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Auto PLI 2.0, not FAME Il

A modified PLI can address FAME issues and Indian auto
players’ grievances over any special treatment to a Tesla

ITHJUSTA few months left forthe FAME [I—Faster Adop-
tion and Manufacturing of Hybrid and Electric Vehicles—
scheme to run its course, there is much debate on
whether it should be continued or not. One hears the
department of heavyindustries is keen to come out with a new variant—
FAME IIL. However, the finance and other related ministries are report-
edlynotin favourof such amove.Perhapsitistime thatthe government
looksata modified production-linked incentive scheme for the automo-
bile sector. This could be done by subsuming the current subsidy under
FAME given to two-, three- and four-wheelers used for public transport.

Currently, there are two PLI schemes for the auto sector, one forautos
and auto componentswith an outlay of 25,938 crore while the other
one is for advanced-chemistry cell batteries with an outlay of 18,100
crore. Rather than rolling out a FAME HIwith abigger outlay, it might be
more practical to have acomposite PLT scheme. This would help the gov-
ernment,whichisworkingon sopsto enable globalplayers like Tesla toset
up a plant in India.A modified auto PLI (PLI 2.0) including four-wheeler
EVs for private use can be sold as an attractive policy package.

By opening up the PLI 2.0 scheme to players who had not earlier
applied,as well as giving the current participants the optiontomigrateto
the new one,alevel-playing field can be maintained. This would address
the grievances of domestic firms like Tata Motors and Mahindra and
Mabhindra, who have protested against any special incentives for Tesla.

Asitis, the FAME scheme needs to be modified if it is to be extended
beyond March 202 4. Givenallegations of severaltwo-wheeler manufactur-
ers having wrongfully claimed subsidies,achange in approach is called for.
The companieswere eligiblefor subsidies onlyiftheyused componentsmade
inIndia. Around seven of them arealleged tohave claimed subsidies despite
assembling vehicles with imported components. The government has
demandeda refund of “wrongfully- claimed” subsidies of around ¥469 crore.

SincethedisbursementofPLIincentives is doneonthe basis of pre-deter-
mined incremental sales and production targets, there would be no scope
for playerstoindulgeinanysuchirregularities. Infact, PLIschemeshavebeen
modifiedfortelecom productsand IThardware schemestomake them more
attractive; a change forthe auto sectorwould not mark any big shift inpol-
icy. However, if the FAME schemeis ended, direct price subsidy to consumers
would notbe possible. At the same time, promoting EVs onlythrough subsi-
dies may not be the best approach as sales may get impacted once theyare
withdrawn. Granting subsidies in perpetuityis not a feasible option.

States could be encouraged to offer certainincentives to buyersand to
the manufacturers over and above the PLI benefits, much like has been
devised forthe semiconductor design and manufacturing scheme. Fur-
ther, duty relaxations on components can be provided and manufactur-
ers can beasked to scaleup local valueaddition overa longerperiod, which
would make pricing competitive in the short term. Apart from being fair
toall the parties, auto PL12.0would have the benefit of encouraging global
players to set theirmanufacturing chainin the countrywhile making EVs
attractive to the buyers.
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BRENT FUTURES UP
AT $81.48/BARREL

Crude Riseson
Middle East
Woes, US Rate
Cut Hopes

Reuters

London: Oil jumped 3% on
Tuesday to its highest level
this month, as further at-
tacks on ships in the Red
Sea prompted fears of ship-
ping disruptions and on ho-
pesof interestrate cuts that
could boost economic
growth and fuel demand.

Brent crude futures were
up $2.41, or 3.1%, at $81.48 a
barrel by 11:52 am ET (1652
GMT). US West Texas Inter-
mediate cruderose by $2.36,
or3.2%, to $75.92.

Therally, in thin trade with
some markets closed for holi-
days, added to last week's ga-

ins of about 3%

after Houthi at-
tacks on ships
worried inves-

tors and as the
Israel-Hamas
conflict showed no sign of
easing. “There's plenty of ge-
opolitical tensions today in
terms of the Middle East ...
and it has given some angst
here to the security of the
transit of oil and other go-
ods,” said John Kilduff, part-
ner with Again Capital.
Explosions in Red Sea off
the coast of Yemen were re-
ported on Tuesday after
sightings of unmanned air-
craft and missiles in 2 inci-
dents, a maritime authority
said. An Israeli minister
hinted the countryhadreta-
liated in Irag, Yemen and
Iran for attacks carried out
againstitas war with Pales-
tinian militants in the Gaza
Strip widens.
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Gaining currency

The first payment in rupees to the UAE for crude ol
gives a major push for making it a global currency

payment for oil in rupees to the United Arab Emirates (UAE), marking a potential turn-
ing point in the quest to establish the rupee as a global currency. This move not only
strengthens economic ties between India and the UAE but also has broader implica-
tions for the international financial landscape. The historic transaction took place as part
of a trade agreement between India and the UAE, where India paid for a consignment
of crude oil in its own currency rather than the traditionally used US dollar. This depar-
ture from the standard practice is seen as a bold step that could have a cascading effect
on global trade dynamics. The mave by India to make payments in rupee aligns with
the nation's broader strategy of diversifying its currency reserves. Historically, the US
dollar has been the dominant currency for international trade. By opting for the rupee,
India is taking a step towards reducing its dependence on dollar and promoting the use
—— of its currency. The arrangement with the UAE proves
that India has truly arrived in the world arena. Not only
do many countries look up to India for direction and
support but also follow the path it treads. As External
Affairs Minister S Jaishankar rightly pointed out, the
era of a bipolar world is over and "we are into a mul-
tipolar world" where a number of countries play piv-
otal roles. The payment in rupees not only has eco-
nomic implications but also strengthens economic and
strategic ties between India and the UAE.
It reflects confidence in each other's economies and
sets a precedent for other nations to explore alterna-
tive currency options. However, it is not to suggest that
the Indian rupeg is anywhere near the dollar. The US dollar has long been the dominant
currency in global trade, accounting for nearly 60 per cent of all foreign exchange (Forex)
reserves and more than 80 per cent of global forex trading worldwide. One of the advan-
tages of conducting trade in local currencies is the reduction of currency exchange risks.
By sidestepping the need for conversions into a third-party currency like the US dollar,
both India and the UAE can potentially save on transaction costs and minimise expo-
sure to exchange rate fluctuations. Other countries may now be inspired to explore sim-
ilar arrangements, challenging the longstanding dominance of the US dollar in the inter-
national financial system. But the initiative to make rupee payments poses certain chal-
lenges, too. The rupee is not as widely traded as the US dollar or the euro, which may
hinder its immediate adoption on a large scale. Additionally, concerns about the rupee's
stability and the need for a robust financial infrastructure will need to be addressed for
the currency to gain broader acceptance. While challenges remain, the move surely sig-
nifies a shift in the traditional dynamics of international trade and finance. The global
financial landscape may witness further diversification in currency usage, challenging
the dominance of the dollar and contributing to a multipolar world economy.

In a significant development in global trade and finance, India has made its first-ever
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Green energy sector to flourish in 2024

Solar auction pipeline
robust, easing of
norms to help

ARUNIMA BHARADWAJ
New Delhi, December 26

MULTILATERAL DISCUSSIONS
ON shifting away from fossil
fuels and relying more on
renewable energy (RE) capacity
seemed to put India in atough
spotin thepastyear.The govern-
ment, however,asserted repeat-
edly through the year — includ-
ingattheCOP28 summitheldin
Dubai in November ~the coun-
try’s dependence on coal-based
capacitywill not only stay, but it
would also have to

scale up thermal

trend is likely to be reversed in
the second half owing to lower
prices of solar modules and
relaxation of the approved listof
models and manufacturers
{ALMM) till March 2024 by the
government which may enable
developersto commission many
of the delayed projects by the
yearend.

“Annual ordering of more
than 10GW thermal and 8-10
GW of wind is envisaged to
counter rising base or peak
demand in non-solar hours,”
NuvamaWealthand Investment
said in its recent report.

Commercial &industrialand
round-the-clock renewables
tenders have raised thewind mix
to nearly 50%ofa project’scom-

position as against
30% earlier, as per

power before the THE analysts.
phasing down starts. Additionally, the
This ‘balanced’ YEAR module manufac-
approach was con- turingunderthepro-
sidered appropriate | AHEAD duction linked
bymostanalystsas | incentive (PLI)
the country's power | scheme is expected
demand reaches | to catalyse the estab-
new peaks. | lishmentofasignifi-
The country has = ~ cant number of
setatarget ofachieving 500GW  domestic manufacturing units,

ofrenewable energy capad
theyear 2030 and to fulfil the
same would require 50 GW of
capacityaddition everyyear. For
the RE sector, theyear goneby
pannedoutto be slowerin terms
of capadty addition and invest-
ments made. Experts, however,
see tendering and implementa-
tion of projects gaining pace,
towardsthe end of the financial
year2023-24,

The RE sectorwas governed
bymanychallenges,especiallyin
the firsthalf of the current fiscal,
ashigh solarmodule prices cou-
pled with the government’s deci-
sionofa40% dutyonimportsof
modules from Chinamade pro-
jectsunviable.

As aresult, the country was
only able toadd some 6.6 GW of
renewable energy capacity by
the end of September. But the

contributing to a significant
addition of RE capacitythe next
year.

Among RE categories, one
segment that has gained trac-
tion this year is green hydrogen.
The povernment as well as pri-
vate companies have accelerated
theirfocus on thisarenaand has
started adding capacities in the
same.

The Union Cabinet in Janu-
aryapproved the National Green
Hydrogen Mission with an out-
lay 0f ¥19,744 crore from FY24
to FY30 with the objective to
reduce its dependence on fossil
fuels. It aims at achieving green
hydrogen production capacity of
5 million tonne per annumby
2030."Achievement of mission
targets isexpected toreducea
cumulative ¥1 trillion worth of
fossil fuel imports by 2030and
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thereduction of nearly 50 mil-  megawatts  (MW), which
liontonnecfannualgreenhouse  includes large hydro (62,178
gas emissions,"the government  MW),solar(364,566 MW),wind

had said.

Twentycompaniesincluding
Reliance,Larsen & Toubro, Jindal
IndiaandAdani Grouphave sub-
mitted bids for incentives to
manufacture  electrolysers
under the government’s green
hydrogen plan.

Theenvisioned growthinthe
RE sector will also require huge
investments.As perenergy think
tank Ember, India re quires an
investment of $293 billion
between 202 3and 2030tomeet
its solarand wind capadtyaddi-
tion targets envisioned under
the latest National Electricity
Hlan, including investmentsin
storageand transmissions.

As per NEF, the renewable-
based installed capacity for
2031-32isprojectedat 596,275

(121,895 MW), small hydro
(5,450 MW), biomass (15,500
MW), pump storage plants
(26,686 MW)andbatteryenergy
storage systems capacity of
47,244 MW/236,220 MWh.
The government, on the
other hand, has estimated an
investmentof¥929,500crorein
therenewableenergy sectordur-
ing 2022-2025 under the
National Infrastructure Pipeline,
Even as India gears for long
strides in renewable energy, it
also realises that the need for
coal-based power is not going
anywhere. The government has
repeatedly said that it will con-
tinuetoadd coal-based capacity
and has announced an addition
of 80 GW thermal capacity by
2030 against 51 GW planned

earlier asIndia seesa rising peak
power demand. The peak power
demand in the country hit a
record 2399 GWin September.

To expeditethe process, it has
alsostarted auctioning new coal
blocks for mining and has suc-
cessfully auctioned 91 mines so
far. The government has also
asked companies to take suitable
measuresand operationalisethe
minesat the earliest.

Allofthis is being donesoas
to ensure the energy security of
the nation. Even though the
countryis confident of tripling
its RE share by 2030, it faces
somekeychallengestobeable to
achieve the same.To begin with,
there is the issue of storage for
renewableenergyandits round-
the-clockavailability.

Investments required in the
sector too, demands for proper
addressal,expertssay.Thelnter-
national Monetary Fund, in its
report, had highlighted that
investmentsmadein renewable
energy in the emerging and
developing economies lag
behindthose doneinthearea of
fossil fuels.

“Estimatessuggest thata tar-
getratioof about 4:1 for renew-
ableoverfossil fuel investmentis
required globally throughout
thisdecade,"thereporthad said.

“Asthe scaleupof REcapacity
happens, the financing require-
mentwill go up and that’swhen
thedeveloped countrieswill have
to step up and contribute, in
termsof gettinggreateraccessto
low cost funding,”said VikramV,
co-grouphead, corporateratings,
Icra At present,coal-based
accounts for three-fourths of
India’s powersupplies,and byall
indications, it would still have a
shareof over 60% even adecade
from now. Thisis despite contin-
ued focus on renewable energy
capacity,and investments being
planned to bolster RE storage
capacity and connectivity of the
benign energy to the grid. Akey

challengeis to address the inter-
mittencyof RE.
@e)



ECONOMIC TIMES, Delhi, 27.12.2023

Page No. 12, Size:(20.88)cms X (5.97)cms.

India Becomes 2nd-Largest Importer of Russian Fuels

A third of Russia’s
crude oil exports
and afifth of coal are
purchased by India

Sanjeev Choudhary

New Delhi: A third of Russia’s
crude oilexports and a fifth of coal
came to India in the past 12
months, making India the second-
largest importer of Russian fuels

after China, according to a rese-
arch agency.

Since the European Union impo-
sed a ban on the import of coal, oil
and some other commodities from
Russia on December 5, 2022, supp-
lies to India and China have incre-
ased. Between the EU ban and the
end of November this year, China
imported 40% of all the coal and
45% of all the crude oil Russia ex-
ported, according to the Finland-
based Centre for Research on
Energy and Clean Air (CREA).

India purchased 32% of Russia's
crude oil exports while the EU
(8%) and Turkey (4%) were the

1
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third- and fourth-largest buyers.
Crude imports to some EU count-
ries weren't sanctioned.

India has also been the fourth-
largest buyer of Russian LPG af-

ter Turkey, the EU and Estonia.
The EU hasn’t sanctioned the im-
portof LPG from Russia.

India ranked eighth in purcha-
sing Russian refined oil products,
with Turkey being the largest buy-
er. Turkey bought 24% of Russia’s
refined products exports. India
has been a minor importer of Rus-
sian LNG while the EU has been
the largest buyer of the fuel.

The invasion of Ukraine and the
consequent western sanctions on
Russia disrupted the global energy
supply network. The EU, the pre-
ferred buyer of Russian oil, gas
and coal, is now seeking most of its

supplies from elsewhere. Most of
its oil and gas are now being sour-
ced from the US and West Asia.

Meanwhile, India has found an
unlikely supplier in Russia, which
has been offering its crude at adis-
count at a time when global crude
prices have been high.

India barely took Russian crude
before the Ukraine warduetohigh
freight. But discounts have made
it attractive for Indian refiners.
Discounts have varied between
$12-13 per barrel and $3-4 based on
international market conditions.

sanjeev.choudhary@timesgroup.com
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Oil rises on
Red Sea ship
safety woes

( 1l rose as tensions remai-

ned high over shipping
disruptions in the Red Sea due
to a spate of Houthi attacks
against vessels in the vital wa-
terway, and after US military
strikes in Iraq. US benchmark
WTI climbed above 375 a bar-
rel, athree-week high, after ral-
lying 3% last week, its biggest
weekly advance since October:
Crude's recent gains helped to
pareanannual decline, with oil
now on course for a loss of abo-
ut 5% this year. BLOOMBERG



10C is the only state refiner
that has an annual deal to buy
avariety of Russian grades. mint

Payment
woes delay
supply of
Russian oil
to India

!eedback@liva’ni nt.com
NEWDELHI

hipments of Russian
S Sokol crude oil to Indian

0il Corp (I0C) have been
delayed by payment problems,
forcing India’s biggest refiner
to draw from its inventories
and buy more oil from the Mid-
dle East, two people familiar
with the matter saicl.

10C is the only state refiner
that hasan annual deal to buya
variety of Russian grades,
including Sokol, from Russian
oil major Rosneft. Sokol oil is
supplied to 10C by Sakhalin-1
LLC, aunit of Rosneft, people
said.

Indian staterefinerssettle oil
trade with Russia in United
Arab Emirates dirhams after
thegovernment advised them
against use of the Chinese
yuan, though private refiners
arestill payingin yuan owing to
alack ofalternatives.

10C'spayments for Sokol oil
have been hampered because
Sakhalin-1 LLC has been una-
ble to open an account with a
bankin the UAE to accept dir-
ham payments, said the sour-
ces, who declined to be identi-
fied because they are not
authorised to speak to the
media.

Representatives of IOC and
Rosneft did not immediately
respond to requests for com-
ment.

10Cwassupposed to receive
six Sokol cargoes from late
November to December, ship-
ping data showed. This
included NS Century, which
wasplaced under USsanctions
last month.

These cargoes are now
mostly floating around India
and Sri Lanka while NS Cen-
turyisheadingtowardsSinga-
pore, the datashows.

“The supplier has an intent
todelivercrude oil. Hopefullya
solution will be found soon,”
one of the person said.

India’s oil ministry hastold a
parliamentary panel that state
oil companies face challenges
in paying for Russian oil
because not all Indian banks
can process payments in US
dollars for Russian oil, accord-
ingtoareport tabled in parlia-
ment last week.

Indian refiners buy Russian
oil ona delivered basis.
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Russian oil import at 8-month low in
Oct as discount falls, OPEC share up

SUKALP SHARMA
NEW DELHI, DECEMEER 26

WITH DISCOUNTS on Russian
crude oil shrinking, Moscow's
share in India's oil imports de-
clined w an eight-month low in
October, while New Delhi's tra-
ditional West Asian suppliers —
Irag, SaudiArabia and the United
ArabEmirates (UAE) —managed
to claw back part of the market
share they had ceded to Russia.
According to an analysis of
India's official rade data by The
Indian Express, Russia'’s share in

B0
50
40
30
20

SHAREININDIA’S OIL IMPORTSIN2023
® Russia m0OPEC
52.'.1_-.2_ 302% o Iraq+Saudi
~ Arabia+UAE
44 4% 441% b
) s
98 0% 31.9% E
T T T T T T T T T e .
Jan  Mar  May  Jul  Sep .
Source: Directorate Geneml of Commercial Intelligence and Statistics

India's oil imports ( by volume)
in October was 31.9 per cent,

down from 34.8 per cent in

September. It declined for four
consecutive months from the

CONTINUED ONPAGE2
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e Russian oil import at 8-month low in October

peak of44.7 percentinJune.

On the other hand, the com-
bined share of Irag, Saudi Arabia
and the UAE touched a seven-
month high of 44.1 per cent in
October; having risen consistently
month-over-month since June,
Highersupply of crude fromithese
three countries over the past few
months has been leading the re-
covery in the share of the
Organization of the Petroleum
Exporting Countries (OPEC) in
India's oilimports.

In October, OPEC's share in
India's oil import volumes was
50.2 per cent, up from 49.1 per
centin September. In April 2022,
when Russian oil deliveries to
Indiawerestarting to rise notably,
the international oil suppliers' car-
tel accounted for a 71.3 per cent
share, led by Irag, SaudiArabia and
the UAE, which together had a
shareofneary 61 per centinNew
Delhi's oil imports. Apart from
these three countries, OPEC has 10
other member nations.

The government releases
country-wise and commodity-
wise trade data witha lag; the
datatill Octoberis available sofar.

While the price of crude oil de-
pends on grades and canvary sub-
stantially, the average landed price
of crude and import volumes
from the supplying countries
were used for computations as
the government does not release
grade-wise oil importdata.

Prior to the war in Ukraine,
Irag was India’s top source of
crude, followed by Saudi Arabia
and the UAE, while Russiawas a
marginal player. However, as the
Westbeganshunning Russian oil
following Moscow's February
2022 invasion of Ukraine, Russia
started offering deep discounts to
willing buyers. Indian refiners
started lapping up the discounted
barrels, catapulting Russia to the
top spot on the st of India’s oil
suppliers. Irag, Saudi Arabia and
the UAE have each slipped a rank
on thelist.

Over the pastfew months, in-
dustry insiders have been saying
that the discounts on Russian oil
haveeroded significantlyduetoa
numberof factors, including high
oil price volatility, high and
opaque shipping and insurance
charges, competition from

Chinese refiners, export cuts by
Russia and the country's owndo-
mestic demand for petroleum
products, the evidently loose en-
forcementof the West's price cap
on Russian oil and Moscow find-
ingways tobypass the restrictions.

According to The Indian
Express's analysis of trade data,
the discount on the delivered
price — including freight and in-
surance — of Russian crude with
respect to the average delivered
price of oil from Irag, Saudi Arabia
and the UAE was just5.7 per cent
in October, after falling for four
consecutive months from June's
peak level of 22.7 per cent.
Similarly, the discount on Russian
oil with respect to the average
price of oil received fromall OPEC
suppliers fell for fourconsecutive
monthsto 6.9 per centin October
from23.1 per centin June,

Evenas discounts on Russian
oilvis-a-visother major suppliers
have shrunk, for India, which de-
pendsonimponts to meet over85
per cent of its oil requirement,
evenlowerconcessions matter as
they help the country save billions
of dollars in foreign exchange.
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Russian oil import falls to
eight-month low in October

SUKALP SHARMA
New Delhi, December 26

WITH DISCOUNTS ON Russian
crude oil shrinking, Moscow’s
share in India’s oil imports
declined to an eight-month lowin
October, while New Delhi's tradi-
tional West Asiansuppliers — Irag,
Saudi Arabia and the United Arab
Emirates (UAE) — managed to
clawbackpartof the market share
theyhad ceded to Russia.

According to an analysis of
India’s official trade data by The
Indian Express, Russia’s share in
India’s oil imports (by volume) in
October was 3 1.9%, down from
34.8% in September.

It declined forfour consecutive
months fromthe peak of 44.7%
registered in June.

Onthe other hand, the com-
bined share of Iraq, Saudi Arabia
and the UAE touched a seven-
month high of 44.1% in October,
having risen consistently month-
over-month since June. Higher
supply of crude from these three
countries over the past few
months has been leading the
recovery in the share of the Orga-
nization of the Petroleum Export-
ing Countries (Opec) in India’s cil
imports, In October, Opec’s share
in India's oil import volumes was
50.20%, up from 49.1% in Sep-
tember.InApril 2022 whenRuss-
ian oil deliveries to India were
starting to rise notably, the inter-
national cil suppliers’ cartel
accounted fora 71.3% share, led
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bylrag,SaudiArabiaand the UAE,
which together had a share of
nearly 61% in New Delhi’s oil
imports. Apart from these three
countries, Opec has 10 other
membernations.

The government releases
country-wise and conunodity-
wise trade datawitha lag; thedata
till Octoberisavailable so far.

While the price of crude oil
depends on grades and can vary
substantially, the average landed
price of crude and import
volumes from the supplying
countries were used for
computationsasthe government
does not release grade-wise oil
import data.

Prior tothewarin Ukraine, Irag
was India's top source of crude,
followed by Saudi Arabia and the
UAE, while Russia was a marginal
player. However,as the West began
shunning Russian oil following
Moscow’s February 2022 invasion
ot Ukraine, Russiastarted offering
deep discounts to willing buyers.
Indian refinersstarted lapping up
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the discounted barrels, catapult-
ing Russia to the topspoton the
list of India’s oil suppliers. Iraq,
Saudi Arabia and the UAE have
each slipped a rank on the list.

Over the past few months,
industryinsidershave beensaying
that the discounts on Russian oil
have eroded significantly due toa
number of factors,including high
oil pricevolatility, highand opaque
shipping and insurance charges,
competition from Chinese refin-
ers, export cuts by Russia and the
country'’s own domestic demand
tor petroleum products, the evi-
dentlyloose enforcement of the
West's price capon Russian oiland
Moscow finding ways to bypass
the restrictions.

Evenasthediscounts on Russ-
ian oil vis-a-vis other major sup-
pliers have visibly shrunk, for
India,which depends on imports
to meetover85% ofits oil require-
ment, even lower concessions
matteras they help the couniry
save billions of dollars in foreign
exchange.
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The oil factor

In spite of global uncertainties, India's oil economy offers an
opportunity to usher in reformsin the petroleum sector

§ 2023 comes to an end, it is customary to
A look back at the year that is going by and

try to draw from it the right lessons that
should hopefully help us negotiate the challenges
of2024.

The Indian economy in 2023 performed rea-
sonably well. Its gross domestic
product, or GDP, grew by 6.1 per cent, ’
7.8 per cent, and 7.6 per cent in the
first three quarters of 2023, respec-
tively. And if the Reserve Bank of
India’s (RBI’s) projection of 6.5 per
cent growth for the fourth quarter of
2023 is any indication, the full year
will have seen an average growth rate
of 7 per cent.

There will always be legitimate
questions on the nature of this smart
recovery and whether this growth
should have given a bigger boost to
employment in the country, even
though the latest job numbers, put out by the
government, show an improvement on all key
parameters. There are also questions on whether
the recovery is fuelled principally by the organised
sector, while the large unorganised sector may have
neither gained much from the revival nor contribut-
ed to it. But even otherwise, a GDP growth rate of
7 per cent in a year of turmoil is a commendable
achievement for a large economy like India.

Government finances have been kept under con-
trol. The Centre’s fiscal deficit was to be reined in
at 6.4 per cent of GDP for 2022-23, down from 6.7
per centin 2021-22. When the actual numbers came
out, the deficit for last year turned out to be lower
at 6.36 per cent, partly because of a higher nominal
size of the economy. The performance in the first
half of 2023-24 has been better. Against the annual
target of 5.9 per cent, the deficit at the end of
September 2023 was estimated at 4.9 per cent.

Even the states have performed creditably by
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keeping the deficit in check. Their combined fiscal
deficit in 2022-23 was 2.8 per cent of GDP, the same
figure as was reached in 2021-22. Additionally, the
Centre as well as the states has done well by
increasing capital expenditure, whose healthy rise
has helped in keeping the economy’s growth
engine in good shape at a time the pri-
vate sector’s investment has not yet
seen the expected pace of revival. Tax
revenues have also seen a healthy rate
of growth for both the Centre and the
states. This too has helped improve
government finances.

The track record in managing infla-
tion in 2023 has been mixed. While
wholesale prices rose marginally in
the first three months of the year, they
kept falling in the following seven
months before registering a small
increase of less than 1 per cent in
November. In contrast, the retail
inflation rate consistently stayed above the target
of 4 per cent in all the 11 months of 2023, but
showed signs of moderation. However, in only four
of these months (January, February, July, and
August), the retail inflation rate was above the
upper band of tolerance, set at 6 per cent. This is
why the RBI's Monetary Policy Committee has
maintained a pause on any further hike in interest
rates since it last raised the repo rate to 6.5 per cent
in February 2023.

In many ways, all these parameters for the
Indian economy are not surprising. The big sur-
prise of 2023 is the way the international crude oil
market has behaved during this year. Note that
India’s dependence on international crude oil has
been on the rise and imported crude oil met as
much as 88 per cent of the country’s total con-
sumption during the first eight months of
2023-24. This was 87 per centin 2022-23 and lower
at 85 per cent in 2021-22.
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And yet, this caused no extra pressure on India’s
external account in 2023. Indeed, the country’s
crude oil import bill in the first eight months of
2023-24 fell to $87 billion, down by 23 per cent over
the same period of 2022-23. This relief was unex-
pected. The year saw geopolitical tensions at their
peak with the Russian invasion of Ukraine and
later the Israeli offensive in Gaza. In the past, any
international crisis would lead to a spurt in crude
oil prices and India’s oil import bill would soar.
Even as the average price of Brent crude oil (which
India mostly uses) rose from $65 a barrel in 2006
to $72 in 2007 and further up to $97 a barrel in
2008, India’s oil import bill on this account rose
from $48 billion in 2006-07 to $68 billion in 2007-
08 and to $77 billion in 2008-09. Something similar
happened in 2010-11 and 2011-12, when Brent crude
oil prices had risen again.

But what happened in 2023 was quite unusual.
Of course, average Brent crude oil prices fell from
$101 a barrel in 2022 to $83 a barrel in 2023. But
along with that came the Russian oil bonanza.
Russian Urals for many months of 2023 accounted
for more than a third of India’s total crude oil
imports. Thus, India’s total oil import bill fell
sharply in 2023. In the recent past, crude oil prices
have always been a major source of worry for man-
agers of the Indian economy. In 2023, those appear
to be less of a concern even though the world has
been in turmoil.

As a result, India’s oil economy is enjoying a
relative calm. The government is not unduly wor-
ried by any additional pressure on its oil subsidy
bill, except a little bit of a rise in its subsidies for
fertilisers. Oil companies continue to enjoy a
decent gross refining margin. In the first half of
2023-24, it is lower than the level that prevailed in
2022-23, but it is still higher than what it was in
2021-22. Post-tax profits of state-controlled down-
stream oil companies (marketing) in the first half
of 2023-24 have skyrocketed to over ¥57,000 crore,
compared to just about 1,100 crore in the whole
of 2022-23. Although the post-tax profits of state-
controlled upstream/midstream and standalone
refineries have dipped significantly in the same
period, they are still earning profits.

But this situation should not lull the govern-
ment into complacency. Remember that India’s
domestic crude oil production has remained flat
and is hovering at 27-28 million tonnes in the last
two years. There are no signs of a pickup in domes-
tic crude oil production in 2023 as well and the
policy of encouraging oil exploration has not yet
yielded results. This is the right time for a fresh
review of why such policies have not made an
impact so far. This is also an opportunity for the
government to introduce much-needed pricing
reforms in this sector. State-owned oil-refining and
distribution companies enjoy pricing freedom only
on paper. Now that all of them are earning profits,
the government should give them pricing freedom.
That will also help revive the idea of privatising a
few of the state-controlled oil companies.
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Tradein national currencies, bankingto
oureinJaishankar-Lavrov talkstoday

SUBHAYAN CHAKRABORTY
New Delhi, 26 December

External Affairs Minister
SJaishankar and hisRussian
counterpart Sergey Lavrov willon
Wednesday discuss expansion of the
useofnational currenciesinmutual
settlements and prospective
implementation of joint projects for
development of hydrocarbonson the
Arcticshelfand the Russian Far East.
Jaishankar arrived in Russiaon
Monday for a five-day visit to meetthe
Russian leadershipandattend the
annual bilateralsummit between both
nations. “Arrived in Moscow. Look
forward to myengagements,” Jaishankar
saidina postonXalongwitha picture.
“Geo-politicsand strategicconver-gence
willalways keep India-Russiatiesona
positivetrajectory,” hesaid ashe
interacted with experts.
Inastatementon Tuesday, the Russian
foreign ministry said building of sustai-
nabletransport, logistics, and banking
and financial chainswould alsobe
discussed. “The mostimportant areas of
interaction between ourcountriesarethe

External Affairs Minister S Jaishankar
in Moscow on Monday PHOTO: PTI

expansion of political dialogue in bilateral
and multilateral formats, increasingthe
densityofinterdepartmental contactsin
thefieldsof economics, finance, energy,
production of military equipment,
science, and culture,” the statementsaid.
Thetrade in national currenciesis
particularly important for India’scrude
oilimports from Russia, currently settled
in UAEdirhams. However, Russian
companies have increasingly found it

difficult toreceive dirhamsas banking
links in the UAE have been under
pressure. Russiais currently the largest
sourceof crude for India, supplyingan
estimated 33 per centofall crude
volumes in November.

Following the imposition of Western
sanctions, the Reserve Bank of ITndia
(RBI) allowed Russian banks to open nine
vostro accountsin IndusInd Bankand
UCO Bank last November. A vostro
accountisone maintained bya foreign
bankin the domestic bank’s currency.

“The ministers will focus on current
and future areasof bilateral cooperation,
aswell as discussing theschedule of
upcoming contacts,” the ministry said.

The ministers will alsocompare
positions on current international issues.
The topic of interaction within the UN, 5
Shanghai Cooperation Organization,and |
the G20 willbediscussed separately. The |
priorities of Russia’s Brics chairmanship
inthecoming yearwill be discussed. An
in-depth exchange of views is expected
on the issues of forminga fair security
architecturein the Asia-Pacific region,
thesituation in Ukraine, Afghanistan,
and the Palestinian-Israeli conflict.



