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Ecowrap 

OŶe of the uŶfiŶished ageŶdas of the ĐuƌƌeŶt GST ƌegiŵe is ďƌiŶgiŶg petƌol aŶd diesel uŶdeƌ GST. CeŶtƌe & States aƌe loathe to ďƌiŶg Đƌude oil 
pƌoduĐts uŶdeƌ the GST ƌegiŵe as Sales Taǆ/VAT oŶ petƌoleuŵ pƌoduĐts is a ŵajoƌ souƌĐe of oǁŶ taǆ ƌeǀeŶue foƌ theŵ. Thus, theƌe is laĐk of  
politiĐal ǁill to ďƌiŶg Đƌude uŶdeƌ the aŵďit of GST. IŶteƌestiŶglǇ, Ŷo ĐouŶtƌǇ iŶ the ǁoƌld has a ĐoŵpletelǇ tƌaŶspaƌeŶt ŵeĐhaŶisŵ iŶ pƌiĐiŶg  
petƌoleuŵ pƌoduĐts. Hoǁeǀeƌ, the fedeƌal Ŷatuƌe of taǆiŶg ŵakes estiŵatiŶg state-ǁise POL ƌelated pƌoduĐt pƌiĐes aŶ espeĐiallǇ tough eǆeƌĐise foƌ 
IŶdia. 
EǀeƌǇ state has its oǁŶ taǆ stƌuĐtuƌe. The states Đhoose to leǀǇ a ĐoŵďiŶatioŶ of ad ǀaloƌeŵ taǆ, Đess, eǆtƌa VAT/SuƌĐhaƌge ďased oŶ theiƌ Ŷeeds. 
These taǆes aƌe iŵposed afteƌ takiŶg iŶto aĐĐouŶt the Đƌude pƌiĐe, the tƌaŶspoƌtatioŶ Đhaƌge, the dealeƌ ĐoŵŵissioŶ aŶd the flat eǆĐise dutǇ  
iŵposed ďǇ the ĐeŶtƌe. The ŵultiple taǆes haǀe ŵade POL pƌoduĐt pƌiĐes oŶe of the highest iŶ the ǁoƌld. 
We ƌeĐoŵŵeŶd the folloǁiŶg  taǆ stƌuĐtuƌe foƌ petƌol aŶd diesel if GoǀeƌŶŵeŶt iŶĐludes petƌol aŶd diesel iŶ GST ƌegiŵe also. Ouƌ ďase estiŵate is 
ďased oŶ folloǁiŶg assuŵptioŶs:  
 Cƌude pƌiĐe at $ϲϬ/ďďl,  
 Rupee dollaƌ eǆĐhaŶge ƌate at Rs ϳϯ 

 TƌaŶspoƌtatioŶ ĐhaŶges of Rs ϳ.Ϯϱ foƌ diesel aŶd Rs ϯ.ϴϮ foƌ petƌol,  
 Dealeƌ ĐoŵŵissioŶ of Rs Ϯ.ϱϯ foƌ diesel aŶd Rs ϯ.ϲϳ foƌ petƌol,  
 Cess of Rs ϯϬ foƌ petƌol aŶd Rs ϮϬ foƌ diesel, ǁith eƋual diǀisioŶ ďetǁeeŶ States aŶd CeŶtƌe ;Rs ϭϱ foƌ states aŶd CeŶtƌe eaĐh foƌ petƌol aŶd 

likeǁise foƌ diesel at Rs ϭϬͿ aŶd fiŶallǇ  
 GST ƌate at Ϯϴ% ;CeŶtƌe: ϭϰ%, State: ϭϰ%Ϳ 
 FYϮϮ Petƌol ĐoŶsuŵptioŶ gƌoǁth ƌate : ϭϬ% Ǉ-o-Ǉ, Diesel CoŶsuŵptioŶ gƌoǁth ƌate : ϭϱ% Ǉ-o-Ǉ 

UsiŶg all these assuŵptioŶs ǁe fiŶd  that ouƌ ďase pƌiĐe foƌ petƌol aŶd diesel Đoŵes out to ďe Rs ϳϱ aŶd Rs ϲϴ peƌ litƌe, ƌespeĐtiǀelǇ at paŶ IŶdia 
leǀel. At this ďase pƌiĐe, ǁith ŵultiple siŵulatioŶs CeŶtƌe & States haǀe a ƌeǀeŶue deǀiatioŶ fƌoŵ ďudget estiŵates ďǇ oŶlǇ Rs ϭ lakh Đƌoƌe / Ϭ.ϰ% 
of GDP  afteƌ adjustiŶg foƌ the iŶĐƌease iŶ ĐoŶsuŵptioŶ ǁith the iŶteŶded pƌiĐe Đut. A dollaƌ iŶĐƌease iŶ the Đƌude oil pƌiĐes ǁill push up the petƌol 
pƌiĐe ďǇ aƌouŶd ϱϬ paise aŶd diesel pƌiĐes ďǇ aƌouŶd ϭϱϬ paise aŶd ďƌiŶg doǁŶ the oǀeƌall deǀiatioŶ ďǇ aƌouŶd Rs ϭϱϬϬ Đƌoƌe uŶdeƌ ouƌ ďaseliŶe 
sĐeŶaƌio. WheŶ ǁe use this taǆ stƌuĐtuƌe foƌ FϮϮ, ǁheŶ CeŶtƌe aŶd states taǆes aƌe alƌeadǇ so high, ǁe see that states ǁhiĐh haǀe the highest 
ƌates aƌe losiŶg ƌeǀeŶue if theǇ shift to this GST ƌegiŵe. But this flat taǆatioŶ stƌuĐtuƌe ďƌiŶgs iŶ uŶifoƌŵitǇ aŶd as peƌ ouƌ ĐalĐulatioŶs, it ďƌiŶgs 
doǁŶ the ďuƌdeŶ of taǆes oŶ the ĐoŵŵoŶ ŵaŶ ďǇ alŵost Rs ϭϬ-ϯϬ depeŶdiŶg oŶ the pƌoduĐt ĐoŶsuŵed aŶd the state iŶ ǁhiĐh it is ĐoŶsuŵed. 
AdditioŶallǇ, it ďeŶefits soŵe states ǁhiĐh do Ŷot dƌastiĐallǇ taǆ theiƌ petƌoleuŵ pƌoduĐts, like Uttaƌ Pƌadesh. 
IŶteƌestiŶglǇ, ouƌ siŵulatioŶ eǆeƌĐise suggests that ǁheŶ Đƌude oil /ďďl deĐliŶes ďǇ $ϭϬ, CeŶtƌe & States Đould saǀe Đlose to Rs ϭϴ,ϬϬϬ Đƌoƌe, if theǇ 
keep the petƌol pƌiĐes at ďaseliŶe Rs ϳϱ & diesel at Rs ϲϴ aŶd doŶ͛t pass oŶ the ďeŶefit to ĐoŶsuŵeƌs. This is higheƌ thaŶ the saǀiŶgs at Rs ϵϬϬϬ 
Đƌoƌes, ǁheŶ Đƌude pƌiĐes go up ďǇ$ϭϬ/ďďl aŶd if iŶ the saŵe ǀeiŶ iŶĐƌeased pƌiĐes aƌe Ŷot passed oŶ. We thus ƌeĐoŵŵeŶd GoǀeƌŶŵeŶt ďuilds up 
aŶ oil pƌiĐe staďilisatioŶ fuŶd ǁhiĐh ĐaŶ ďe used iŶ ďad tiŵes foƌ ĐoŵpeŶsatiŶg ƌeǀeŶue loss ďǇ Đƌoss suďsidisiŶg fuŶd saǀed fƌoŵ good tiŵes, 
ǁithout huƌtiŶg the ĐoŶsuŵeƌ.  
SepaƌatelǇ, foƌ the LPG ĐǇliŶdeƌs, ǁe pƌopose aŶ iŶĐƌeased aŶd gƌaded suďsidǇ ŵaǇ ďe pƌoǀided to pooƌ ĐoŶsuŵeƌs ǁhiĐh ĐaŶ ďe  
tapeƌed off oǀeƌ a peƌiod of, saǇ, ϱ-Ǉeaƌs. Foƌ this, the GoǀeƌŶŵeŶt ĐaŶ Đƌeate a ĐoŵpƌeheŶsiǀe ŵeƌged dataďase usiŶg dataďases of AǇushŵaŶ 
Bhaƌat, PM-KISAN, PMJDY, PMUY aŶd MUDRA aŶd theŶ pƌoǀide these people ǁith ŵaǆiŵuŵ fouƌ fƌee ĐǇliŶdeƌs iŶ a Ǉeaƌ. EǀeŶ if ϱ Đƌoƌe people 
aƌe eligiďle foƌ this theŶ the total Đost to eǆĐheƋueƌ peƌ Ǉeaƌ ǁill ďe ŵaǆiŵuŵ Rs ϭϲ,ϬϬϬ Đƌoƌe ;ϱ Đƌoƌe ǆ ϰ ǆ Rs ϴϬϬ peƌ ĐǇliŶdeƌͿ.  
MeaŶǁhile, soŵe good Ŷeǁs oŶ fisĐal fƌoŶt. The latest ƌeǀeŶue aŶd eǆpeŶdituƌe Ŷuŵďeƌs Đould lead to loǁeƌiŶg of fisĐal defiĐit to ϴ.ϳ% of GDP 
fƌoŵ ϵ.ϱ% as peƌ ƌeǀised BE iŶ FYϮϭ ďudget. If this is so, it is highlǇ likelǇ that the GoǀeƌŶŵeŶt ŵight ĐaŶĐel its ďoƌƌoǁiŶg plaŶŶed iŶ the last Ϯ 
ǁeeks of Maƌ͛Ϯϭ, totalliŶg Rs ϰϵ,ϬϬϬ Đƌoƌe. This iŶ tuƌŶ ŵight lead to loǁeƌiŶg of ϭϬ Ǉeaƌ G-seĐ Ǉield ďǇ eŶd-MaƌĐh.  AŶd the ďetteƌ thaŶ eǆpeĐted 
ƌeǀeŶue positioŶ Đould ďe a leǀeƌage foƌ taǆ ƌatioŶalisatioŶ oŶ petƌoleuŵ pƌoduĐts too iŶ the ĐoŵiŶg daǇs!  

Issue No. ϳϵ, FYϮϭ 

Date: Ϭϰ MarĐh ϮϬϮϭ 

BRINGING PETROL AND DIESEL UNDER GST LIMITS PAN INDIA 

PETROL PRICES AT RS 75 & DIESEL AT RS 68 : APPROX REVENUE 

LOSS FOR CENTRE & STATES ONLY AT 0.4% OF GDP/RS 1 LAKH 

CRORE: FISCAL DEFICIT FOR CURRENT FISCAL WILL BE LOWER   

Be the BaŶk of ChoiĐe for a TraŶsforŵiŶg IŶdia  

CRUDE OIL PRICE MOVEMENT 

 BƌeŶt Đƌude oil spot pƌiĐes aǀeƌaged $ϱϱ peƌ ďaƌƌel ;ďͿ iŶ JaŶ͛Ϯϭ, up $ϱ/ď fƌoŵ 
the DeĐ͛ϮϬ aǀeƌage ďut $ϵ/ď loǁeƌ thaŶ the aǀeƌage iŶ JaŶ͛ϮϬ. Higheƌ BƌeŶt 
pƌiĐes iŶ JaŶ͛ϮϬ laƌgelǇ ƌefleĐted the JaŶuaƌǇ ϱ aŶŶouŶĐeŵeŶt ďǇ Saudi Aƌaďia 
that it ǁould uŶilateƌallǇ Đut ϭ.Ϭ ŵillioŶ ďaƌƌels peƌ daǇ ;ď/dͿ of Đƌude oil pƌo-
duĐtioŶ iŶ Feď-Maƌ͛ϮϬ, iŶ additioŶ to the ƌeduĐed pƌoduĐtioŶ leǀels oŶ ǁhiĐh 
the OƌgaŶizatioŶ of the Petƌoleuŵ EǆpoƌtiŶg CouŶtƌies ;OPECͿ aŶd paƌtŶeƌ 
ĐouŶtƌies ;OPEC+Ϳ pƌeǀiouslǇ agƌeed. The U.S. EŶeƌgǇ IŶfoƌŵatioŶ AdŵiŶistƌa-
tioŶ ;EIAͿ eǆpeĐts BƌeŶt Đƌude oil pƌiĐes ǁill aǀeƌage $ϱϲ/ď iŶ the fiƌst Ƌuaƌteƌ 
of ϮϬϮϭ aŶd $ϱϮ/ď oǀeƌ the ƌeŵaiŶdeƌ of the Ǉeaƌ. EIA eǆpeĐts loǁeƌ oil pƌiĐes 
lateƌ iŶ ϮϬϮϭ as a ƌesult of ƌisiŶg oil supplǇ that ǁill sloǁ the paĐe of gloďal oil 
iŶǀeŶtoƌǇ ǁithdƌaǁals. EIA also eǆpeĐts that high gloďal oil iŶǀeŶtoƌǇ leǀels 
aŶd spaƌe pƌoduĐtioŶ ĐapaĐitǇ ǁill liŵit upǁaƌd pƌiĐe pƌessuƌes. 

Crude oil priĐe ;IŶdiaŶ ďasketͿͿ$/ďďlͿ 

 

SouƌĐe: SBI ReseaƌĐh 
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SBI  ECOWRAP 

 If ǁe look at the ϮϬϮϬ figuƌes, BƌeŶt Đƌude oil spot pƌiĐes aǀeƌ-
aged $ϰϮ/ď, as COVID-ϭϵ ƌelated deŵaŶd sloǁdoǁŶ adǀeƌselǇ 
iŵpaĐted oil pƌiĐes. OŶ the ďaĐk of ďeŶigŶ Đƌude pƌiĐes, IŶdiaŶ 
states had ƌaised the VAT/Sales taǆ oŶ Đƌude pƌoduĐts to  
suppoƌt the state fiŶaŶĐes. If ǁe look at the data ǁhiĐh is aǀail-
aďle foƌ ϵM FYϮϭ, the Sales Taǆ/ VAT oŶ POL PƌoduĐts has al-
ƌeadǇ ĐoŶtƌiďuted to Rs ϭ.ϯϱ lakh Đƌoƌes to State eǆĐheƋueƌ. 
Foƌ the eŶtiƌe FYϮϬ this ǀalue ǁas Rs Ϯ.Ϭϰ lakh Đƌoƌes.  

 WheŶ ǁe look at the ĐoŶsuŵptioŶ of POL pƌoduĐts, ϭϰϬϲϯϴ  
thousaŶd ŵetƌiĐ toŶŶe of POL pƌoduĐts ǁeƌe ĐoŶsuŵed iŶ ϵM 
FYϮϭ, ǀis-à-ǀis ϭϲϭϯϰϳ thousaŶd ŵetƌiĐ toŶŶes iŶ ϵM FYϮϬ, a 
deĐliŶe of ϭϯ%. The ŵajoƌ ĐoŵpoŶeŶts, MS ;petƌolͿ  aŶd HSD 
;dieselͿ saǁ a ĐoŶsuŵptioŶ deĐliŶe of ϭϮ% aŶd ϭϳ%  
ƌespeĐtiǀelǇ. The ĐoŶsuŵptioŶ deĐliŶe ĐoŵďiŶed ǁith deĐliŶiŶg 
Đƌude pƌiĐes left states ǁith Ŷo ĐhoiĐe ďut to iŶĐƌease the taǆes 
to shoƌe up theiƌ ƌeǀeŶue. As the Đƌude oil pƌiĐe of IŶdiaŶ  
ďasket ƌose fƌoŵ $ϭϵ peƌ ďaƌƌel iŶ Apƌ͛ϮϬ to $ϲϭ.ϮϮ peƌ ďaƌƌel 
iŶ Feď͛Ϯϭ, the taǆes haǀe staƌted huƌtiŶg the Đustoŵeƌs aŶd 
theƌe is a Đlaŵouƌ to ƌeduĐe the taǆes.  

STATE OF STATE VAT/SALES TAX ON PETROL AND DIESEL 

 The state ǁise ĐoŶtƌiďutioŶ of Sales Taǆ/ VAT oŶ POL PƌoduĐts 
data foƌ ϵM FYϮϭ shoǁs that Mahaƌashtƌa, Uttaƌ Pƌadesh aŶd 
Taŵil Nadu haǀe ďeeŶ the laƌgest ƌeĐipieŶts of State VAT/Sales 
Taǆ oŶ POL pƌoduĐts. Last Ǉeaƌ, too, these states had the  
highest shaƌe iŶ the State VAT/Sales Taǆ  ĐolleĐted. IŶ the oǀeƌ-
all oǁŶ taǆ ƌeǀeŶue, the shaƌe of State VAT/Sales Taǆ oŶ POL 
pƌoduĐts has ƌaŶged fƌoŵ Ϭ% foƌ MeghalaǇa to ϮϬ% foƌ  
MadhǇa Pƌadesh. The aǀerage share is arouŶd ϭϱ% for all 
states iŶ OǁŶ Taǆ ReǀeŶue.  

BRINGING PETROL AND DIESEL UNDER GST 

 CeŶtƌe & States aƌe loathe to ďƌiŶg Đƌude oil pƌoduĐts uŶdeƌ 
the GST ƌegiŵe as Sales Taǆ/VAT oŶ petƌoleuŵ pƌoduĐts is a 
ŵajoƌ souƌĐe of oǁŶ taǆ ƌeǀeŶue foƌ theŵ. Also, CeŶtƌe gaiŶs 
ďoth eǆĐise aŶd Đustoŵs oŶ oil aŶd oil pƌoduĐts. Thus, theƌe is 
laĐk of politiĐal ǁill at ďoth leǀels to ďƌiŶg Cƌude uŶdeƌ the  
aŵďit of GST. No ĐouŶtƌǇ iŶ the ǁoƌld has a ĐoŵpletelǇ  
tƌaŶspaƌeŶt ŵeĐhaŶisŵ iŶ pƌiĐiŶg petƌoleuŵ pƌoduĐts. Hoǁeǀ-
eƌ, the fedeƌal Ŷatuƌe of taǆiŶg ŵakes estiŵatiŶg state-ǁise 
POL ƌelated pƌoduĐt pƌiĐes aŶ espeĐiallǇ tough eǆeƌĐise foƌ 
IŶdia. 

 EǀeƌǇ state has its oǁŶ taǆ stƌuĐtuƌe. The states Đhoose to leǀǇ 
a ĐoŵďiŶatioŶ of ad ǀaloƌeŵ taǆ, Đess, eǆtƌa VAT/SuƌĐhaƌge 
ďased oŶ theiƌ Ŷeeds. These taǆes aƌe iŵposed afteƌ takiŶg iŶto 
aĐĐouŶt the Đƌude MRP, the tƌaŶspoƌtatioŶ Đhaƌge, the dealeƌ 
ĐoŵŵissioŶ aŶd the flat eǆĐise dutǇ iŵposed ďǇ the ĐeŶtƌe. The 
ŵultiple taǆes haǀe ŵade POL pƌoduĐt pƌiĐes oŶe of the high-
est iŶ the ǁoƌld. 

 We estiŵate the petƌol aŶd diesel pƌiĐes if GoǀeƌŶŵeŶt iŶ-
Đludes petƌol aŶd diesel iŶ GST ƌegiŵe also. Ouƌ ďase estiŵate 
is ďased oŶ folloǁiŶg assuŵptioŶ: ;iͿ Cƌude pƌiĐe at $ϲϬ/ďďl, 
;iiͿ Rupee dollaƌ eǆĐhaŶge ƌate at Rs ϳϯ, ;iiiͿ tƌaŶspoƌtatioŶ 
ĐhaŶges of Rs ϳ.Ϯϱ foƌ diesel aŶd Rs ϯ.ϴϮ foƌ petƌol, ;iǀͿ dealeƌ 
ĐoŵŵissioŶ of Rs Ϯ.ϱϯ foƌ diesel aŶd Rs ϯ.ϲϳ foƌ petƌol, ;ǀͿ Cess 
of Rs ϯϬ foƌ petƌol aŶd Rs ϮϬ foƌ diesel, ǁith eƋual diǀisioŶ ďe-
tǁeeŶ states aŶd CeŶtƌe aŶd fiŶallǇ ;ǀiͿ GST ƌate at Ϯϴ% 
;CeŶtƌe: ϭϰ%, State: ϭϰ%Ϳ. 

 We haǀe also assuŵed petƌol ĐoŶsuŵptioŶ gƌoǁth at ϭϬ% aŶd 
diesel ĐoŶsuŵptioŶ gƌoǁth at ϭϱ% foƌ FYϮϮ oǀeƌ FYϮϭ. 

 

% Share of Sales Taǆ/ VAT oŶ POL produĐts iŶ OǁŶ Taǆ ReǀeŶue;FYϮϬͿ 

 

SouƌĐe: SBI ReseaƌĐh 
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 UsiŶg all these assuŵptioŶs ǁe fiŶd that our ďase priĐe for pet-
rol aŶd diesel Đoŵes out to ďe Rs ϳϱ aŶd Rs ϲϴ per litre, re-
speĐtiǀelǇ. At this ďase pƌiĐe, CeŶtƌe aĐĐƌues ƌeǀeŶue loss of Rs 
ϭ lakh Đƌoƌe ;oƌ Ϭ.ϱ% of GDPͿ aŶd states of Rs ϯϬ,ϬϬϬ Đƌoƌe, 
giǀeŶ ouƌ estiŵates of the state ƌeǀeŶue uŶdeƌ the ĐuƌƌeŶt pƌe-
ǀailiŶg VAT ƌegiŵe. Hoǁeǀer, soŵe of this loss is offset ďǇ iŶ-
Đrease iŶ ĐoŶsuŵptioŶ due to loǁ priĐes ;usiŶg the ĐoŶĐept of 
priĐe elastiĐitǇͿ. 

 Vaƌious estiŵates iŶdiĐate that oil priĐe elastiĐitǇ iŶ IŶdia is 
aƌouŶd Ϭ.ϯ ;ǀeƌǇ loǁͿ giǀeŶ the faĐt that oil has Ŷo suďstitute. 
We haǀe iŶjeĐted this faĐt iŶ ouƌ aŶalǇsis aŶd ĐalĐulated the 
iŶĐƌease iŶ petƌol aŶd diesel ĐoŶsuŵptioŶ due to Re ϭ ĐhaŶge iŶ 
petƌol/diesel pƌiĐes. We fouŶd out that Rs ϭ deĐliŶe iŶ petƌol/
diesel pƌiĐes lead to iŶĐƌease iŶ petƌol plus diesel ĐoŶsuŵptioŶ 
ďǇ aƌouŶd ϳϬ Đƌoƌe litƌes. UsiŶg this aŶd giǀeŶ the ĐuƌƌeŶt pƌiĐes 
of petƌol/diesel iŶ Delhi the gaiŶ iŶ ƌeǀeŶues fƌoŵ iŶĐƌease iŶ 
ĐoŶsuŵptioŶ due to Ŷeǁ pƌiĐes ;Rs ϳϱ/Rs ϲϴ foƌ petƌol/dieselͿ is 
iŶ the ƌaŶge of Rs ϯϱ,ϬϬϬ-Rs ϱϬ,ϬϬϬ Đƌoƌe ;ǁheŶ Đƌude peƌ ďďl is 
iŶ the ƌaŶge of $ϱϬ-ϲϬͿ. HeŶĐe the oǀerall losses for CeŶtre + 
States, ǁhiĐh is iŶ the raŶge of Rs ϭ.ϯϬ-ϭ.ϱϬ lakh Đrore ǁill 
Đoŵe doǁŶ to arouŶd Rs ϭ.Ϭ lakh Đrore. 

 A dollaƌ iŶĐƌease iŶ the Đƌude oil pƌiĐes ǁill push up the petƌol 
pƌiĐe ďǇ aƌouŶd ϱϬ paise aŶd diesel pƌiĐes ďǇ aƌouŶd ϭϱϬ paise 
aŶd ďƌiŶg doǁŶ the oǀeƌall deǀiatioŶ ďǇ aƌouŶd Rs ϭϱϬϬ Đƌoƌe 
uŶdeƌ ouƌ ďaseliŶe sĐeŶaƌio. 

CoŶsuŵptioŶ of POL ProduĐts 

 

SouƌĐe: SBI ReseaƌĐh 
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 WheŶ ǁe use this taǆ stƌuĐtuƌe foƌ FϮϮ, ǁheŶ CeŶtƌe aŶd states 
taǆes aƌe alƌeadǇ so high, ǁe see that states ǁhiĐh haǀe the high-
est ƌates aƌe losiŶg ƌeǀeŶue if theǇ shift to this GST ƌegiŵe. ;Refeƌ 
AŶŶeǆuƌeͿ But this is Ŷatuƌal giǀeŶ the eǆĐessiǀe ƌates these 
states haǀe iŵposed. 

 But, this flat taǆatioŶ stƌuĐtuƌe ďƌiŶgs iŶ uŶifoƌŵitǇ aŶd as peƌ ouƌ  
ĐalĐulatioŶs, it ďƌiŶgs doǁŶ the ďuƌdeŶ of taǆes oŶ the ĐoŵŵoŶ 
ŵaŶ ďǇ alŵost Rs ϭϬ-ϯϬ depeŶdiŶg oŶ the pƌoduĐt ĐoŶsuŵed 
aŶd the state iŶ ǁhiĐh it is ĐoŶsuŵed. AdditioŶallǇ, it ďeŶefits 
soŵe states ǁhiĐh do Ŷot dƌastiĐallǇ taǆ theiƌ petƌoleuŵ pƌod-
uĐts, like Uttaƌ Pƌadesh. 

LPG PRICES HAVE ALSO INCREASED  
 SiŶĐe Noǀ-ϮϬ, the pƌiĐes of ŶoŶ-suďsidized ĐǇliŶdeƌ haǀe iŶ-

Đƌeased fƌoŵ Rs ϱϵϰ to Rs ϴϭϵ ;iŶ DelhiͿ, a suďstaŶtial iŶĐƌease of 
Rs ϮϮϱ peƌ ĐǇliŶdeƌ. The data oŶ DBTL ;DiƌeĐt BeŶefit tƌaŶsfeƌ foƌ 
LPGͿ iŶdiĐate that the suďsidǇ aŵouŶt has shaƌplǇ pluŶged to 
ŵeƌelǇ Rs ϯ,ϯϲϯ Đƌoƌe iŶ Apƌ-DeĐ͛ϮϬ peƌiod ;i.e. ϯϳϰ Đƌoƌe peƌ 
ŵoŶthͿ fƌoŵ Rs ϮϮ,ϲϯϱ iŶ FYϮϬ ;i.e. ϭ,ϴϴϲ Đƌoƌe peƌ ŵoŶthͿ, 
ǁhiĐh ŵeaŶs that theƌe is Ŷegligiďle oƌ Ŷo diffeƌeŶĐe ďetǁeeŶ 
suďsidized aŶd ŶoŶ-suďsidized ĐǇliŶdeƌ.  

 This thƌoǁs ĐoŶĐept of aďilitǇ/ǁilliŶgŶess to paǇ iŶ disĐussioŶ. IŶ 
the ŶeoĐlassiĐal appƌoaĐh to the ĐoŶsuŵeƌ͛s utilitǇ ŵaǆiŵizatioŶ 
pƌoďleŵ, ĐoŶsuŵeƌ͛s ǁilliŶgŶess to paǇ is eŶdogeŶous siŶĐe it 
depeŶds oŶ his ďudget aŶd pƌefeƌeŶĐes. Theƌe is Ŷo suĐh ĐoŶĐept 
as aďilitǇ to paǇ iŶ the ŶeoĐlassiĐal appƌoaĐh. A ĐoŶsuŵeƌ͛s ǁill-
iŶgŶess to paǇ is the ďeŶefit of ĐoŶsuŵptioŶ aŶd the ŵaǆiŵuŵ 
that a ĐoŶsuŵeƌ ǁaŶts to paǇ foƌ the good ǁheŶ theƌe aƌe Ŷo 
ďoƌƌoǁiŶg ĐoŶstƌaiŶts. A ĐoŶsuŵeƌ ǁho deƌiǀes a high ďeŶefit 
fƌoŵ the ĐoŶsuŵptioŶ of a good ŵaǇ ďe ǁilliŶg to paǇ aŶ eǆpeŶ-
siǀe pƌiĐe eǀeŶ though his ďudget is liŵited oƌ if he doŶ͛t haǀe 
aŶǇ alteƌŶatiǀe. AďilitǇ to paǇ is a ĐoŶstƌaiŶt that pƌeǀeŶts the 
ĐoŶsuŵeƌ to take deĐisioŶs aĐĐoƌdiŶg to his ǁilliŶgŶess to paǇ. 

 IŶ the Đase of ƌeĐeŶt iŶĐƌease iŶ LPG pƌiĐes, the ƋuestioŶ aƌises 
that till ǁhat pƌiĐe ĐoŶsuŵeƌs aƌe ǁilliŶg to paǇ ŵoƌe?  

UJJWALA ϯ.Ϭ: SOME TWEAKS REQUIRED   
 UŶdeƌ the PMUY sĐheŵe, GoǀeƌŶŵeŶt iŶ ϮϬϭϴ has ĐoŶŶeĐted to 

ϴ Đƌoƌe pooƌ faŵilies thƌough the fƌee gas ĐoŶŶeĐtioŶs. To giǀe a 
fuƌtheƌ ďoost, iŶ the Budget ϮϬϮϭ-ϮϮ, GoǀeƌŶŵeŶt has aŶ-
ŶouŶĐed to giǀe ϭ Đƌoƌe ŵoƌe fƌee LPG ĐoŶŶeĐtioŶs to the ŶeedǇ 
oǀeƌ the Ŷeǆt Ϯ-Ǉeaƌs aŶd ŵake it easieƌ to aĐĐess ĐookiŶg gas to 
aĐhieǀe Ŷeaƌ ϭϬϬ% peŶetƌatioŶ of the ĐleaŶ fuel iŶ the ĐouŶtƌǇ. 

 

PriĐe of NoŶ-Suďsidized CǇliŶder iŶ Delhi ;iŶ RsͿ 

 

SouƌĐe: SBI ReseaƌĐh 
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 Though, PMUY has solǀed the pƌoďleŵ of aǀailaďilitǇ the  
affoƌdaďilitǇ ďaƌƌieƌ still eǆists. GoǀeƌŶŵeŶt should Ŷoǁ foĐus oŶ 
the ͚affoƌdaďilitǇ͛ issue aŶd to aĐhieǀe this, ǁe suggest a set of 
ŵeasuƌes as folloǁs: 

 The ĐuƌƌeŶt loaŶ sĐheŵe uŶdeƌ PMUY alloǁs households the 
optioŶ to take hot plate oŶ puƌĐhase of fiƌst ƌefill oƌ ďoth oŶ loaŶ 
ďasis fƌoŵ zeƌo iŶteƌest ƌate aŶd the saŵe is ƌeĐoǀeƌed thƌough 
suďsidǇ ƌeĐeiǀed ďǇ the ďeŶefiĐiaƌǇ. This should ďe phased out 
aŶd ǁill oŶlǇ iŶǀolǀe a oŶe-tiŵe Đost of arouŶd Rs ϭϱϬϬ Đrore 
aŶd ǁill iŵproǀe the Đost of refilliŶg.  

 AŶ iŶĐreased aŶd graded suďsidǇ ŵaǇ ďe proǀided to PMUY aŶd 
poor ĐoŶsuŵers ǁhiĐh ĐaŶ ďe tapered off oǀer a period of, saǇ, 
ϱ-Ǉears. Foƌ this, the GoǀeƌŶŵeŶt ĐaŶ Đƌeate a ĐoŵpƌeheŶsiǀe 
ŵeƌged dataďase usiŶg dataďases of AǇushŵaŶ Bhaƌat, PM-

KISAN, PMJDY, PMUY aŶd MUDRA aŶd theŶ pƌoǀide these peo-
ple ǁith ŵaǆiŵuŵ fouƌ fƌee ĐǇliŶdeƌs iŶ a Ǉeaƌ. EǀeŶ if ϱ Đƌoƌe 
people aƌe eligiďle foƌ this theŶ the total Đost to eǆĐheƋueƌ peƌ 
Ǉeaƌ ǁill ďe ŵaǆiŵuŵ Rs ϭϲ,ϬϬϬ Đƌoƌe ;ϱ Đƌoƌe ǆ ϰ ǆ Rs ϴϬϬ peƌ 
ĐǇliŶdeƌͿ. We ĐaŶ also haǀe a ĐoŵpulsorǇ  opt-iŶ sĐheŵe for 
aǀailiŶg suďsidies eŵulatiŶg Ŷudge theorǇ iŶ poliĐǇ ŵakiŶg.  

 The Ŷuŵďeƌ of suďsidised ĐǇliŶdeƌs peƌ aŶŶuŵ to households 
ĐaŶ ďe ƌeduĐed fƌoŵ the ĐuƌƌeŶt ϭϮ to ϵ ;aǀeƌage all IŶdia ĐoŶ-
suŵptioŶ is aƌouŶd ϳ ĐǇliŶdeƌsͿ ǁhiĐh ǁould ďe suffiĐieŶt foƌ 
ŵost households. IŶtƌoduĐiŶg ŵaŶdatoƌǇ staŶdaƌds aŶd laďel-
liŶg foƌ LPG stoǀes ǁill saǀe at least ϭϬ/ϭϮ% of the LPG ĐoŶsuŵp-
tioŶ iŶ the ĐouŶtƌǇ.  

Centre + 

States
Centre States Petrol Diesel

$75 -104454 -87227           -17,227 84 77 0.5% 0.4% 12056

$70 -113519 -91759           -21,759 81 74 0.5% 0.4% 19009

$65 -122584 -96292           -26,292 78 71 0.6% 0.4% 26018

$60 -131649 -100825           -30,825 75 68 0.6% 0.4% 34651

$50 -149779 -109890 -39,890          69 62 0.7% 0.4% 50208

$40 -167910 -118955 -48,955          63 56 0.8% 0.4% 73452

$30 -186040 -128020 -58,020          57 50 0.8% 0.4% 103045

$20 -204170 -137085 -67,085          51 44 0.9% 0.3% 134678

Revenue 

Estimates
600000 335000 BE 265000

Crude oil matrix and revenue deviation for FY22

Crude oi l  

price/bbl

Deviation from estimates  (Rs  crore) Estimated Price (Rs  Per l i tre)
Gross  Centre & States  

Revenue Deviation 

as  a  % of GDP

Increase in tax revenue 

due to increase in 

consumption (Rs  crore)#

Net Centre & States  

Revenue Deviation 

as  a  % of GDP

Memo:

-

Source: SBI Research, CGST and SGST at 14% each, with  a  Rs  30 cess  on petrol  and a  Rs  20 cess  on diesel  equal ly divided between Centre and States , ex rt: 

Rs  73/$; # Assuming oi l  price elastici ty of 0.3
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Disclaimer:  
The Ecowrap is not a priced publication of the Bank. The  
opinion expressed is of Research Team and not necessarily  
reflect those of the Bank or its subsidiaries. The contents can be 
reproduced with proper acknowledgement. The write-up on Eco-
nomic & Financial Developments is based on information & data 
procured from various sources and no responsibility is accepted for 
the accuracy of facts and figures. The Bank or the Research Team 
assumes no liability if any person or entity relies on views, opinion 
or facts & figures finding in Ecowrap.  

GOVERNMENT FISCAL POSITION SHOWS LOWER NEED OF MARKET 
BORROWING: IN FYϮϭ: POSITIVE FOR YIELD 

 As peƌ the latest CGA data, the GoǀeƌŶŵeŶt͛s fisĐal defiĐit 
ƌeaĐhed Rs ϭϮ.ϯϰ lakh Đƌoƌe at eŶd-JaŶ͛Ϯϭ oƌ ϲϲ.ϴ% of the 
ƌeǀised estiŵates foƌ FYϮϭ.  

 EǆpeŶdituƌe data shoǁs that the GoǀeƌŶŵeŶt has alƌeadǇ 
speŶt Rs Ϯϱ.ϭϳ lakh Đƌoƌe as agaiŶst Rs ϯϰ.ϱϬ lakh Đƌoƌe as peƌ 
the ƌeǀised ďudget estiŵates ;ϳϯ%Ϳ, ǁith Đapital eǆpeŶdituƌe 
alƌeadǇ ƌeaĐhiŶg ϴϯ% of the ƌeǀised ďudget estiŵates of Rs 
ϰ.ϯϴ lakh Đƌoƌe. So the GoǀeƌŶŵeŶt still has to speŶd a total 
of Rs Ϭ.ϳϲ lakh Đƌoƌe iŶ Đapital eǆpeŶdituƌe iŶ the ƌeŵaiŶiŶg Ϯ 
ŵoŶths of Feď-MaƌĐh. IŶ additioŶ,  Rs ϭ.ϳϯ lakh Đƌoƌe of iŶteƌ-
est paǇŵeŶts aƌe due, Rs ϯ.ϰϯ lakh Đƌoƌe of suďsidǇ paǇŵeŶts 
iŶĐludiŶg a ĐhuŶk of Rs Ϯ.ϵϳ lakh Đƌoƌe iŶ food suďsidǇ aŶd Rs 
Ϭ.ϭϮ lakh Đƌoƌe thus ŵakiŶg a total of Rs ϱ.ϵϬ lakh Đƌoƌe iŶ 
these heads still ƌeŵaiŶiŶg to ďe speŶt iŶ Feď-Maƌ͛Ϯϭ.  

 OŶ the ƌeǀeŶue side, higheƌ taǆ ƌeĐeipts, paƌtiĐulaƌlǇ iŶdiƌeĐt 
taǆes iŶĐludiŶg eǆĐise dutǇ has eŶaďled the GoǀeƌŶŵeŶt to 
ĐolleĐt Rs ϭϮ.ϰϮ lakh Đƌoƌe iŶ Ŷet taǆ ƌeǀeŶue so faƌ till JaŶ͛Ϯϭ, 
ǁhiĐh is ϳϵ.ϵ% of the ƌeǀised BE foƌ FYϮϭ, as agaiŶst ϲϲ.ϯ% of 
BE aĐhieǀed last Ǉeaƌ duƌiŶg the saŵe peƌiod. Thus, higheƌ 
taǆ ĐolleĐtioŶs ǁould eŶaďle the GoǀeƌŶŵeŶt to haǀe a suƌ-
plus of Rs aƌouŶd ϭ lakh Đƌoƌe. Fuƌtheƌŵoƌe, the GoǀeƌŶŵeŶt 
has suƌplus Đash ďalaŶĐe of Rs Ϯ.ϯϰ lakh Đƌoƌe ĐuƌƌeŶtlǇ aŶd 
afteƌ adjustiŶg foƌ states shaƌe, the GoǀeƌŶŵeŶt ǁould ďe left 
ǁith aƌouŶd Rs Ϭ.ϱ lakh Đƌoƌe as suƌplus Đash ďalaŶĐe ďǇ 
Maƌ͛Ϯϭ.  

 This iŶ tuƌŶ Đould lead to loǁeƌiŶg of fisĐal defiĐit ďǇ aƌouŶd 
Ϭ.ϴ% of GDP to ϴ.ϳ% of GDP fƌoŵ ϵ.ϱ% as peƌ RE. AŶd if ǁe 
also eǆĐlude the off ďalaŶĐe sheet iteŵs it ǁould Đoŵe 
aƌouŶd ϳ.ϵ% of GDP Đoŵpaƌed to ϴ.ϳ% eaƌlieƌ.  

 Fuƌtheƌŵoƌe, it ǁould lead to loǁeƌ Ŷeed of GoǀeƌŶŵeŶt 
ďoƌƌoǁiŶg this Ǉeaƌ. The GoǀeƌŶŵeŶt has so faƌ ďoƌƌoǁed Rs 
ϭϮ.ϴ lakh Đƌoƌe agaiŶst dated seĐuƌities till Ϯϲ Feď͛Ϯϭ. As peƌ 
the ĐaleŶdaƌ, Rs ϭ.Ϭϰ lakh Đƌoƌe ŵoƌe ǁill ďe ďoƌƌoǁed iŶ the 
ƌeŵaiŶiŶg ŵoŶths leadiŶg to a total of Rs ϭϯ.ϴϰ lakh Đƌoƌe 
ŵaƌket ďoƌƌoǁiŶg this Ǉeaƌ. Hoǁeǀeƌ, giǀeŶ that RBI had  
alƌeadǇ doŶe OMO of Rs ϯ lakh Đƌoƌe so faƌ this Ǉeaƌ, it is 
highlǇ likelǇ that the GoǀeƌŶŵeŶt ŵight ĐaŶĐel its ďoƌƌoǁiŶg 
plaŶŶed iŶ the last Ϯ ǁeeks of Maƌ͛Ϯϭ, totalliŶg Rs ϰϵ,ϬϬϬ 
Đƌoƌe. This iŶ tuƌŶ ŵight lead to loǁeƌiŶg of ϭϬ Ǉeaƌ G-seĐ 
Ǉield ďǇ eŶd-MaƌĐh.  

Major Heads
Actual Till 

Jan

Revised 

BE

Remaining 

for 2 months

Run Rate for 

Feb-March

Total expenditure 25.2 34.5 9.3 4.7

Revenue expenditure 21.6 30.1 8.6 4.3

Interest payment 5.2 6.9 1.7 0.9

Capital expenditure 3.6 4.4 0.8 0.4

Total subsidy 2.5 6.0 3.4 1.7

Nutrient based Fertil iser 0.3 0.4 0.1 0.1

Urea subsidy 0.7 0.9 0.2 0.1

Food subsidy 1.3 4.2 3.0 1.5

Total Receipts 12.8 16.0 3.2 1.6

Revenue Receipts 12.4 15.6 3.1 1.6

Tax Revenue 11.0 13.4 2.4 1.2

17.0

1.5

8.7%

7.9%

Source: SBI Research, CGA

Government Fiscal Maths (Rs lakh crore)

New Fiscal Deficit (Rs lakh crore)

Memo:

New Fiscal Deficit (% of GDP)

Savings in Fiscal Deficit (Rs lakh crore)

Fiscal deficit excluding off balance sheet (% of GDP)
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SBI  ECOWRAP 

ANNEXURE 
 

Petrol Diesel

Maharashtra (Mumbai, Thane & 

Navi Mumbai)
26% VAT+ Rs.10.12/Litre additional tax 24% VAT+ Rs.3.00/Litre additional tax 

Maharashtra 25% VAT+ Rs.10.12/Litre additional tax 21% VAT+ Rs.3.00/Litre additional tax 

Rajasthan
36% VAT+Rs 1500/KL road development 

cess

26% VAT+ Rs.1750/KL road development 

cess
-6388

Madhya Pradesh 33 % VAT + Rs.4.5/litre VAT+1%Cess 23% VAT+ Rs.3/litre VAT+1% Cess -5489

Tamil Nadu 15% + Rs.13.02 per l itre 11%  + Rs.9.62 per l itre -4915

Andhra Pradesh
31% VAT + Rs.4/litre VAT+Rs.1/litre Road 

Development Cess and Vat thereon

22.25% VAT + Rs.4/litre VAT+Rs.1/litre 

Road Development Cess and Vat thereon
-4856

Karnataka 35% sales tax 24% sales tax -3696

Telangana 35.20% VAT 27% VAT -3026

Odisha 32% VAT 28% VAT -2060

Kerala
30.08% sales tax+ Rs.1/litre additional 

sales tax + 1% cess 

22.76% sales tax+ Rs.1/litre additional 

sales tax + 1% cess 
-1721

Assam
32.66% or Rs.22.63 per l itre whichever is 

higher as VAT

23.66% or Rs.17.45 per l itre whichever is 

higher as  VAT
-1035

Chhattisgarh 25% VAT + Rs.2/litre VAT 25% VAT + Rs.1/litre VAT -896

Delhi 30% VAT
Rs.250/KL air ambience charges + 16.75% 

VAT
-490

Jharkhand

22% on the sale price or Rs. 17.00 per l itre 

, which ever is higher + Cess of Rs 1.00 per 

Ltr

22% on the sale price or Rs. 12.50 per l itre 

, which ever is higher + Cess of Rs 1.00 per 

Ltr

-391

Punjab

Rs.2050/KL (cess)+ Rs.0.10 per Litre 

(Urban Transport Fund) +24.79% VAT+10% 

additional tax on VAT

Rs.1050/KL (cess) + Rs.0.10 per Litre 

(Urban Transport Fund) + 15.94% VAT+10% 

additional tax on VAT

-321

Himachal Pradesh
25% or Rs 15.50/Litre- whichever is 

higher

14% or Rs 9.00/Litre- whichever is 

higher
-268

Manipur 36.50% VAT 22.50% VAT -91

Meghalaya

31% or Rs17.60/Litre- whichever is higher 

(2% surcharge leviable only on advalorem 

tax)

22.5% or Rs12.50/Litre- whichever is 

higher (2% surcharge leviable only on 

advalorem tax)

-44

Jammu & Kashmir
24% MST+ Rs.5/Litre employment cess, 

Reduction of Rs.0.50/Litre
16% MST+ Rs.1.50/Litre employment cess -21

Goa 25% VAT + 0.5% Green cess 22% VAT + 0.5% Green cess -12

Sikkim 25.25% VAT+ Rs.3000/KL cess 14.75% VAT + Rs.2500/KL cess 12

Tripura
25% VAT+ 3% Tripura Road Development 

Cess

16.50% VAT+ 3% Tripura Road 

Development Cess
27

Mizoram 25% VAT 14.5% VAT 43

Uttarakhand 25% or Rs 19 Per Ltr whichever is greater
17.48% or Rs Rs 10.41 Per Ltr whichever is 

greater
101

Arunachal Pradesh 20.00% 12.50% 143

Nagaland

29.80% VAT or Rs. 18.26/litre whichever is 

higher +5% surcharge + Rs.2.00/Litre as 

road maintenance cess 

17.50% VAT or Rs. 11.08/litre whichever is 

higher +5% surcharge + Rs.2.00/Litre as 

road maintenance cess 

168

Bihar

26% or Rs 16.65/Litre whichever is higher 

(30% Surcharge on VAT as irrecoverable 

tax)

19% or Rs 12.33/Litre whichever is higher 

(30% Surcharge on VAT as irrecoverable 

tax)

672

Gujarat 20.1% VAT+ 4% Cess on Town Rate & VAT 20.2% VAT + 4 % Cess on Town Rate & VAT 795

West Bengal

25% or Rs.13.12/litre whichever is higher 

as sales tax+ Rs.1000/KL cess- Rs.17/KL 

exemption (20% Additional tax on VAT as 

irrecoverable tax)

17% or Rs.7.70/litre whichever is higher 

as sales taǆ + Rs ϭϬϬϬ/KL Đess – Rs ϮϵϬ/KL 
sales tax rebate (20% Additional tax on 

VAT as irrecoverable tax)

1746

Haryana
25% or Rs.15.62/litre whichever is higher 

as VAT+5% additional tax on VAT

16.40% VAT or Rs.10.08/litre whichever is 

higher as VAT+5% additional tax on VAT
1832

Uttar Pradesh
26.80% or Rs 18.74/Litre whichever is 

higher

17.48% or Rs 10.41/Litre whichever is 

higher
2419

Source: PPAC, SBI Research,* - indicates the GST regimne will  result in revenue shortfall

Current rate of State taxes

State/UT
Sales Tax/VAT

-10424

Estimated Gap in revenue between 

our suggested  GST regime and the 

existing VAT structure (Rs crore)*


