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LPG price up by 3.5,
crosses 21,000-mark

Rajeev Jayaswal
letters@hindustantimes.com

NEW DELHI: Cooking gas has
become costlier for about 305
million consumers as state-run
oil firms on Thursday raised the
price of domestic liquefied
petroleum gas (LPG) by 23.50
per 14.2kg domestic cylinder --
the second price hike in less than
two weeks.

With the latest hike in the
price of cooking gas, a domestic
14.2kg LPG cylinder in Delhi will
cost 21,003 per refill, 1,029 in
Kolkata, %1,002.50 in Mumbai
and %1,018.50 in Chennai.

Domestic LPG suppliers had
last raised cooking gas prices by
350 per cylinder on May 7
because of rising international
energy costs due to the Ukraine
war.

Commercial LPG has also
become costlier by 28 per 19kg
cylinder, with the new price at
22,354 in Delhi on Thursday --
the seventh hike in this calendar
year, according to an Indian Oil
Corporation (IOC) price notifica-
tion.

India’s cooking gas market is
dominated by three state-run oil
marketing companies - 10C,
Bharat Petroleum Corporation
Ltd (BPCL) and Hindustan Petro-
leum Corporation Ltd (HPCL).
The companies had earlier hiked
its rate by 50 per cylinder on
March 22 this year to ¥949.50 in
Delhi - the first price hike in over
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This isthe second hike in LPG

rate thismonth and the thirdin
less than two months. HT

a year. Before that, the domestic
LPG prices were revised by 215
on October 6, 2021, leading to the
price being ¥899.50 per 14.2kg
cylinder in Delhi.

Even as cooking gas prices
have skyrocketed in the last cou-
ple ofyears, the government has
substantially reduced subsidy on
the fuel. It has phased out the
direct benefit transfer (DBT) of
cooking gas subsidies in most
places, including Delhi, and has
reduced the financial burden on
the exchequer by over 86% from
329,628 crore in 2019-20 to an
estimated 4,000 crore in the
current financial year, according
to official data.

The cooking gas subsidy on
domestic LPG through DBT
mode has been stopped in many
markets, since May 2020, when

it was priced at 58150 per 14.2
kg cylinder. The government,
however, continues to subsidise
additional transportation costs
to consumers residing in far-
flung and remote areas, which is
often less than 50 per cylinder.

According to the Petroleum
Planning and Analysis Cell
(PPAC), the data-keeper of the
petroleum ministry, total cash
transfer to customers under DBT
for LPG consumer (DBTL)
scheme has been nil since May
2020 in Delhi and some other
markets. This value [LPG sub-
sidy through DBT] was 3231 and
162.43 per cylinder in March
2020 and April 2020,

The petroleum and finance
ministries did not respond to
repeated email queries on this
matter seeking specific reasons
for reducing DBT of cooking gas
subsidy sharply since 2020
despite rising prices of domestic
LPG. HT had reported the same
on May 16.

The shrinkage of the LPG sub-
sidy through DBT mode is also
corroborated by the Union Bud-
get. The actual direct benefit
transfer of LPG subsidy, which
was 329,628 crore in 2019-20
first reduced to 223,667 crore
[actuals] in 2020-21. Thereafter, it
was trimmed drastically to
3,400 crore in the revised esti-
mates (RE) of 2021-22 from the
budget estimates (BE) 12,480
crore. The BE for 2022-23 has
been kept at 4,000 crore.
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Fuel blending: new target, challenges ahead

PARTHA SARATHIBISWAS
PUNE, MAY 19

THE UNION Cabinet on Wednesday advanced
by five years its target forachieving 20% ethanol
blending in petrol. The amended National
BiofuelPolicy-2018 hasset the target at Ethanol
Supply Year 2030 instead of 2025-26. Other
changes include introduction of more feed-
stock for production of biofuels, and permis-
sionto allow export of biofuels in s pecificcases.

‘Whatis the biofuel policy?

Introduced in 2018, the Policy is aimed at
reducing dependence on imports by encour-
aging blendingof fuel withethanol Its key fea-
tures include an Ethanol Blending Programme,
production of second-generation ethanol
(from forestand agricultural residues), raising
capacity for production of fuel additives and
researchand development infeedstock, which

isthe starting material forethanol production.

After setting a 20%blending target for 2030
initially, the Centre had announced premium
rates for ethanol produced from sugar syrup,
canejuice,and B heavy molassesinsugarmills.
The policy also allows use of excess rice or
damaged foodgrains for ethanol production.
The National Biofuel Coordination Committee
{NBCC), headed by the Union Minister for
Petroleum and Natural Gas, coordinates the
blending programme.

Whyblend fuel with ethanol?

The blending programme aims to reduce
the oil import bill, and to make fuel environ-
mentriendly. Oil marketing companies have
beenmandated to buy ethanol from sugar
millsand clear payments within21 days. Also,
“this move has the potential to change the face
of thesugar industry and makeit self-reliant,”
said Bhairavnath B Thombare, president of the
West India Sugar Federation.

Isthe new targetachievable?

Experts believe it is not easy. Prakash
Naik navare, managing director of National
Federationof Cooperative SugarFactories Lid,
said that to achieve 20% blending, India would
require aconsistent supplyof 1500 aore litres
of ethanol annually. Niti Aayog has talked
about managing 760 crore litres from sugar
and 740 crore litres from grains to meet this
ethanol requirement. Once 20% blending is
achieved, 60 lakh tonnes sugar would have to
be diverted annually to produce the additive.

What isthe current blending status?

As onMay 8, the al-India average blend-
ing —the average amount ofethanol currently
blended intofuel—is9.90%, as per the Ministry
ofPetroleumand Natural Gas. Letters ofIntent
forsupplyof 46856 aore litresof ethanol were
issued at the start of this Ethanol Supply Year
(December-November 2021-22), outof which
415.88 crore litres has been contracted and

186.21 crore litres supplied so far.

At present, the installed capacity that sugar
mills have forethanol produdion is 460 crore
litres, Naiknavare said. It is expected thatan-
other 260 crore litres would be added once 46
new distilleries become operational.

Whatare the roadblocksahead?

‘While severalinthe sugar industryappear
upbeat about the early deadline, many coop-
erative sugar mills have complained about a
fund crunch. Banks, they claim, are reluctant
to finance sugarmills given theirweak balance
sheets, Mills have asked for tripartite agree-
ments among OMCs, banks and cane suppliers
to clear payments within 21 days. However,
most banks have expressed apprehensions.
Naiknavaresaid thematter was raised during
ameeting with the Finance Ministry officials.
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DECODING RECORD WPI DATA

Fuel, Veggie Prices
Behind Wholesale
Inflation in April

Stress on household
budgets likely to

drive down sales of
discretionary goods

Kirtika.Suneja
@timesgroup.com

New Delhi: Cabbage, raw cot-
ton, radish and the humble kare-
la (bitter gourd) saw the highest
wholesale inflation in April and
together with kerosene, liquid
ammonia, aviation fuel, and na-
tural gas, drovethe pricerisetoa
record15.08% in April.

While the wholesale inflation
in kerosene was 118.2% year-on-
year in April, that for cabbage
and bitter gourd was in high do-
uble digits at 88.3% and 75.4%,
respectively.

The high inflation in the food
and fuel basket may put pressure
on household budgets and drive
down the consumption of dis-
cretionary goods such as mobile
phones, leisure and travel.

The wholesale price index
(WPI)measures pricerises in 697
items, of which 564 are manufac-
tured products. High wholesale
inflation has impacted retail pri-
ces, driving consumer inflation
toan eight-year high of 7.79%.

“Mostof theseitemssuchas ve-
getables and oil directly impact
household budget and a rise in
inflation will constrain their dis-
posable income and demand,”
said ICRA chief economist Aditi
Nayar. Vegetables have a 1.87%
weight in the WPIL.

An earlier and hotter summer
has pushed up prices of perishab-
les like fruits and vegetables. In-
flation in food articles rose to
8.9% in Aprilfrom8.7% in March.

Leading The Spike
QUICKEST INCREASE (in %) Apr
Product Weight (%) Inflation (%)
Kerosene 0186 1182
Ammonia liquid 0021  107.7
ATF 0319 105.1
Ammonia gas 0.043 91.7
Cabbage 0.122 883
Natural gas 0.464 823
Raw cotton 0663 81.2
Radish 0.039 77.7
Caustic Soda  0.082 73
Bitter gourd 0.022 75.4
OTHER ITEMS

Naptha 0.866 72.7
HSD* 3.095 66.1

Crude petroleum 1.945 65.7
Vegetables, fuel inflation to hit
households' disposable income
Demand to get impacted

Cos to cut grammage,
retain prices

"High Speed Diesel

“This will possibly lead to shrink-
flation, with companies going in
for grammage cuts,” Nayar said.

Cotton prices have hovered at 1
lakh per candy on high global pri-
ces, though at the start of the sea-
son, prices in India were almost
half of that. Naphtha, diesel, cru-
deandfurnaceoil toowitnessed in-
flation above 60% last month.

Inflation in fuel and power,
whichhavea13.2% weight in WPI,
rose to 38.7% in April from 34.5%
in March and the pressure was
most visible in items like kerose-
ne, aviation turbine fuel (ATF)
and furnace oil, though inflation
in coal and electricity eased.

Impact on Household Budgets »» 14



