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ABSTRACT 
 

The decision of daily changes in prices of petroleum products by the Government of India was 

implemented from June 16, 2017. The public-sector oil marketing companies started the system of 

daily price revision as against the previous system for auto fuel, where any revision was taken 

fortnightly. The central argument of this paper is to know the pre and post effect of petrol price 

changes in India. The study is done by taking the petrol prices of five major cities of India viz. 

Delhi, Mumbai, Chennai, Kolkata and Bangalore. The petrol prices are analyzed for the year 2017. 

The prices were changed in 122 days out of 365 days. The event study methodology is used to find 

out the Average Abnormal Price (AAP) by Mean Adjusted Method in petrol prices in five cities. 

The results as per the mean adjusted revealed that there was a significant impact of the dynamic 

fuel pricing from August 22, 2017 to October 3, 2017. The other days did not show any significant 

impact of the decision. 
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INTRODUCTION: 

The Government of India initiated a new pricing model for fuel across the country since June 2017. At present, 

the prices of fuel are changed on a daily basis which is coined as dynamic fuel pricing. This new pricing policy 

initially started on May 1, 2017 in five cities across the country viz. Pondicherry and Vishakhapatnam among 

southern states, Udaipur in the West, Jamshedpur in the East and Chandigarh in the North. After the success of 

the pilot project in these cities, it was implemented in approximately 58,000 petrol pumps across the nation 

from June 16, 2017. This every day change of fuel prices are based on international market prices of crude oil 

and foreign exchange rates
1
. Previously, the Oil Marketing Companies (OMCs) namely, Indian Oil Corporation 

Limited (IOCL), Hindustan Petroleum Corporation Limited (HPCL) and Bharat Petroleum Corporation Limited 

(BPCL), used to revise their fuel prices on the 1
st
 and 16

th
 of every month. The rates were based on the average 

international price of the previous fortnight and the exchange rate
2
. 

Globally, countries like the United States of America (USA), Australia, Japan and Germany are following the 

dynamic fuel pricing policy since last two decades. Hence, this change in policy in India from a government 

regulated system to a dynamic one is to bring parity with international petroleum product prices i.e. diesel and 

petrol. Another objective of this change is to curb the price speculation in the petroleum product market in India. It 

is believed by the OMCs that when changes were done on 1
st
 and 16

th
 of every month, speculation use to happen 

                                                 
1https://spontaneousorder.in/a-guide-to-petrol-pricing-in-india-components-mechanisms-and-daily-price-change-a84fb67f23dd on April 15, 2018. 
2 http://www.thehindu.com/todays-paper/petrol-diesel-prices-to-be-fixed-daily/article17967958.ece 


