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Abstract  

India's net oil import bill has reduced consi-

derably from its Peak in 1980/81. This is due largely 

to: (i) a rapid increase in indigenous crude production, 

particularly from 1980/81 to 1984/85; and (ii) generally 

soft oil prices in the international market, particularly 

after 1983/84. However, indigenous crude production is 

not anticipated to rise rapidly in the foreseeable future 

and the international oil market will continue to be 

characterized by uncertainties. 

It is against this background that it becomes 

necessary to analyze the implications of international 

oil market developments on the Indian petroleum industry 

in particular, and on the Indian economy in general. 

This includes an analysis of the impact of: (i) crude 

and product price movements; (ii) price differences 

between various crudes and various products; and (iii) 

the anticipated reduction in the availability of 

relatively high quality crudes in the international 

market. These issues are discussed at length in 

Chapters V and VI, where it is shown that it is not 

necessary that self-sufficiency in indigenous refining 

capability would always be the least cost option. In 

fact, if crude and product price levels were to remain 



within a certain reasonable range, it is shown that to 

ensure its product supplies, India may even wish to 

negotiate a product procurement contract with an oil 

surplus nation in Asia or the middle-East. The analy
-

tical framework adopted also gives some idea of the 

terms of such a contract. 

As it is clear that the implications of global oil 

market developments will relate to the level of demand 

for imported oil within India, the analysis in Chapters 

Viand VI is with reference to three scenarios for 

petroleum demand projections and two levels of indigenous 

crude oil production. The implications of increased 

indigenous natural gas supplies are also studied, but 

only to the extent that increased LPG production becomes 

possible. 

The three petroleum demand scenarios are based on 

projections for total energy demand which are presented 

in Chapter IV. In Scenario I, major sub-sectoral growth 

rates are projected to remain unchanged from the trends 

observed in the past, and the ratio of energy consump-

tion to activity level represents an average level 

observed during the past decade or more. The five 

major sectors (industry, agriculture, transport,commercial 

services/Government and residential) are disaggregated 

to the extent possible -- depending on data availability 

as discussed in Chapter III -- and certain determinants 
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of energy demand are also identified before making 

demand projections. In Scenario II, the total energy 

demand mix changes as the economy adopts a lower 

energy intensity growth path. And in Scenario III, 

the total energy demand mix changes further when 

certain conservation and inter-fuel substitution 

measures including some promising renewable energy 

technologies, begin to be adopted. 

The rationale behind analyzing the petroleum 

supply options for three demand scenarios is only to 

illustrate the importance of energy demand management 

as an energy policy tool. The interested reader may 

however, wish to study Chapters V and VI before Chapters 

III and IV. 
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