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General Studies-3; Topic: Economic growth 
 

Dynamic Fuel Price Revision 
 

1) Introduction 

 The government has allowed the oil marketing companies to follow dynamic pricing of auto fuels 
across the country from 16 June 2017. 

 Fuel prices change daily depending on global oil price fluctuations. 
 

2) Why is Dynamic Pricing Introduced? 

 Due to the earlier practice of fortnightly revisions, the price changes were at times sharp 

 Instantaneous transfer of a rise or decline in international oil price to the consumers immediately 
rather than having to wait for 15 days. 

 Consumers will be more aligned to market dynamics 

 India will be following the practice of the most advanced markets. 

 Daily dynamic pricing may rein in speculative market forces.  

 It will bring in more transparency within the system and it will also minimise the impact on the 
working capital of companies and dealers. 

 Global experience shows that the dynamic pricing has the potential to attract participation of 
private players in fuel retailing and several downstream opportunities, thus exposing  to best 
practices and modern technology in refining.  

 Remove political pressure on fuel pricing. 
 

3) Why opposition to the move 

 Any intervention by the Government, which limits the freedom of oil marketing companies (OMCs) 
in price revisions could be a credit negative 

 Inventory losses in case of drop in global prices and the move’s impact on dealers’ margins. 

 The automation systems at most of the pumps are not supporting the automatic price change in 
the dispensing machine. 

 Manual intervention can lead to errors and delays in operation of the petrol pump 

 Consumers may be affected sometimes, especially if there is a major international event, like a war 
or riot. Then, the prices may fluctuate a lot.  

 Prices of Fast-moving consumer goods (FMCG) may also fluctuate dynamically. FMCG prices are 
directly related to fuel prices.  
 

4) International Practice 

 It is a practice in developed countries, including the United States Japan, Australia, Germany, Russia 
and several European countries. 

 There are some countries where prices change more than once during the day. 
 

5) The recent increase in fuel prices 

 The rise in fuel rates can be attributed to a 14% increase in international petrol and diesel prices 
beside rise in commission paid to petrol pump dealers 

 The dynamic daily fuel price revision has led to petrol and diesel rates increasing by around 8 per 
cent. 

 Sustained petrol, diesel price hike can hit demand growth and create inflationary pressures 
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 Daily price change, higher gross refining margins (GRMs) and higher auto fuel consumption will 
raise the profitability of oil marketing companies (OMCs). 
 

6) Why the Government is not reducing Excise rate? 

 For restraining consumption and promoting energy efficient production alongside renewable 
technologies. 

 The excise duty hikes help the government bridge its budgetary deficit. 

 India already suffers a lot from environmental problems with its major cities already among the 
most polluted in the world. 

 To promote Public transport in our cities. 
 

7) Why the Government must pass on the benefits to customers? 

 The average cost of crude oil imported by Indian refiners has more than halved — from $ 108.05 to 
$ 53.83 a barrel — consumers have every reason to complain. 

 The rules of the free market should allow consumers to derive the benefits of low prices 

 Inflation will fall sharply if the retail fuel prices are lower.  

 The disposable income in the hands of the consumers will increase. This will help revive consumer 
sentiment and increase sales across companies. 
 

8) Way Forward 

 Convert a portion — maybe 50 per cent — of the excise on fuel into a cess, which could be used 
solely to fund railways, metro, highways, irrigation, port and other infrastructure projects.  

 Consumers may not mind paying more in taxes, when they know where that money’s going. 

 The market needs to be open to independent fuel retailers, who would source petrol and diesel 
from where it is cheapest, rather than from captive refineries.  

 Finance ministry must bring petroleum products under the ambit of goods and services tax (GST) in 
the interest of consumers. 

 
 


