perlo a g g n e

o Of world exports. This is in contrast to the pattern observed for the
‘300\,& per;

oy duringd{ Particularly during 1950 — 80. India’s exports showed signs of
&"Dur? rate of . 999 — 2001 by growing at about 10 percent per annum. The
ro 'S Whiy Skerchandl‘e.e exports declined to about 7.6 percent if petroleum
g Cudeg frOmy focketed from $ 55 million in 1999 to $ 1,929 million in 2000
Dﬂreénlndia's e the total. As the world economy fully recovered after the Asian
udt by rc andise exports showed a high growth rate of about 25
) UM during 2002 — 05 (22 percent, if petroleum products are

View
My Ee, the Uer‘]r_‘Surmg energy security for the nation and earning foreign
Dy 42 Dl?n to SlIJOthtpet_FOIeum and Natural Gas Ministry has drawn up an
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M Nig @merging aﬂes at present to 235 million tonnes by 2011-12. itn
Gy T a?’ N ot S One of the highest foreign exchange earners in 2006-07
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"Od provies o ortunity to Indian PSU oil marketing companies to taste the
fhore and soil agfoss thg oceans. Indian Oil Corporation (I0C) has taken the
S.ad on this front, by taking over a part of market by its subsidiary Lanka Indian
oy COrPoration (LIOC). Similarly, IOC has opened marketing and trading
Wbsig auritius and Dubai. BPCL has announced its desire to open office
Singapore 1,

ary in M .
ptrod y forming a subsidiary. MRPL has tied up contract to export its
UC1S to Mauritiug

Simjj
PE Al CaSES are

there for Indian down stream PSU companies to emulate.
Asi

& Wit alaysia is among the most active and most successful MNC in
invggy 1 Net profits of

more than $ 2 billion a year, Petronas has the cash to
CﬂrnDanVersﬁfas. In 199

Sig 7 ENGen and ha
My
P

8, the company took over South Africa's leading ol
S projects being developed in Algeria, Pakistan, Sudan,
Urkmenistan. Petronas has targeted high-risk areas that the western
€ avoided. A

. Ithough it is behaving like a western major (MNC),
Still owned by the Malaysian government.

jOrs
EtrOn av

as jg

Exhibit . 19

s Tl‘fide Reform in il Industry
. alignment with

Economic Reform

All pet . -
incﬁl?{OIEUm Products © Tariff barriers have been
OGL 19 crude oil are in moderated

$ Al g

urp| © Tariff protection to Indian
Exportsdus Products can be refineries have been

slashed to a great extent
°

O qQUantitae:

In irﬁ ?t':::t!"e restriction e All MNCs & trading

'n export companies have offices in
Tradin 5 India
and rj = - = =
X Nase en?';t'“anagement by Indian PSU Oil companies are in a

age. Given the right freedom, this will grow.

——
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45 Fiscal

i tailed in Section
I sector contributed significant revenues to the coun}ireyr{ ?r? ?l*?e S B T
. N previous chapter. Reform measures under ta
Pect t

7 i ted in the
ms' ®Clto fiscal variables are in line with the fiscal policy reforms adop
Nstream national economy.
F

. . | [ ortant
" idati ' mai m ncern in India. Two Imp
ar@?sl ! ation still remains a matter of co [ t
n

: in fiscal empowerment. One is
elimir o4 10 be addressed which would result in ﬁted ol e, L
Mation of idi ich are not directly targe U .
Bliminag: subsidies, which ar : ich are distortions in the tax
Slru natlon of most of the tax exemptlons- whic t and States as a
Ctur ) blic debt of the Centre
Percgny.. | 99r€gate stock of pu t
%08 of GDP is high, currently at 75 percent.
es, which imparts
UVerlC debt Management in India has got some unique featucri' i osurpe o
Stabilj irst States have no direct exp
Nor oy to macro economy. First, ic debt is local currenc
N deb, Second, almost the whole of pubhc. g _ y
in i idents. Third, public debt, of both
“onrg ted and held almost wholly by residen
‘ﬂditr N4 Stateg iz EJ‘[,S;TS and prudently managed by the Resef\{e Bank of
thea, NSUring Comfosié finyancial markets without any undue volatility. Fourth,
oty Vefnment Securities market has developed significantly in recent years in
Urnover, depth and participants. Fifth, stable contr‘actuai savings
mancin nt Marketable debt in financing deficits. F_mally, _d1rect Monetary
Ncq %ho Primary issues of debt has been discontinued since April 200g.
}Cere '9h stock of public debt relative to GDP has not so far been a matter
inee ) @S far as stability is concerned, while it is recognized that long term
he Y woulq ¢q; for a gradual reduction to prudential levels.
fi
Ao, 8¢ , : : ;
%l?h'.@"’ingl thanagement of Central Government is broadly in the direction of
Natg . '€ t

reye,. 19eted ratio of gross fiscal deficit (GFD) to 3 percent and
Y. 1Y€ deficit (RD) by 2008-09.
Tﬁﬂzl Fatiof""ernment finances were budgeted to improve in 2006-07
N e |

0.8 — 1.0 percentage points of GDP lower than in 2005-06
Snts g

Ovements in the finances of both the Centrg| and State
98 shown in Table 7.9 below:
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Table 7.9: Key Fiscal Indicators

_Percent to GDP
%wg Deficit | Gross Fiscal Deficit | Primary Deficit
W Centre - ——
Qgo— o 2.0 -0.04
205.0— 2 4.1 0.4
Qe g7 e L 3.8 02
M 2.1 ; 0.1
20071 RE 2.0 3.7 .
8 BE | 15 33 0.2
Q) States
R 22 4.2 3
M 2.2 4.5 1.5
W 1.2 35 0.7
Ay RE % 3.2 0.7
| BE 0.1 5.7 0.2
W Combined
W 6.6 9.6 31
W 5.8 8.5 2.1
W 3.7 7.5 I
w 3.1 7.4 Y
30\ 2.2 6.4 . 0 ——
urCe- \h
i Resewe Bank of India Monthly Bulletin, May 2007
bye. Sdyeti
@}U(Ega%‘;ctlon N deficit ratios experienced during last 5 years mainly reflecteq
s%s.“diture '®Venue receipts, which more than offset the iNCreng
Idy ang n Dartlcularly, in respect of interest payments, fertilizer and inter ed
E@-fg efence capital outlays. est
Sin
E"E@tﬁ“%neo" S€ctor haye a great deal of fiscal impact, which hag een dety
fykine ecoho’m. apter VI. Directionally, fiscal variable in Oil Sector are*? al!ed
%ﬁr thQaHCQ Min'lc reform at national level. Rates of taxes ang dutieg are g ln_llne
rawﬁr'eo"@rnmlst Inance Ministry’s primary concern is tg Mobilize €Cideq
trg|e'8 prioritiesr? : Ir} Case Oil Sector, of course, Finance Ministry Koo revean
&Ub Um Minist N view. A ot of pressure is _brought upon Fi”ance Mps.the Qijl
%;idi&s © set the Oil Sector’s priorities high in thejr agends Nistry
g 0 :
@xD&uhi?Ooz“O%rosene_ and LPG are charged to Consolidatgy
N "y ljdy o Details of Subsidy amount is given in Section 5 4 S Of In di
Yt oy 1€ of account effective 2002-03 is adging g 34, Chapte.
Uny an”‘ent, ﬁmment of India. This is against the eXpendityy Venue
F)()L prodEWe\{er, as shown in the Table 7.10 belowe disg; ling f
Ag Cts is Proportionately getting reduceq. » Sy Sidy i
Study o ; e

Mpatibility with Nationa) Economije Refo,
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@ Details of Subsidies by the Central Government

S— Rs. Cores
o1 1991-92 | 1994-95 | 1995-6 2000-01 | 2001-02 | 2002-03 | 2003-04 | 2004-05
Sy, | 16428 18414 | 22

22026 | 49929 | 42350 |43533 |[44256 |46514

th|t,o
|on

h-_---_-_'_'—-—~

Mgy g | “175 16560 | 9,360 | 23,091 | 11,140 |5225 | 6292 | 3553
[} "

nﬁfpo --2-.5__4_’_1___“

35.63 42.50 46.25 26.30 12.00 14.22 7.64

: 5 v e A
% S|ub.s'dy did not form a part of Government Budget up to 2001-02

Ueeggg 2N Petroleum & Natural Gas Statistics, Government of India,
SWe ISSUBS

EXpen .
?Suﬁt stlsgd?” Subsidy is to ‘reorient public expenditures away from, large, non-
6) ®S and towards education, health and infrastructure’. (Acharya,
l:Urlh@r .
gjéquer;'g’i‘fsqce f Special bonds to PSU Ol Companies to compensate the un-
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Wﬁtive (aligned with economic reforms)
A Growth in Production of crude and Oil sector in line
lnfr.astructure refined oil helped in growth | with growth in
N activity of economic infrastructure | industrial
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Oil Refining [ Entry of private and joint In line with
sector refineries is outcome | economic reforms:
of de-licensing and competitive
emerging demand for domestic market
M refined petroleum products | and exposed to
trial O in Asian region global competition
I mar keting | For lubricating oil and In line with
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free, free entry for new global competition
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Account

Results

Observation

Customer
service

PSU oil companies have
brought in a series of
customer centric measures

In line with
economic reforms

For industrial
fuels and
feed stocks

APM was abolished wef
April 2002 and prices are
determined on commercial
consideration by the
marketing oil companies

In line with
economic reforms;
competitive pricing,
thin margin for
producers and

surplus for
— consumers
—_— I
Brang Branded fuels, premium A progressive step
products have been in line with
introduced by all PSU oil economic reforms
marketing companies;
privileged service to elite
customer segments, niche
Prog marketing _
de uct Continuous innovation is A progressive stop
velopment | taking place with regard to | in line with P

product features,
packaging and customer
specific delivery service

economic reformsg

Orgc’:\nization
Structyre

Entry of firms

bog,, 2tory

dy

- ==
7
/ /
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=
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Astd

Udy o its g -
Mpatibility with National Economjc Ref
orms

PSU Oil marketing
companies have
undergone organizational
restructuring and business
process re-engineering

In line with
economic reformg

Rt ——|

New private and joint
sector refineries have
entered into refining and
marketing of petroleum

products, import and export

are done without any
quantitative restrictions,
tariff barriers have been
lowered to a great extent

Downstream oil and gas

regulatory body has started

functioning

In line with —™————
€conomic r
within the
and on ex
fronts

eformg
COUntry
ternag)

FairneSS |n

Competition
: N, in |
with eCOnom-n ling

|
reforms ¢
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Areg;ms Account

TRADE I

LTrade .

Sime Tariff and
non-tariff
Barrier

l_ Results

products are under OGL for
export and import, Crude
oil import was de-canalized
from April 2002; no
quantitative restriction,
moderated tariff

Observation |

Almost all petroleum | Inline with

economic reforms
and WTO
compliant free
global market

\

Tax rates

Average tax rates have

been reduced to a level
required to mobilize
revenue for the

valorem and specific tax
introduced, maintaining

Cross subsidy in all
products removed, subsidy
is provided from general
budget

Government, mixture of ad-

} buoyancy in tax revenue

| In line with
. refor
policy of reducinm

INCreasing the

m

€conomic refor
reduction in
revenue
expenditure ang
fiscal consolidation

ms:

is aligned with economic reforms)

u(ly Ofi

Price control by
Government of the day is

——— |

Not line with the ——
competitive spirit of

| siif ot aboished__
Not much private capital
has come to downstream

oil sector for infrastructure
development

Price control in auto and
cooking fuels did not
provide sufficient attraction
for private capital
Investment

| economic reforms

Not in line with the
spirit of reforms:
however,

experience in other
sectors is not much
different.

The investment
climate in Indig has
|(‘1ot attracted FD|
much larger isg

. u
outside the scopee,

of the stud

ts C
-Ompatibi; . '
Patibility with National Economic Reforms



Oil Sec ; .
sector Reforms in Downstream Segment 260

P ——
tforms
e
Areas\ Account | Result
| mdustrial s Observation
Privatization _—-_—'-——-’—"—"rf‘f#
tion | Privatization of Ol In line with the spirit

Companies was done by of reforms;
however, the

disinvestment and merger
of standalone refineries. process of was not
complete, due to

vatization of absence of political

However, pri
BPCL & HPCL did not take consensus in a
M place. coalition
LI e government.
autohc sector | PSUs are navaratna Largel'y.in line with

nomy companies; have been the spirit of
vested with enhanced reforms; still the
managerial gutonomy with manag_ement of
independent directors in psU oil companies
Board. Government being |18 far away from
the maijority share holder; being @ commercial

enterprise.
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influenced by political and HoweVer, oyerall
experience N the

M bureaucratic ot ne
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Results
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Subsidy
administration

Subsidized products is
creating distortion in
pricing, leading to
suboptimal use

Tax rate

Tariff
Protection to
indigenous
refineries

L

Tariff rate on petrol and
diesel (price inelastic
products) is still at high

| F.
mmﬁ____M

duction in rate of

Despite ré
duty, still duty differentlal

between crude oil an

roducts IS high

u/
Exhibit - 20
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?"gnment with Econ
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Observation

I

Not in line with
economic reforms;
against expenditure
discipline of

overnment
[ncomplete reforms
in indirect taxes

e
Against free trade,

leading tO
monopoly rent for
|ndian refineries

s tGri.!dual reduction of
ariffs on crude an
Petroleum products

® Positive tariff
Protection for Indian
refineries
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Secti
=tlion 7.5: Growth with Social Justice

Ve
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een a major goal of development policy in India since the
a minimum standard of living for
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me independent. Achievement of

ll set:
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(Krishna, 2006)
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Productiyi -farm economic growth is
Sample b'v'ty of the main competing sector for workers, namely farming. For
Vfin'eties'w): allowing multiple cropping, irrigation and the spr.ead of high yielding
Yidding il probably increase aggregate demand for agricultural labor, thus
P wages for new entrants into an expanding non farm sector.

ies ﬁ

AnOthe .
o . 1actor influencing the impact on poverty of non

Nd that hi ' i | nt spending, higher
gher farm vyields, higher state development Sp » g
Ray, And rural) non-farm \ lower inflation weré all poverty reducing.
I output and
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0'If[iec‘:—,\" ) e, Industry has consisterily = | across the country and
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€re in
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cratic countries has brought out
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o _ i et backs), those have
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