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Oil and India 
 

Organization of the Petroleum Exporting Countries 

(Opec) and Russia failed to reach an agreement on 

oil production cuts. 

Price war has started 

Russia declined to cut its oil supply with an 

intention to compete with the US shale industry. 

 

Saudi Arabia plans a big increase in its oil supply. 

 

 



Saudi Arabia has started offering unprecedented 

discounts in Europe, the Far East and the US. 

 

An immediate fallout of the Russia-Opec meeting 

was a 9% fall in oil prices. 

 

Dramatic increase in Covid-19 cases has put 

further downward pressure on demand for 

commodities, including oil. 

 

Twin assault of higher supply and lower demand. 



This has positive implications for India’s economy 
and policymaking, as it comes at a time when it 
has embarked on an uncertain and hesitant 
recovery. 

 

Revenue shortfall due to growth slowdown. 

 

Direct casualty: GoI’s ability to spend and meet 
fiscal commitments  

 

Low oil prices offer an opportunity to raise some 
revenue and improve its fiscal balance. 



Pass on about half the benefit of lower global 

prices to consumers, while the other half can be 

used to shore up revenue by levying higher excise 

duty. 

 

The Union government did something similar 

between 2014 and 2016. 

 

It used low oil prices to improve its fiscal health, 

as the budget deficit it inherited from the previous 

government was higher than what the official 

figures suggested. 



Clear all dues, use additional tax revenue wisely 

 

Boost domestic demand: Putting cash back in the 

hands of households and small businesses 

 

Provide relief to beleaguered telecom companies 

 

Remittances from Indian workers in the Gulf will 

decline 

 

 



 

Create a crack team of former and current 

bureaucrats, who have proven their mettle in 

different crises and in different sectors, to advise 

it on policy measures that should be adopted in 

these extraordinary times. 

 

Much policy innovation and courage, combined 

with integrity, will be needed for India to emerge 

stronger from 2020. 
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 Do you know?  

Nalanda = Na+alam+Daa, meaning “no stopping of the gift of knowledge” 

So do gift share this lecture with your loved ones. Thanks  


