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Something fundamental has changed in Energy markets. 

A few years ago even if one oil rich Sheikhdom in the Middle East so much as 
sneezed, Goldman Sach analysts would be writing reports of the possibility of 
oil shooting to $ 200 a barrel. But today, even as Iraq collapses, the IS extends 
its reach not only into Afghanistan, Syria and even Europe, oil prices are 
plunging well below $ 50. Something fundamental has changed.  

Prices are in fact far below what most OPEC members need to balance their 
budgets, yet Saudi Arabia refuses to blink. OPEC, that all powerful cartel is 
under threat.  

But falling oil prices have started making headlines only now. Actually the 
trouble started brewing five years ago. 

In 2008 A new challenger arrived as innovative fracking technology. And even 
as the U.S. Started pumping out more shale gas and oil its impact, as far as 
global markets were concerned, was first felt not in the oil industry, but in the 
coal industry. Medical shale gas exports started three years ago - not as gas or 
as LNG but as American coal into Europe. The result International coal prices 
crashed well before the fracking industry challenged the monopoly of OPEC.  

Today not just crude oil - Henry Hub is seen struggling to reach $3 and the NBP 
languishes at $ 7.  And it doesn't stop here. Expectedly the stock prices  of oil 
companies have tanked. However, the fall in the stock prices of oil companies is 
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also accompanied by a steep decline in the valuations of wind turbine 
manufacturers, solar power and bio fuel companies and the entire green 
energy sector.  

Markets hit back in curious ways. But whenever they do they demonstrate two 
fundamental facts. First, they show the inherent inter connectedness of all 
forms of energy which substitute each other and are therefore affected by each 
other. This was the reason why we conceived this years Petro India as a 
Conference to cover the entire fossil fuel sector.  

Second they demonstrate what despotic petro-regimes across the world are re-
discovering a fundamental fact – that the strongest Government is ultimately 
and in the final analysis weaker than the weakest market. That was a 
fundamental fact that led to the dissolution the grand Soviet dream in the 90s 
and in Beijing put Deng Xiao Ping onto the path of market reform.  

But this collapse in energy prices is causing a tectonic shift in wealth and power 
across the world. As per IMF estimates every 10 percent drop in the price 
results in a 0.2 percent boost to global GDP. A $40 fall in oil prices literally 
moves $1.3 trillion of global wealth, 2 percent of world gross output, from the 
deep pockets of oil producers into the hands of global consumers.  

So the worm turns. Winners and losers swap positions. For example if oil fell to 
$ 40 the, while Russia would contract 2.5 percent , the Philippines could see its 
economic growth accelerate to 7.6 percent. Emerging Asian markets as well as 
Asia’s largest Energy consumers China, Japan and South Korea could also gain 
momentum in coming months. Yes, falling energy prices have today given 
tremendous room for upside in these Asian markets to build given the right 
boosts from bold macro policy. 

 

So allow me a word about reforms in India. 
 

In last few years we have often heard the common refrain that the PPP model – 
the Public Private partnership model has failed in India. This was the model 
through which, In the absence of public expenditure it was hopedin 
infrastructure this was the model that we had expected would deliver 21st 
century infrastructure, roads, ports, railroads, airports, power plants, the entire 
energy infrastructure upstream, midstream and downstream -to in the country. 
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With a new Government at the helm perhaps it is time to delve a little deeper 

 

However, looking at at the path the country has traversed it seems that the 
problem with that first phase of reform was essentially that they remained 
back to the wall reforms arising out of the conditionalities imposed by the 
International lending institutions that forced the Government of the day to 
adopt measures for economic liberalization. Reforms introduced not with any 
conviction, but under duress, were bound to be patchy. Thus we saw piece-
meal reforms in selected segments of some sectors. The problem remained that 
these became measures that were foisted upon what was essentially a 
command and control economy.  Even as these reform measures were pushed, 
the governance and administrative structures  have to this day remained more 
suited to licensing, regulation and control mindset of the license raj days than 
to growth, program management and true market liberalization.. 

 

For a system of command and control cannot disappear overnight. On the 
contrary such system a system once in place seeks to spawn structures of 
governance that reinforce, strengthen and sustain norms and rules that enable 
it to exercise power and control.  

 

This was the minefield in which the scaffolding of the 1991 reforms was laid 
and that was an inherent weakness lay.  

 

SoThe problem was that the PPP models implemented were never have not 
genuine partnership frameworksbeengenuine but grafts. The award of licenses, 
their monitoring and control post award remaining the core competency of the 
implementing as well as regulating agencies.  

 

Reforms introduced through this process were bound to be piece-meal. The 
easiest riddles were solved first. So, in the first flush of reform, we saw across 
the energy sector policies for getting private sector participation in the 
through to their logical conclusion downstream and into the consumer end.  
 

When taken the measures lagged, were half hearted or in cases non-existent. 

.  
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The question the Supreme Court posed was simple – whether the Government 
as a trustee of the country’s natural resources framed the appropriate 
mechanisms and guidelines to ensure that any allocation made by it did not 
lead to distribution of largess unfairly in the hands of a few. Logically, this is a 
test that needs to be carried out, mutatis mutandis, to any form of allocation or 
auction made by the Government 

 

Now a Government has come in with a resolve to dust away the red tape and 
the cobwebs and take a holistic view of the entire spectrum of growth and 
development needed to position India in its rightful place in the new world 
order.  

and as luck would have it, precisely at this time What does this mean for India? 
Lower energy costs have the potential to prove are not only a boon to India’s 
economy but also serve up what is in essence a worldwide tax cut, which can 
boost global as well as domestic consumption - and thus profits – for the 
region’s manufacturers. 

 There can be no better opportunity therefore to use this fall in global energy 
prices to kick-start the Prime Minister’s Dream of “Make in India Dream”. 

 

We have already seen the Government  it seize the opportunity to bring in 
product price deregulation thereby correcting an anomaly that was allowed to 
drag on for the last ten years. Freeing diesel prices from state control for the 
first time in a decade not only helps contain the country’s current account 
deficit but more importantly it makes India far less vulnerable to external 
monetary dynamics.  

As anFor example it makes the economy far more resilient to withstand actions 
that are bound to be taken, say in the face of the strengthening dollar by the 
U.S. Federal bank. It is thereforeibecomes not just a market friendly measure 
but a bold assertion at the right time of India’s economic sovereignty and 
strength. Again the Government has moved quickly on direct transfers of LPG 
subsidies not in a piece meal manner but across the country. It has moved to 
clear the mess in the coal sector and begin the process of auctions so as to 
boost coal production. 

What we need to remember isBut let us remember that we are not alone here. 
We have competition. The drop in global commodity prices comes at an 
opportune moment for Asia’s fiscal reforms. Japan has announced another 



round of quantitative easing; China and South Korea have gone in for interest 
rate cuts.  China, in particular, struggling against a looming slow-down is keen 
to seize the initiative offered by this opportunity and move even further along 
the path toward greater deregulation.  

TYes the time is right butbutb as in cricket the first important lesson a batsman 
learns when facing dreaded spin bowlers is “play with the spin”. Playing the 
spin, the best batsmen not only survive but sweep their way to century after 
century. And the lesson is simple:   

Lesson no 1, Make sure you can deal with the pressure of close fielders. There is 
Pakistan at silly point always upto some diversionary tactic or the other - don’t 
get distracted. 

Lesson no 2: Watch the ball to see which way it spins onto the bat – commodity 
markets around us are gyrating, let us read those signals in time,  

Lesson no 3: We must be agile, use our feet to move and play with the spin. Use 
this opportunity for macro reform to integrate with global markets take 
advantage of them by moving with them. The time to push in major reforms is 
now. 

In emerging Asia, as India rises to take its rightful position in the world the 
biggest gainers in this maelstrom will  maybe these teams which seize the 
moment and learn to play with the spin rather than against it. …And we do 
believe that with this new Government we have the winning team. 

Today ….there are visible signs …that perhaps for the first time …the individual 
Indian feels he matters and can shape and define how policy is formulated…He 
is not just a peg to hang the business of politics on …  


