
UNDERSTANDING PETROL 
PRICING IN INDIA



The average price of Crude Oil of the Indian Basket is 
calculated every fortnight. This price is calculated in 

dollars per Barrel. 
The price in Indian rupees is also dependent on the 

average exchange price for that fortnight.

Ocean Freight and Transport charges

The Crude Oil is transported and refined to extract 
Petrol. The cost & freight charges, refinery charges are 

added to the price of Crude oil. This is called the 
Refinery Transfer Price (RTP). This is the price paid by 
Oil Marketing Companies (OMCs ) like IOCL, BPCL & 

HPCL to the refineries. 



OMCs add their spends and retain some margin and 
sell it to the Dealer (the owner of the Petrol Pump).

Excise duty imposed by the Central Government. 
+

The dealer commission is also added to the price after 
imposition of the Central Excise

+
State specific Value Added Tax (VAT)

Retail Selling Price (RSP) to Consumer



WHY FUEL PRICES ARE 
RISING SHARPLY IN INDIA



• Prices of petrol and diesel have already touched a 2-
year high and could increase further as global crude oil 
rates rise. Brent crude oil price rose to its highest level 
since March. This happened after an OPEC+ output cut 
deal.



• Consumers should note that a bulk of the fuel cost 
they incur goes towards taxes. Since March, the 
government had in two tranches raised the excise 
duty. 

• Tax on both petrol and diesel stand slightly above 69%. 
India now charges the world's highest taxes on fuel.

• The tax pinch was not felt in the earlier months of the 
lockdown as global crude prices collapsed completely, 
leading to a drop in fuel prices. 

• Higher taxes are becoming more prominent with every 
upward revision in prices of crude oil.

• The Centre’s receipts from excise duty, the bulk of 
which comes from petrol, diesel and crude oil, has 
shown a sharp 40% year-on-year jump in the first 
seven months (Apr-Oct) of this fiscal, even as the 
pandemic and the economic recession brought down 
overall tax receipts by 16%.



• On petrol, the excise duty levied is ₹32.98 a litre, while 
on diesel it is ₹31.83 per litre.

• Further VAT is levied on petrol which varies from state 
to state, with MP, Kerala, Rajasthan, Karnataka, Delhi 
levying 30% or more - the highest among states.

• Price Build-up of Petrol 
(At Delhi at BPCL Retail Pump Outlets)

• Petrol costs ₹83-90 a litre in metro cities and diesel 
₹73-80 a litre. India follows a market-linked pricing 
regime called trade parity pricing for petrol and diesel 
and there is no subsidy.

Rs/Litre

Price charged to Dealers 26.75 32.5%

Excise Duty 32.98 40.0%

Average Dealer Commission 3.66 4.4%

VAT (Delhi @ 30%) 19.02 23.1%

Retail Selling Price (RSP) 82.41

https://www.knowmo.info/


