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INTIlODucnON 

I. tbe ChaiIman, Committee on Public UDdeitakiDgs having been 
authoriled by the Commlttee to present the Report on their behalf, 
present this Ninety-First R.eport on Bharat Petroleum Corporation Ltd. 

2. The Committee took evidence of the representatives of Bbarat 
Petroleum Corporation Ltd. on 29 and 30 September, 1983 and -of 
Ministry of Energy (Department C1f Petroleum) on 12 and 13 Deccmber, 
1983. 

3. The Committee conSIdered and adopted the Report III their 
-sitting hek! on 6 April, -1984. 

4. The Committee wiIh to express their thanks to the Ministry of 
Energy (Department of PetmJeum) and Sbamt Petroleum Corporation 
Ltd. for I!Jacing before than the material and information they wanted 
in COIIIIeCtiOn with examination of the Company. They also wish to thank 
in particular the representatives of the Department of Petroleum aJld the 
Bharat Petroleum C9rp0ration Ltd. who gave evidence_ and placed their 
considered views befdre the Committee. 

NEW DI!LIIl; 
April 18, 1984 
Clioitra- 29, 1906(5) 

(vii ) 

MADHUSUDAN VAlRALE, 
Chtlirnum, 

Committee on Public Undertakings. 



CIIAPI'ER I 

CURPORATE PLAN 

Bbarat PetroleUIII: Corporation Ltd. is a wholly owned Central 
~t 1IIldertakiot and the successor to Burmah~SheU Group of 
Ccmpanics which were taken over in January, 1976. It e; an integrated 
c:x1I,Dp8ny engaged in refining of C1ude oil and marketing of full range of 
petroleuiD. products. The Corporation bas a fuel R,efinery at Bombay and 
two Lubricating Oils, BJending planb, one each at Bombay aad Calcutta. 
It has five port insta1!auons and fifty-nine bulk storage depots. 

A. Objectives and obligtUion.~ 
1.2 "The Committee were informed by BPCL in a note that the 

Colporation has a system of selling economy IUId financial objectives 
dell year. Under this system, it prepares dunng the 3rd/4th qlJatter of 
each year, a long term plan covering a 5-year period with performance 
goals being set for the immediately folll1Wing year and the subsequent 
f~ur years. Under tlIe Rolling Plan concept adQl)ted by the Company, the 
Objectives ate reViewed and updated every year keeping in view the needs I 
dUmge in the environment. While some of the objectives had a shorter 
span for achievement such as projects, others were continuous in nature. 
such as Cost Controls, MaximisatiOn of Internal Resources, etc. 

1.3 The Committee enquired during the oral evidence of the repre­
sentatives of BPCL whether the company has not formulated itl< long 
term objectives and got them approved by Government as each under­
taking is required to do, in terms of the guidelines is!ued by BPE in 1972 
8nd 1979 and if so, what were the reasons for delay in formuhlting the 
statement of objectives even 7 years ' after the formation of the Company. 

1.4 The Chairman and Managing Director (CMD) of BPCL stated 
iii reply :-

........ ".In·lesp<lD.'iC ta the Government letter, of 12th Jane, 1979. 
BPCL had forwarded to the Government on 26th Septeinber 
1979 the corporate objective" approved by the Board of 
Directors of BPCL on 22-9-1979 for the period 191q.SO to 
1983-84, It needs to be mentioned tbat the GovetmDent 
Jetter, however, did nM indicat~ that any approval \lias 
to be given by tbem for these 'Objectives aJid in actual fact, DO 
formal a~roval o! ~ ~erfttlient Wb rea:ived by tIJe 
:8PCL tor t1le objeCtIves sent to diem as mentioned earlier 
on 26-9-1979. 

I~ this "c~ it is submitted that it loutd DOt be 
atrrec:t to say that there was a delay d. ~ 9tars in formti­
IatfDg the statellllDt of objectives after the formation or the 
CoDIpaDy. The Government have recently yjde their Jettei' of 



2 . 
18th June 1983 desired us to submit the statement of objec­
tive and obligations of the Corporation for gcttiDg the ~vem­
ment approval. After obtaining the Board's approval m the 
meeting on 24-9-1983, we· have submitted to the· Government 
on 26-9-1983 the statement of objectives and 0~0Ds of 
BPCL." . 

I.S The Committee had made the following recommendation in 
their 72JJd Report (1982-83) on Hindustan Petro1ewr.. Corporation Ltd.:-

"A!! the Depal tment is accountable fC1t the efficient iunetionillg of 
the public undertakings under it and the clear definition of 
(,bjectives is basic to the evaluation of cfficiency,these and 
the Corporate Plans should be specificaUy approved by the 
Department. As regards financial objec~ives, the Ministry of 

. Finance f,hould also he c<1DSulted. The Committee hope drat 
the Departmcnt would take action accordingly." 

1.6 Asked what is the position in regard to implementation of this 
recommendation in relation to the Bharat Petroleum Corporaion Ltd., 
the Secretary, Department of Petroleum stated during evidence :-

''The recommendation which the Committee has made when 
examining the Report on the Hindustan Petroleum Corpora­
tion was " ... mveyed to the other oil companies also. In the case 
of Bharat Petroleum Corpo;ation the objectives and. obliga­
tions including the financial objective!! have been approved by 
the Government r,nd they lrave been communicated. ,",.is was 
done teCeDtly." 

B. Corp",ate Pilln 
1. 7 Hindustan Petroleum Corporation Ltd., has a system of pre­

paring integrated corporate plan for five years. The Corporation's prt~sent 
plan covern the period from 1980-81 to 1984-85. The Committee, how­
ever, Ddticed that BPCL 1ra~ 3 Rolling Plan and it prepares during the 
3rdl4th quarter of each year. a long term plan covering a S-year period. 
Wben the Committee enquired whether there was no. uniform system of 
corporate planning in all the Oil Companie~ and also asked what type of 
planning in. Ministry's view was considered suitable for adoption 'bv all 
tbe oil cOmpanies, the Secretary, Department of Petroleum stated during 
evidea:e :-

. "I must concede tit tbe outset that on this corporate .plan business, 
there is DO uniformity amongst aD pobJic sector undertakinp 
IlJId also within the oil sector, amongst the oil companies. 
Different c:ompani~ have been following different practices." 

Bxp1AlniDg the reason for . this, the wifness said : 
"The..practic:c which these oompaniea have been followiDg-tbe 

Jiindu!ltan Petroleum and Bharat Petroleum-is R continuatkm 
of the one which they had adopted prior to their nationali­
sation." 
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·1.8 He also informed the Committee that the IOC which was eslab­
li&bed on 1st September, 1964 has, of date, no corporate plan and stated, 
"We Dave advised them to p"epare one and to let us have a leok at it. 

1.9 Regarding adoption of uniform system of corporate planniDg, 
the witness assured the Committee thai the Ministry will look into Ibis 
matter with a view to evolving a common approach by all ~he thrce or 
four oil companies.-

1.10 AccoIding to Article 93 of the Articles of Association of BPCL 
"the Chairman shall reserve for the decision C1f the President of India 
among other thUlgs. any proposals or decisions of the directors in· respect 
of FIve Year Plan and Annual Plan of the Company", A~·ked whether 
the Corporate PlanlRolling Plans of BPCL have the formal ratification of 
Government 3l; envisaged in the above article, the CMD, RPCL replied 
d.uring evidence :-

"Every year an Annual Plan giving details of the proposed capital 
expenditure is submitted to the Government for approval. The 
Annual Plan is drawn up based on the corporate plan docu­
ment. The Annual Plan submitted by the Corporation is for­
mally, approved by the Gove.mment e~ry year." 

1.11 On the question of the need for Government's approval to the 
Corporate plan, the Secretary, Department of Petroleum opined:-

"We have examined this thing. My submission would be that the 
corporate plan is something which the company evolves within 
its management tool and as such, appro\'al by Government, 
may not be eithe.t necessary or even possible sometimes be­
causc, within a corporation, there may be an assumption tl)at 
certain expenditure has to be incurred in order t.o achieve a cer­
tain objective which has been listed in the corporate plan. Unless 
the Government sanctioQs that, Gctvt. approval is not nec-::~­
sary. Therefore, our view about the corporate plan is that all 
these companies should have a corporate' plan. Everything 
depends upon the view it company takes about the future plan­
Ding. It may be a five year plan or it can even be longer. It 
should be approved by the Board and they should send us a 
copy for our information. We are pursuing this particular po:.nt 
and we are hopeful that we will be able to bring about a d~ 
of uqiformity in the operation Of the corporate plans." 

1.12 Asked how would it be .possible for the Government to ensure 
that. die Corporate plan of the company is properly correlated to the National 

. y"", Year Plans without their apprO\'aI. the Secretary explained d~ evi-
deac:e :- ., 

M ••••••• The Five Year Plan and the annual plans of all . companies 
are really a part of the Ministrv's Five Year Plan and Annual 
Plans ........... The Five Year PIan concerns itself with con-
crete problems of financial ancI, phwical targets of J!eneration 
of resources and implementation of its projects. Within that 
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p1aD every year annual plan is prepared by tbe Government jn 
I:oDsultation with the PJaDDiDg Commission aad tbe Miatstry 
of FiDaDce, because it hllJ to go with the &pproval of t.be iDdi-
Wdual projects to be impl~ntcd witl.lln that ye~. Annual 
Plan is a more concrete form of the IIDplementatJon of the 
proJramJDCS which arc mcludCO in the Five-Year Plan ..... In 
the annual plans we' have to indicate the physical targets for 
prO<b:tion, financial allocations, manufacturing, aDd otber ex-
pcDICs, interest, depreciation, sr=ueratiOll of internal resources, 
etc ........ . 

Corporate plan on the other irclnd would be sometBing JDOre general 
and something different from this. It is not necessarily the 
annual plan or ,the aggregation of annual plans. The cotporate 
plan is essentially a managelDent tool to be used by the Corpora­
tion intema1ly and, there is coDSiderable sCope for using this 
tool for a better long term planning for the company's growth 
in various 'spheres such as persoDIlel planning, tninig, recruit­
ment and providing of other facilities, product diversification. 
marketing and new growth areas etc. . ... Whereas the Five 
Year Plan and the -Annual Plans have to be prepared by the 
Government and handed dOWn to the compllny for implementa­
tion, the corporate plan is something which the ~ompany will 
e\'olve itself as its own view of the future growth of that com-
pany. adopt it itself as a management outlay and renew it from 
year to year. 

1bere would not be much point in saying that the Government should 
approve the Corporate Plan because what the Government has 
to J'fOVe arc the financial pmjectioos and the financial and phy­
si~ targets which are there in the Ann\,lal Plan. If we make 
the Corporate Plan that wifl be something like the Five-Y car 
Plan or the annual plan, that will be unnecessary duplication and 
tile purpose of having a separate corporate plan win not be 
sarved." . . 

The witness inforDlCd tbe Committee further :-

"Now BPE is not involved in the preparation of corporate. plans of 
"ftrioUI companies. Thef only want that they may be iDformea 
dI. this, so that for do<:amentatioil purposes. they may keep 
eopies of them. RatilfiQtion by Government is not required." 

Productivity Targets 
UJ Ellquirei wliothOr ~fixes productivity targets in their RoWng 

PIau, the CMD, BPCL Bald :-

"We do fix taraets for .procIuctivity .0 !:O far 31 refinery is con­
C!:med. we. also fix the targets for tbC different oper8tions 
4ePCncJilig upon the Budget. On the l1Jarhrinlr side we have 
die sales plan ~ and accordin~ to the requirement we 
fix file targets. AD tltese are refteeted in the Annual Plan 
ad these are also rdlected from. year to year." 
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1.14 BMat Petro __ Corpontioo Ltd. is a wholly.owned Catnl 
GoftlllllleDt UDdertakbIg IIIId tile ~ to Burma-SheU Group Gl Co_ 
pules "JUdi \teft taba over fa January, 1976. The 10111 term objectiv,. 
ad obligatiOlll Gl tile ~ .. ve been formulated aDd approved by 
Go.eromeat oaly receatIy iD tenllS of the Committtee on Pubic Uacler­
taIdDgs' recomeJllDdatiOD coataiDed ill 'lieir 7Zad RepOrt (1982-83). 

1.1S The Committee's eumimatioo of BPCL bas revealed dlat oil 
c:olllpllllies have no UDiform 8ppI'OIIdt. to corporate plans. BPCL is reported­
ly baving a roDiDg plan ad IliDdllstIJll Petroleum Corporatioa lias • 
system of IDttp1lted Corporate plan for Ive yean, while IRdian Oil Car­
poration bas no Corporate plan at aD. BPCL and BPCL have beeR foDo,,­
inJ the practice tbey bad adopted prior to aatioaalisatiou. Tbe Com­
mittee re~ to DOte tbat the Govemm~nt did not cORsider it DeCeIS5ltI'J' 
after utioualisatiOD to ..mew this situation aud allowed old pnIcfices 
to continne in thUle oil eGIIIpIIIIies aU these years. Tbe Committee would 
IRJ!II! that a5 _ared by the P~ Secretary, the Ministry should IooIt 
into tbis question early with a view to evolve a common approarh to 
Corporate plans for aD the oil companies.. 

1.16 The Collllllittee are surprised to note that tbe IOC which lias 
been II GovernJlleDt colllplllly for Rearly two decades. nO'" 1103 DO Cor­
porate plan as I8Ch. The Ministry also appears to bave overJor.ked 100 
faiInre in tbis r~ thus far ud bas ath'ised the coDtpIUI)' to ~ 
a Cmporate Plu OIIIy recently. The Conunith.'e trust that tbe Minl!ury 
woahl ensure that the Corporate PIau of IOC is &naJised soon. 

1.17 It may be pointed out that as far bKk as 1974, BPE had i!lSUed 
snme gaideliaes in regard to prepamtioD and approval of Corporate Plao 
for eadI public enterpril1e. Under these guidelines each enterprise was 
reqab'ed to draft its Cotporate Plan.. get it formaUy approved by a Reso­
Jalion of the Board of Directont and send it to the Administrative Minis­
try fOr formal rati6aWoB. The Articles of Associafion of BPCL .Iso 
stipulate that uy pnposaJs 01' decisions of tbe company in ,oput of 
Five Year Plan and AImaaI ~ sbouJd have the approval 01 the· Presi-
deat. TIle Petroloem Secretary, bowever, expressed tbe "iew that approval 
GI Corporate I'Iac by ·Gov~t may not be either nec:ellSaly or even 
posIihIe. 'tlle Committee feel. fllat specific npproaval of Corporate P_ 
by Govenunent is Iletdla • ., having regar~ to the Deed to cotTt'late it with 
the national Five Year PIaDs aDd to tndlcitte the diredion that the co .. -
pany should 'ake. 



CHAPTER D 
PROJECTS 

.d. ExpllMion Projects 

This project provides for debottle-n~g of crude distiller. unit . ~t 
BP.CL Refinery and establishment of additIonal secondary pr0ces5mg facili­
ties to match the primary capacity of 6.0 m.m.t. per annum (m.m.t. p.a.) 
for any combination of Bambay HighlMiddle East crudes. 

(i) Cost escalaJion 
2.2 The original feasibility RepG1t for this project was prepared in 

November 1978 based on September 1978 cost data. This was approved 
by Government in December, 1979 at an estimated cost of Ri. 36.05 crores. 
The cost was re\Ued to Rs. 133.34 crores when a revised Feasibility Report 
was submitted to Government in November, 1981. This was approved by 
Government in June, 1982. The increase in cost which is about 270 per cent 
is atated to be due to increase in the scope and additions to the facnities, 
design change, escalation in costs, replacement schemes envisaged later 
and other factors. Asked how did the company justify the multiple increase 
in the cost of the project within a' short span of less than 2 years the CMD, 
BPCL submitted dUring evidence :-

'''There was no project planning cell worth the name at the time of 
the take over because there was hardly any inves.tment before 
the take over. Actually our experience in project planning was 
very much limited ..... The costing of the origina) feasibi­
lity report was essentially based on lump sum estimates as the 
process package for this was available only after the proiect had 
been sanctioned and an agreement entered into with the foreim 
licensor. But when the revised feasibility report was f'1'P17'red 
the process package had been received froID the foreiPD licensor 
and the ElL had carried out ~ de.siPn and a fair 8lJIOUDt 
of detailed engineering and ordering for the entire proJect bad 
been done. Therefore. it was pos~ible to revise and re-c:ali:ulate 
costs on a more realistic basis." 

2.3 When enquired whether at the time of preparation of the feasibi­
lity report many aspects were not taken into account, a representative of 
BPCL stated during, C\,dence :-

''The reason for enhancement is that the ~timate was not abCotu­
tely in order. There were certain aspects which were left out. 
One aspect was the number of jobs that would have been done 
by wav of replacements have now been inc1udl'd in the 
FeasibOity Reoort. The other II<"1)eCt is that we could not ~ti­
mate the amount correctly until we bact the licensed package 

6 
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and that we could not have till we had the Feasibility Rfiport. 
The magnitude of increase is due to various factors.· For ex­
ample, change in scope, additionlchange in engineering, replace­
ment which we would have done and the reasons like. undet· 
estimation etc." 

2.4 In reply to a question whether experts were consulted when the 
orlginal estimates were made, the witness said :-

I "We did do a certain amount of cross check of estimates both with 
lEe and with Engineers India Ltd. at that time." 

2.5 Asked whether it came to the notice of the Ministry that the pro­
ject yIanniJ!g and implementation machinery of the compaay was weak, the 
Secretary, Petroleum c:onc:edCd during evidence :-

"At the outset I would state that there were certain weaknesses in 
the original plan which was prepared by the Company- which 
was approVed by the Government ..... 1 must concede, later on 
it was discovered that there were several deficiencies in the 
original proposals which were prepared ........ That· explains 
the necessity of having to prepare a revised plan, which also 
resulted in elongation of the preparation and implementation of 
the plan and also escalation of costs." 

2.6 Asked what was the increase in cost attributable to each of the 
factors mentioned by BPCL, the company, in a written replv furnished the 
following factor analysis of the increase in cost from Rs. 36.05 crores to 
Rs. 133.34 crores (i.e. an increase of Rs. 97.29 crores) :-

Rs.Crores Percentage 

(a) Change in scope-additions 32.14 33.0 
(b) Chanaes during detailed ensinecring 10.S9 11.0 
(e) Replacell1ents 7.49 8.0 
(d) Omissions 0.34 1.0. 
(e) Escalation in prices 17.37 18.0 
(0 Under-i:Stimation 4.49 4.0 
(g) Provision for desilD cbanges etc. 6.99 7.0 
(h) llicreued provision (or continaencies 8.37 9.0 
(i) Preliminary eltpense5 2.40 2.0 
(j) Pre-production interest 7.11 7.0 

97.29 100.0 
--- ----

2.7 .Asked whe~ it would be possible to complete the project within 
the revised cost estima,te. the CMD, BPCL stated : 

"Except for price esdIlation we can confidently say that the increase 
in cost wiD be within 10 per cent of wllll.t bas been approved." 
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2.8 The SeCretary, Petroleum, however, $~ that .it w~ not possible 
to gil!: a Cll,tegorical answer to this. He, however, added :-

"But to the extent to which the COIJUJlitments .for ~e purchase. of 
equipment etc. has been made,. the sanc.tlon did .not .prov~ 
for escalation. Therefore, the estimate which was sanctlon~ 1D 
1982 may undergo a change wh~ t~ project is comp1e~ed but 
the order' of change would be within control bec'lusc sizeable 
investments have already been made and the cost esca1alons 
will not aJfect that." 

(ii) Time Ove"un 
2.9 The project which was driginaliy scheduled to be completed in 

December, 1983 is expected to be completed in October, 1984 as per re-. 
vised F.R. Asked whether the project execution would be completed as 
per revised schedule, the CMD, BPCL, said during evidence 

"I do not think we would be able to complete it by October, 1984. 
It is because we had strike in refinery f~r five ~hs followed 
by rain for three months. We have certalDly been'lIole to make 
up some time. We hope to make up some more time. In spite 
of all this we may be ~te by three months to complete it. We 
will be able to complete this project in January, 1'985." 

2.10 III 11 meeting between BPCL's Chairman and the Secretary, Petro­
leum on 3-4-1981 it was felt that scheduled period of completion which 
is genera;ly 48 months in the case of BPCL's major projects approved by 
the GoVernment was too long and a decision was taken· that all efforts 
should be made to cut down this period. In the expansion project of BPCL, 
the time expected to be taken for completion is over 5 years which is far 
too long a period. Asked how did the Ministry initiallv aopTove ·the time 
schedule of 4 years for this project the Department of Petroleum stated in 
a written reply that the period of comoletion of large refinery projects had . 
been reviewed as it wa. felt that a period of 48 months, for rroject execu­
tion was not unreasonable. 

2.11 Asked how was it that in spite of the feeling that 4 years period 
ViaS too long. the revised time schedule of 5 vearswas approved subsequently, 
the Secretary, Petroleum stated during evidence :- • 

"It was approved by the Government in November, 1979. but its 
im"lementation was delayed because in the process the licence 
qreement was signed as late as October, 1980. That resulted 
in delay in implementation ..... " 

2.12 The Department, however, stated in a written reply that .the 
~vised schedule lor mechanical cOmpletion was 48 months from Octobi:r-, 
1980 at whieb time agreements were signed for process design of licensed 
UIJfIs i.e. Octcber, 1984. . 

~ .. 



CUi) P~n of DPR 

.. 2.13 Asked whether the detailed Project Report (DPR) had·.been 
~ anc1. if not, the reasoDS for delay in this regard, the BPCL stated 
ill Ii written repJy as fo~ws ;-

"DPR is. normally prepared after tying-up the process liceDlOr, 
when detaiJedengineerilljl has sufficiently progressed and major 
items of equipment supplies as well as contracts are tied up .•..•• 
The time required for submission of the DPR should in our 
view" be anywhere between 18 to Z4 months ....... We expect 
to submit fheDetailed Project Report (for this project) by 
December 1983." 

:. .: .' 
.• 2.14 PoiIlti.ug out ~t DPR has not been completed for this project 
e_ . four· years after the approval of the project by Government the 
Committee asked whether the umegivenfor .preparation of DPR was settled 
ill consultation with pm as laid down ill the procedures'and what was the 
_ p:.riod. suggested bf pm. The Department stated in a written reply 
thai tbe revised cost estimates were' considered by pm on 11 th Febmilry, 
J 982. , The Committee was also informed that in para 15 of the minuta 
., the. mee~in& Secte:tary (P$oleum) mentioned tha,. in the case of 
Alfiuery project!; it would require 2-3 years to prepare DPR and it would 
.. be reasonable to expect submission of DPR .within a period of one 
year. 
(iv) InterNJi rate of return 

. 2.1S Asked ho~ did the internal rate -of return on the lnvestmentand 
the foreign. exchange savings compare with those anticipated at the time or 
initially 1IanctionhtC die project auj w.bcnrevised estimates were submitted 
to Government, BPCL furnished the following information ; 

Original 

Revised . 

IRR (Economic FE Savings 
analysis) 

3S.2 Rs. 18.8 crores p.a. 

24.S Rs.37.0 

The fiiures are, h~vCr, siated to be reaDy npt comparable because of 
the dJange in tile s~ d. the project itu:luding the inchJsion of replacement 
itfjms and aUgmeDtatl!>O of· u~ for the refinery as a whole as weH a~ a 
change in crude and Product prices over ~ 3 year period. 

(v) Import of technoloiY 

2.16 BPCL informed the Committee in a note that it has entered into 
¥eementsf,,! acquisition of technical know-ho,..- for. Refinery expansion 
~ MIs. UlllversaJ an Products Inc. USA at the licence and Engineering 
fees of over US $ 81akhs and for Sulphur Recovery plant from MIs. Com­
primo B. V. Holland at the fees of over DFL 1,44~073. Asked whether 
the . technical know-hows for which collaboration agreements have been 

8 LSS/84-2 
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entered into are not availahle indigenoudy, the Secretary. Department at 
Petroleum admitted : 

wSir this is correct that we do not have the technology for Sec;oa­
• dar)' Proces~ng Facilities project and Sulphur Recovery plant." 

. 2.17 Informing that Mis. ~niversa1 Oil P~oducts are a wen known inter­
natiolUil licenser a representatIve of BPCL saId :-

"They are the sole licensers for the treating units and of the accom­
panied process. They have provided the technology for the 
Mathura Refinery. They have also provided the technology 
for the Koyali refinery_ They are providing fhe technology for 
&1\ the four refineries expansions that are taking place currently. 
They ani capable of updating their' technology and we 
arc quite satisfied with their proven-upto date-technology, 
and that it suits our requirements." ' 

2.t8 In regard to foreign technology for sulphur recovery plant the 
witness said : 

"They (Mis. CllDlprimo) have provided technology for 'the Mathura 
Refinery; .they have also provided technology for the HPC 
Refinery in Bombay. There again we are satisfied that tho 
technology is satisfactory." 

2.19 Asked whether it would be possible to develop indigenous techn~ 
logy in these area~ after execution of these agreements, the witness said :-

......... .in terms of designing SlIch a unit we will of course not 
have that capability. For that we may again have to go' in 
for the foreign licenser for designing the unit." 

The Secretary, Petroleum, replied in this connection :-

"My answer to the question would be, that we are setting it up with 
foreign Iicencee. That does not mean transfer of tecbnology. 
We do not know the know-how or know-why of the design of ' 
that equipmel1t ..... SO far we have set up the secondary pro-' 
cess. facilities on t~e basis of li~ence of each plant; that means, 
we Import the desIgn. we fabncate the equipment set 1;1p; th~t 
does not mean imported technology. For import of techn~ 
logy conscious ellorts have to he made with tlie process licen­
len and agreement for the transfer of technology has to .be 
conclUded." 

2.20 Asked what steps have been taken or are proposed to he taken 
by Millistry to evolve indigenous technology in these areas and how soon 
would it be possible, the witness out1~ed the strategy in this regard :-

"In the development of indigeno\1ll technology, our view js that it 
is not so much a question of developing our own .indigenous 
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teclmology as of transfer of tcclmology and adoptiDg it to oar 
conditiollS. Our approach .to the pro~lem is that w~ should 
start from the point at which people mother countnea have 
already reached. For this purpose, the strategy to be ~pted 
for different areas di1ferent recipient organisations, should be 
identified who ~ make arrangements for import, transler 
of technology, its adaptation, indigenisation and so on, so 
that repetition of modem tec~~logy does not ~me ~. 
sary. The most suited orgamsatloDS are (1) Engmeers IndIa 
Ltd. who are our consulting engineers, or (2) IOC which 
has a research and development wing. We eropoae 
to request both these organisations and then to identify one 
for the purpose of transfer, indiJenisation an'" ~lIptation and 
development of these technologres. We are gomg to enter 
into a collaboration with a most adv8.llced orgaJrlsation abroad. 

2.21 The BPCL's aromatics project was originally approved by G0vern-
ment on 19th April, 1980. It envisaged manufacture of 61,000 tOnnel 
beozene and 16,000 tonnes toluene. The estimated cost was RI. 13.12 
aores and import of technology was· envisage4. One of the aims of the 
~ject is stated to be to reactivate the company's 2,97,000 MTPA cata­
lYtic reformer which has been idle for the past several years. In the 1Je.. 
ginning of 1981, the BPCL intimated the Goverilment that they propose 
to enter into foreign collaboration with MIs. Universal Oil Products for this 
project. While this was under consideration, ElL approached the Govern-
meat that they would like to offer their services utilising indigenous tech­
nolngy developed by the Indian Institute of Petroleum. After considera­
tion by the Scientific Advisory Committee of the Department of Petroleum, 
it· was jointly decided by Government, ElL and BPCL to accept the indi­
FDous technology offer. ElL completed its process design and submit­
~ • feasI"Di~ report throu~ BPCL to Government in April, 1982. 
This repor.: enVISaged production of 98,300 MTPA of benzene and 17;600 
MTPA of toluene'. The schedule for mechanic31 completion was irdicated 
as three years from the start of construction. The zero date, 
accordingly, was revised to August 1982. The cost was eatj.. 
.mated ~t Rs. 51.52 crorea. However, progress was effected because no 
mte£-actlOn was possible between ElL and BPCL project staff due to 
the prevailing industrial relations situation to BPCL. Based on the latest 
~or ~ata aud further CODSidcrat~on. changes in design basis in detailed 
~g became necessary. Revised approval to the project waS' issued 
m C?ctober, 1983. As a ~t of this exercise, import of technology was 
avoided, and for th~ first tIlDe domC$tic technology is being used. The 
foreign exchange savmgs as a result of reduction of product imports result­
ing from this project is estimated to be RI. 12.1 crores per annum. 

2.22 According to the original plan for the project completion would 
~ve ~n done ~ October, J984 The revised project, for II higher capa­
CIty With domestIC technology is expected to be completed in April, 1985. 
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cxpenditure under major heads of accounts and we eosure that 
~ is IIlIit.. in 1iDe. That is basically the JDODitoriDg 
.aa-&bat w;ii;e'loUIl oubDajar projeclS." . 

. . ... '''1 ' , ' : •.. " ". " 

2.25 Asked whether further escalation in costs of projects mentioned 
at St. Nos. 2, S, 7, 8-11 above wBs not anticipated, the witness stated :-

.~ .. t- .~ .!. .: " .... 
"In so far as item Nos. 2, S, 7, 9, 10 are concerned we do not 
• expect 1D8jor variations . in cOst except for reasons of J!rice 

estabition ' due' to iDftlIItiomuypreaaures. In so far as. Item 
No '8 is'concernedbecause'of tile' mishap in 'the' IOC 
Sffalc:Btbdtiptairr:we arebaWti afCvj.!w of the design of tIje 
bottling plaDts.: I'll: tbat ·cont.xl, tJJere may'1;e sbdie '\lana:. 
tion in· cost which is not yet known." 

D, Project P14nning Machinery 
2.26 BPCL informed' the Coinmittee in a Written note that taking 

cogDizance of the need to imprOve the reliability of' Feasibility Reportll 
and illso to cOordinate and centralise certain' aspects' of this activities, 
a Project Planning and Co-ordination Cell 'WaS formed 'jltthe' Organisation 
in Mid--1981 at the Corporate level and is considered adequate. This cell 
prCpares'the Iequired' FeaSibility Reip'0rts. r lfbe'·scbpe -of"work '.' the 
Project Planning stage bas also been inCreased' to ensure better coat esti­
mates and time schedules. It bas been-stated further thaHt- jl'P~L's 
Ibte)ltion that all Peasibility Reports will be prepared only aflel'. sufficient 
}JnIfiminary 'engineering work is, carried -otit to' pertriiHhe preparation of 
bIldgelliry oost 'estimates, based on process . low' , diagramS~ preliminary 
P&ID's, equipment list etc. so as to ensure tliat estimates and time sche­
dules are realistic. , , 

2:P Aske4 whether the Ministry was satisfied about the adequaC)' of 
~ project planning'and'implementatioJr ~inery tlf ·t!te~, t ..... 
lWInIItrlfiRfornied in a post evidence reply as' f01J,ows :_' ..... - • r--
.:, . .r "r I .... • ~. ". . . .. . ... '. _ 

"Wpenever important large scale' expansions are considered an cx,:, 
pansiori' cOre' group ~ 'crea~ect ~~.' tbe :OrSBDiS!ttiiSii t;y'1lriw .. 
log: officers from vanous dlSClpl!1les mvolved lor pretJariltioi! of 
estImated, supply demand b81ance, etc. A poSt of 'Gerli:nll 
Manager (Planning and Management) SerVice iiI 'BPCL·liis 
~-been created in ~he r$ery. ,'JJljs is considered lUfequate. 
Incldent~y, the wpOJe issue--of tJie prepara~Jt"of feasibilitY 
reports' and eSc$tIon in' costs Of' i'efjliery pti)~s' was' entWfS.. 
ted to a swqy group to review these 'aspeCts and make' Cijpr_ 
prehensive fCCOlDIDeDd8tioDs.1Jtis rejlOrt' '~'oeeA"feceiVeG. 
~e some of t~ reco~~4ations have already lleeD' act6d 
upo~, the '!eSt, ot It are beJDg proCeSsed fo.r acceptanceby'tfJe 
Cabinet. 8eeretary (P) lHIS :alsOaddressed a 'fetter ~to 
Chief Executives te ensure' creatIon of'Ptoject ~rlini!' .,' 
It~ by releVant·&cip1ines.lIe8riDg'ifi.iniilcf,·tbeP.~ 
.c~~. byppq..·to 4ate-on thiS. pmjUt- despj.te.·~ lOii 9l'a 
~ of. ~ ·~tbs of constructioo"iCiivitj' Ui..-J~2." ~ 
~ ~.~ ~ ~,q···ftIis ~.~.~~ 

'. .. . 



project planniDg/executien/cost contn?l mac:hanisms and baTe 
developed expertise and capability to handle very large pro­
JeCtI." 

E. Proiect Clearance 
2.28 From the infonnation furnished to the Committee. i! was o~­

ved that the time taken by Government for clearance of vanous prOjects 
of BPCL ranged between 7 and 21 months in 11 cases. Asked what were 
the main reasons for undue delay in Government approval for projects. 
the Departme.nt informed in a post evidence reply :-

"after a Feasibility Report i, received, it is circulated for scrutiny 
and comments by the various App~aisal AlJlncies. Disc!1s­
sions are also held with the Corporatton concerned for seekmg 
necessary clarifications on the querios raised. by the apprais~ 
agencies, whereafter approval of the PTB IS sought. This 
process sometimes takes more than 6 months prescribe.d by 
the Ministry of Finance." 

2.29 Enquired whether the time taken for clearance by the Depart­
ment cannot be brought down to at least six months as prescn"bed by Minis­
try of Finance, the Department stated in a written reply that :-

"Ministry cI. Finance has suggested tW;) stage clearance of projects 
in order to reduce the time taken for giving aPI-roval to projects. 
This proposal is currently being examined by' the Govern­
ment." 

2.30 Six of BPCL's new projects are stated to he under active consi­
deration of the Government. These are (i) Bombay-Manmad pipelines, 
(Ii) Capth-e Power Plant, em) LSHS Export Pipelines. (iv) Additional 
Crude Tankage (Indigenous), (v) C3/C4 Separation and (vi) Augmenta­
tion of Product Despatch Facilities at Bombay. The Committee have heeD 
Informed by BPCL that the Feasibility Report for Bombay-Mamnad pipe­
lines was submitted to Government in November 1982, for captive power 
plant in December 1982 and for C3/C4 Separation facilities in February 
1982. These projects are still pending clearance by Government. 

2.31 ODe of the mator projedll Ulldertaken by BPCL WIL'I aD nptIII-
.. project wIIldI proridecl for debottle-aecIday. of mille dishller IIIId 
IDstaIIatIoa 01 IIddItIoaaI IIeCOIIdaty ~roces~1II facilities. This project 
wIIkII ,.. estt-ted to COlt Rs. 36 tTOft8 WIllI apprond by GovenmteDt 
fa December, 1979 on the ... do a Feasibility Report CFR) prepIIftd .. 
No_w. 1978. As theft wen admittedly llel'enl defideades ia the 
FeaslhlDty Report • remloa '*- DeCeSSIII'V In November 1981. 'I1Ie 
reTiled cost of the expansion project WIIs Rs. 133 crores, whkh worlted 
oat to .. ID~ do 270 per cent. or All! ~ price eBCaiatiOD, llllder­
estimation, omissions, ~ provision for C'lJIItiligendftl etc. at'C(JUBfed 
.... lb. CO mJftI whkIt II eftII ~ th.n the orIgh-.I ~ do the 
project. C ...... In 1ICQPe. cIIIItps dmiIIg detailed ~, pro9illioll 
.... ~ cItaJItM ad ~ a1IIOIIIIted to Its. S'7 croftS. ~ c-... 
.tHee lIsT, ptIMftd _ .......... ftIat the project had beftl IIIInId!ec 
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.., tile aJBIlIIIIIY ...... developiDg aetessary eapahilities. TIle C.,....,. 

...... pmject ........... c:oordiDatioa eell oaIy iD mid-1981 Dearly 
3 )eaa alter prI(J8l'IItioa of tile orIgbuIl FR iD this cae. 

2.31 ObvioDSly, eaougIa care WIllI DOt uenised by (lovemmeat .f,o 
dIecl die correc:taeII of cost estm.tes IIIIIde iD the odgiaal FR aor "'as 
IIIIf Idtempt made to __ tile .ectiYeaeSli of project plalmiag 8IId imple­
..... IDIIC:biaery in BPCL before saDl2illlliDg this major pro;c,ct •. Ad­
arittediy there were !leYerai weeIrDe'lSeS in· tile project piau approved by 
Govenuaeat. TIle Cammittee trust that GoYenuneat wiD take c:are ill 
future to see tba1 Feasibility Reports lire reliable aad tbe oost estimates 
rea6stic. The Qommittee bave beea iDfonned ia tbis t:oDDectioa tllat a 
Study Group wldeb weat late tbe que..uti'lll of preparatioD of feasibility 
reports ad CU8I eICII1atioD ia refiDery projectJI bas submitted its report. 
TIle Committee desire that tile actioa taken thereoll be intimated to tbem. 

1.33 De CoDBDittee are also UDbappy witb the equally unsatisfactory 
perIonmutc:e of BPCL fa reprd to execlItioll of tbis expanswn project. 
Tbe COIIIpletioD schedule of the project bas uadCl'J!One revision twice. 
Aalordiag to tbfo origioal &dteduIe the project sbould b:l\"C! been completed 
iD Deamber, 1983. However, as there was delay in eateriag into liceace 
apeement whicb took about 10 montbs after SllDCtioninr of the project, 
the cmapletioa IICbeduIe bad to be revised to Oetober 1984. In the JDe8II-
tt.e • moatbs coastrudioD acttrity 1l'IIs reflonedly lost due to 5 mODtbs 
re6aery strike foDowed by 3 IIIOIIdIs' heary IIIOII8OOD period. As a result, 
the project is DOW expected to be completed ia January 1985. 'Ibe 
Committee 1IIOUld Ike to be IISBIIftd tbat there shaD not be Bay furtber 
dellly ia the completioa of tile project. 

1.34 The Committee fiDd that Detailed Project Report (DPR) Wtl!l 

ROt ready eveR four years after tbe approl'al of tbe expansion project by 
Govel'lUllellt. Ia BPCL's view, tbe time reqllired for submission of DPR 
II be\weea 18 to 14 mouths. Aceorcliag to the MiDistry it would require 
1-3 years to prepare DPR in the cae of refiner.V projects. Tbe Committee 
~ tbat the ta limit fw prepa'Il60n 01 DPR in, tbe ease of refinery 
prOject!l should be presaibed by the Department of Petroleum in consul­
tatIoB with Public Iavestment Board. 

1.35 De ColDIIIittee are coaceraed to note tbat no indmeuous tedJ.­DO. Is available for IJeCOIIdary prot:essin2 fadlities aDd 'lUlpbur recol'ery 
plaats. BPeI. hac eatered into agreements for 8I:qoisition of technical 
bow-llow for refiaery expaasion fIom MIs. UDive1'9!l1 Oil Products Inc. 
USA ad fur ..tpImr I'eI.'OYeI'y plllat from Mis. Comprime BV Holland. 
'I1Ie 8(111'eemeDts, boweYe!', do DOt provide for transfer of tecbnolof!v. 11IUI!I 
au far tbcre seem,. to bave beeR Do attempt at iadigeaisation. On tbe ques­
tioJI being taken up by this Committee, the Ministry promised to evolve 
• slrlltegy iu order to icIeatify the areas in the refining field for transfer 
of teduloIogy, Its adIIptatioa aDd lDdigenisation, The Committee desire 
that a comprehensive review to identify the areas needin2 illdegenisatioa 
of tecbaology In the 00 refiniag field should be undertaken on urgent 
... aad a time bomtcI progr8DRIIe evolved for IIWift 8I:fion. 

1.36 WbiIe cIeaIbIg witb tbe question 01 iadiaeaoas techno~y the 
CltIlIBIittee auDIOt help UWWiIitIItiag on the way the GOYemmenf and 



16 

2.37 At tile iostIuK:e 01 the Committee, Miaislry of FlDlUICe bas 
pr8ICdbed. ,1_ IiIIIit of 6 IDOIIJIB for clearance 01 projeets'bY GonG­
..... Tbe Collllllittee DOte tlud tile Government _ 1JIkeJ(o IMinn!1!II ''7-11 
...... III 11 aIIeII. Six ~ BPCL'. DeW PI'Djei:ts are reported to be await­
~'~ frcnn the Govenuaeat fw more thaD QUe year. '(be fea!libility 
RIDort of C3!C4 ...... D fadlitiesproject was submitted to Govl'l"lilllietat 
fa trellrilllry, 1982.; Le. over 2 yean back. 1'Iaough Department 01. hfro­
.... lIMe npIIIMd Ia • -*e IhII ... iDvolvedin Ole matter .,,'rlear­
Imft 01 • prej«t, tile CoauIIIttee &iI to Ullderstalid why it ~ takilig' mdre 
...... 2 yeus to bib • ~ _ the issue. The Committee Dote tlmt 
t_MlaIstry of ......, 118ft l!IIIgIeIted two stage clearance of prOjecf!tiD 
ank!r to reduce thM ... fw 1IIi~ approval to projel'ts. They tmst 111m 
proposal wID be 'es:uamed bf tile Deparrment of Petroleum quietlY IiDd 
...... Me pl'Oc:edld eonthed for IfviaI dearaDce to tile project 'fVItbin tile 
1IIIalmmn time pDIIIbIe as sa ... by FiunceMiuislry. '" 



CIIAPI'EIl m 
C .... •• ... ' c: ... .,: ,f' 
PRODUcnON 
" ':. 

A. C~ity Utilisation 
3.1 Tbe figures of installed capacity, achievable capacity and per-

centage . of capacityuti}isatioo in;BPCt."s Refinery and :l...Qbricating Oil 
Blending (LOB )~s at Bombay and ca,lcutta du!'D~' 1976-83 were 
iIs'giVeta. in the tabkbelow :- "'. ' . 

" -,------ ----_._---- ------. __ .. _-
Year Installed Achievable Actual PercenlaF Utilisation on 

c:apacily capacity production ---------IDstaiJed AI:hiovabio 
.c:apacity c:ap'adty 

MT MT ~~ X, 
--_. __ . 

2 3 4 5 6 
• ----_.,-

Bombay Rejillrry 
1976 52,50,QOO 47.25,000 37,50,000 71.4 .79.4 
1977-78 S2,~,~ 4'7.25,. 45,12,oDe 85,9 9'.5 
1978-79 52,50,000 47,25,000 46,93,000 89,4 99.3 
1979-80 52,50,000 ~7,2S,OGO 48,:U;OOO 9l.. 102.0 
1980-81 52,50,000 47;25,000 49,01,000 93,4 183,7 
1981-82 52,50,000 47,25,000 49,99;000 95.2 10S,8 
1982-83 52,';0,000 47,25,000 44,85,000 85,4 94,9 

WB Pm,,', Bombay 
1976 75,000 67,500 52,200 69,6 77,3 
1977-78 75,000 67,SOO 45,. '9),7 67,4 
1978-79 '75,000 67,000 55;000 73,3 81.5 
t979-tlO 75,000 67,500 54,400 72,5 80,6 
1910-81 75,'\100 tit$O 57,660 t6,' 85,4 
t9IJ.I-82 75;000 '6'7,$OiI 50;400 67,2 "',7 
1982-83 75,000 67,500 54,800 73,' 11.2 

LOB PitJllt, CaI.:utl" 
~~ , 

1976 15,000 13,500 5,300 35,3 39,3 
1977-78 15,009 13,500 5,580 37.2 lit ,3 
1tft..79 C5,OOO 13,sOo 8,140 54.3 1ib,3 
1979-80 15,000 13,500 9,690 64.6 ,l,8 
1980-81 15,000 13,500 10,220 68.1 ",7 
rt81-112 15,010 13,500 13,250 88.3 98.2 
11I1-1J 15,CIOO 13,500 16,970 l1U W,7 

(i) Bomba> ~efinery 
3.2 The' COmmittee observed that the capacity utilisation in Bombay 

Rdiiac!ry' badbeeJJ steadilyimproviag frOm 119{".jn 1976 to reach 95% 
~ ~~~~-~2.' 'k,' ~owove.r; ~~.,~ to ',S5% m '4.?~4·~; Asted what 
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cuctly were tbe reasoDI for low capacity utilisation in Bombay RefiDay 
during 1982-83, the CMD, BPCL stated : 

"lD so far as the retluery part is concemed, thoufl the iDstaJ1.ed 
capacity is 5.25 million tonnes, the actual achievable capac1ty 
each year is adjusted to take note of the annual tum roUDd for 
mainteDance, which is required once in 18 months to 2'\ 
months depending UPOD the Unit. On the basis of number of 
days working, the quantum of intake is adjusted. lD additioD 

. to that, we are deducting another 5 % of the capacity. for 
unplanned or unscheduled shut doWD. Bas~ OIl that, the achiev­
able capacity was fixed at 4.87 million tannes. Similarly, for 
the year 1983-84 we have fixed the achievable capacity at 
4.833 millioD tODDes and we expect to achieve ~hi§ target." 

3.3 E.,;plaining the reasons for the fall iD capacity utilisatioD during 
1982-83, (jne of the represeDtatives of BPCL stated during evidence :-

"But in 1982-83, it has beeD somewhat less because of the unfor­
tUDate strike which lasted for about 5 mODths when the manage­
meDt/staff operated a part of the refinery. Barring the sec0n­
dary processing which is more complicated, the entire Itaff 
wa~ put in to operate the primaJly processing so that the 
major Deeds of the area could he met." 

3.4 Asked what was the productioD less OD accouDt of the strike, the 
CMD, BPCL iDformed the Committee :-

"17000 tonnes per day is the maximum achievable at any pIU1icuhu 
time. The average comes to 15,500 tODnes per day. That is 
the rate at which we budget for the whole year, taking note 
of the shut dowD period during the year Cor maiDtenance. 
ID this background the less of throughput comes to baout 
3500 tonnes per day." 

3.5 The Committee were informed by BPCL in a note that disposal 
of LSHS has posed a serious problem and OfteD has proved to be cons-
traiDt OD B.H. crude throughput. To reduce the impact of this problem 
BPCL has recently commissioDed the facilities for rail movement of LSHS 
to UPCOUDtry Power Houses aDd other customers aDd has planned facilities 
with a view to export to the extent feasible. Another item which repor­
tedly faces the problem of disposal is High Aromatic Naphtha which cannot 
be absorbed locally. It has been stated that the only available outlet is 
oxport. 

3.6 Ased what was the quantity and value of these products produced 
by BPC.L and what was the extent of surplus over demand, a representa­
tIve of BPCI. informed the Committee dunng evideDce :-

''1be figures are like this; for LSHS, our CODtracted productioD 
for the last three years has averaged around 900,000 tonnes 
per anDum. and our actual productioD has varied from 8,01,000 
to 9,01,000 tonDes in 1981-84 ... tl:.ere is no real surplus, as of 
DOW. The surplus of LSHS is Nil ID 8'0 far as heavy aromatic 
naphtha Is concerned, our estimated production for last year was 
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793,000 tODDes, and the actual production 297,000 tom;ies, 
1uIeJy arising from the lower crude ruu of Bombay High. 
because the Iefinery had been shut for five months; and 'tho 
export quantity was 57,000 tonnes. For 1983-84, tbe 
heavy aromatic naphtha is estimated to be 799,000 tonnes and 
the actual production expected is 741,000 tonnes. We ex­
pect to export a very' large proporation 0 £this, viz, 600,000 
tonnes. The value that has been realised for export of heavy 
aromatic naphtha is about $ 270 per metric tonne." 

3.7 Asked whether any study had been made of the e~port p~tential 
for these products and if so, what are the prospects, the WItness saId :-

"A survey of export requir~e!lts for LSHS. has been done. I 
believe a market for thIS klDd of fuel eXIsts. The first con­
signment exported from Vizag fetched a price of about $ 150 
pu tonne." 

3.8 As regards, the high aromatic naphtha, the CMD BPCL stated 
duriDg evidence : 

"WI! arc exporting it over a number of years now and that problem 
has been solved temporarily. We will be able to resolve 
this problem in the next year or so." 

(ii) LOB Plants 
3.9 From the information furnished to the Committee for the periocJ 

1976--83 the Committee observed that the capacity utilisation in LOB 
plant at Bombay has been considerably low all along, varying between 
61 % and 77%. In the plant at Calcutta the capacity utilisation has 
been gradually improving from the bottom 35% in 1976 to reach the 
level of 88% in 1981-82 and 113% in 1982-83. 

3.10 In connection with capacity utilisation in LOB plants, a represen­
tative of BPCl stated during evidence :-

"Regarding lubricants. the BPCL unlike JOC and HPC does not 
bavt the base oil which is lfYailable at three places, that is, 
Bombay, Madras and Hatdia and in small amount at Digboi. 
So, the arrangement that we have with other oil companies is 
sub,ject to transportation bottlenecks and the opeflJtionat bottle­
necks. ~f there are any transportation bottlenecks. then our 
availabilIty gets aftected.· To that extent our utilisation of 
the bottling plant capacity also gets adv~ely affected." 

3.11 Wilen enquired. what remedi~l me~ure.s have been lakenJ'pro­
posed to be taken to achIeve fun capacIty utfllsatlon, the witness said :-

"Tn regard to lubricants speciaDy, there is no particular action that 
was n~ssary. Although the Jicenced capacity is not being 
fuJTy-utUIsed, the allocation of lubricants as made available 
to us for sate we were able to manufacture and disin"bute. So 
far .as Calcutta is concerned, w~ did have operating problems 
whi~h we, have overcome by Instal1ing our own generators 
there, by instaDing 2-line filling machines and by improving the 
avaHablity of small containers, etc." 
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. 3.12 ,Eoquiled wbether the UDder utilisation of ~pacity of LOB ~t 
III Bomba)" came to the' nOtil:lecf the ()ooYerDJDeDt Ut~ oourse of the 
~::c1teVieW MeetJa,liaDll'it 10, 'when andw~ ~ the Depart­
ment"'ibot·taaerueve ftjJ;Utilisationof capaioly' in·B~ ~ Secretary; 
r.~~etlID. s~ed ~UriDg«~~": .. ., 

"The position is ·that the level of production m the plant depends 
upon the mam!t deuiand and"tlie:'e'iplaaatiOll fOr under-utili­
salion is the deptessejl !market deDiftiiit.' ·All·tbe lubricants 
plants in the cOUi1try 'have' woritbd to· lesstbaD the normal 
capacity because of the less. demanct" . . . 

3.13 When ask~ whether the ~nder utilisation of capacity was deli-
berate, tbe witne&S said : ''The answer is, yes." . ." 

3.14 When the. Committee pointed out that according to BPCL tbe 
oon-availabiJitl' of base oil was tbe main reason for low ~ty utilisation, 
tbe witness said : 

"Certainl~ with tbe supply of more base oil, the BPCL can work 
to full capacity. But to that extent the otberplants (of'IQC 
and PCL) ",ill have to be stopped." . ; , • 

3.15 Asked why then excess capacity was created tor LOB, the witness 
said: ..... '. ' 

"Much of this capacity is what the old companies before nationin­
sation had established)' 

He added further: 

"To an exten.t there has to be .some capacitl in ~cess of tada)"s 
demand bec:ause new capacity canoot be establ1shed oveml.t. 
Therefore, under .utilisation· of the capacity ~t/) saine ·cxteftt·1s 
not solllething alarming." " ,. . 

3.16 Asked whether export possibilities were explored, . the Secretary 
retroleum explained : ., 

"About the export possibilities, the base oil itself is imported 8nd 
wb~e ~ importeleBleJlt is. cousiderably high; we do not 
cOnsider It as· a good export Item. Therefore.·this possibDity 
was nGt considered.'" . ,- .-

3.~7 In a written rep~y furnished after evidence, the Department, how-
ever; informed the Committee as follows· :--' .. .. 

"Export possibilities to Middle East, Sri Lanka, etc. were investi­
-gated. Though Government,·grantedin 1976 exemptionirom 
PPA andC&;F surcharge on LVI oils llSed In greases for ex­
port, no export potential c:Oli1d be generated." 

. ,,' .,' .,1' I . " • 

. 3.18 '!hen enquired about the need for the import of base oil the 
WItness said- :- . . '. .. ' 

"Out domestic JJ!oduction of. base oil, is not suOicient, To the 
extent to wJUch our req~~~ts exceed ~ .domestic produc-
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~tgndJ~~ ~i~im~= ~:= i;:~t i~= 
do_icaDy produced." . 

. . 3.a fu"re..id·tP :.cWl\y ~~d~. QL~Pct.. LOs ~ts duriDg 
1983-84, the Ministry informed in a: ~tten replY : .' 

.. k ~gai~i iil~ ~ai~s pi8~ eniit:Jcment of 89,000 tOJlllClS, the licen­
sed blending capacity of BPCL· is 90,384 t8DlleS· .(~ 
60 384 aai, CakNu.a W,oQQ) '; .:~ ut~t~OJJJs.abQ.olit 100'10. 
At'the'.tiae at· take over the biendiD.~ p1lint capacity utilisation 
was about 60%." 

B. Cost of Production 
',.'~J -; .~i·· . • t • :.sl ':1 :.:;~., 'r',( r'~1 i~ , '. ~, .:- ..• 

. . ·.03.20 :;rhe figures, of QP.S* Qt. ~~0Il. fo~. 197,8~ 79. to 198~83' tom-
;.hi wall. the pn>YJIliQII8l:~d8rds as furnished by BPCL (July 1983) 
'a.'"C given in the statement below : 

, , .. \ 

1. Crude oil Cost 

2.Fud&:Loss 

3. R.e&Dins Costs 

: .. : ; 

COST OF PR.ODUCfION .... : 
(Its.. in ermlS) 

. _It •. 
1979-80 1980-81 1981-82 19112-83 

Standard Actuals Standard Actuals Standard Actuals Standard Actua1s 
(Provi­
sional) 

387.81 3~~.f6 581.56 583.8~ 797.46 797.84 768.41 767.89 
," "j 

18.96 19.03 • 30.26 30.38 J 39.91 39.93 36.93 36.91 

7.35 14.22 7.36 16.77 14.33 15.04 12.85 16.50 

414.12 422.51 619.18 631.02 85).70 852.81 818.19821.30 

. 3.21 The. difler~ntial in Crude Oil cost is stated to be mainly because 
of certain· adjustments Rquired·. to be made under the priciq diaciplliie. 
In regard to Fuel aild loss it has beeD alated t_aldlough theStaDdald 
wp fiJ;~~1:a~ 5.tH%, Jor. tbe years 1979-80 al!d 1980:-81 And 4.70.% from 
l!i!81~82 OI)"\'lU:dl',.(prov.isiqnal), the a~tuals were lower, except in 1981-82, 
resuhing in savings iii overall production costs as follows :- . 

. i,. ',~.. ! ,~." i~": ".. p; '.'; 

1 979-80 1980-8. 1981-82 1982-8.3 

(Provisional) 
4.69 5.30 (0.56) 0.92 

.3,i~ The Con:mrittee, howev~,observed. that the actuai refining'- ~tS 
Qf~PC!- had.been about; 100% higher than the provisional OPe standards 
cjuf!n~ .9~9-fro ~ 1980-81 and about 25% hi~ during J982-83. The 
varliltiOD III refinmg. costs is attributed to provi~ior.;ll stan~rds having 
~DI;,asedon the 1975 cost dilta and to major renewals and replact-ments 
of equipment anel facilities on revenue account. 
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3.23 The Committee enquired whether the proivsional s~ ~¥c 
.,t since been revised and if so, how the actuals compared WIth the Ieriled 
ItaDdards. A Icpresentative of BPCL said : 

''The provisional standards have now been Ievised w.e!. 14-198l. 
lhe ac:tuaJa arc RI. 30 and Rs. 34.76 for 1981-82 ad 
1982-83 Rlpective1y as &pinst RI. 28.69 or RI. 29." 

3.24 Asked to explain the reUoDS for the variation during 1981:.s2 
aDd 1982-83 the witness said :-

''The Corporation has not been provided with details of ~alculation 
of Rs. 28.69 with the Rlult we have not been able to identify 
in which particular element the inc{ease is there." 

3.25 Consolidated printouts which compare actuals with talgets both 
OIl monthly and cumulative basis are reportedly circulated to top manago-
meat and any abnormalities are investigated and remedial measures taken. 
The Committee asked what were the abnonnalities noticed during the last 
four years and how soon they were Corrected. Indicating that there arc 
:3 parameten' viz. capacity utilisation, fuel and loss and yield pattern which 
arc being looked at by the Director (Refinery) and the Technical Audit 
Staff on a day-to-day basis, a representative of BPCL illustrated the 
fUDCtioning as follows :-

"For example, we talk about our capacity utilisation which should 
be something like 15,700 tonnes per day. If that is not pr0-
cessed the manager has to take corrective action to see what 
bas gone wrong and which plant is malfunctioning. It may 
be -maintenance problem or operation problem. This has to 
be overcome ..... In the case of malfunctioning of plant, t1Ie 
corrective action has to be taken immediately. If there is a 
·variation in the product-pattern, i.e. we arc expecting 'x' quan­
tity of LPG and that is not coming through, then the operator 
or the manager has to look into it immediately and take correc­
tive action." 

3.26 The witness, however, informed the Committee that no record 
wu kept of such incidents as it was a continuous process. 

3.27 A review Committee constituted by Government in July, 1983 
to make a comptthensive review of costs which form the basis of current 
pidnlt amqemeDta of petroleum products and other related issues is 
expected to submit its report by April 1984. 

C. Value odtled 
3.28 The· Committee observed from the information furnished to them 

by BPCl that the value added (at constant prices) for man month in 
BPCL refinery was steadly declining from RI. 83 laths in 1978-
79 to Rs. 6.16 lills in 1979-80, Rs. 5.80 laths in 1980-81 
and Rs. 4.98 lakhs in 1981-82. Lower value added in 1981-82 was stated 
to be bl'C8use of stnlte by the employees from mid January 1982 to mid 
June 1982. Asked what precisely were the reasoas for declining trend in 
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nIue added since 1978-79, one of the representatives of BPCL stated 
-iDI cvidenc:e :-

"There are two reasous. We had to make large scale ICCIUitmeDt 
for taking care of retirements (and dcpart~s).. Secon~, 
the recruitment was undertaken to meet requuements of addi­
tional staff for refinery expansion project ..... The second facto.f 
is that with the progressive inccease in the ~ of the 
Bomba¥ High Crude we have increased production of LSHS 
which IS a low value added product. We do not have the 
matching secondary processing facilities. It is for this reason 
that the refinery is being expanded. These secondary pr0-
cessing facilities are being put up so that LSHS will reduce 
and will have higher value products." 

3.29 Asked what would be BPCL's lItrategy to reverse the dec1ini1ig 
tftIId of value added and improve the productivity, the witness outlined :-

"We have two strategies. Firstly the expausion project which pr0-
vides for adeq\J8te secondary' matching facilities and wOu1d. 
enable us to increase the qlJllntum of crude throughout; We' 
would also get high value added products. The other aspect 
is that the Bombay High crude has got high aromatic content 
and this project is being simultaneously implemented so that 
we can produce benezene and toulene which are high 'v!llue 
added' prodtEts." 

3,30 Enquired whether any value added estimates have been made in 
the DPR of the expansion project, the witness said, "In terms of lOaa­
months we have not calculated," . He, however, mentioned : 

"We estimated foreign exchange savings of the order of RI. 37 
crores per annum or something like that. This is ~he value 
added one can say. This will come into effect when tho 
refinery expansion project and the secondary matching facilities 
come IOta operation in January 1985." 

3.31 The Committee noticed discrepancies in the figures of value added 
per man month of BPCL furnished by it and those indicated in the public 
Enterprises Survey of BPE. The relevant figures furnished by BPCL and 
those noted from public Enterprises Survey are as follows :-

Piau- furnishod by BPCL (Rs. i~ lakhll) 

PIpres noted from BPS Survey (Rs.) 

Value added per mau-month 
1979·80 1980-81 1981-12 

6.16 
13,487 

S.80 
14,960 

4.98 
14,466 

3.32 As~ed tl? clarify. the reasons f~ the discrepancies in these figures, 
BPCL SUbmitted 10 a wntten reply furnished after evidence that the value 
added figures, as per the BPE Survey Report represent the total 'Value 
Added' by l;he Cor;P?':8tion in the year on an integrated basis (i.e. Refining 
and Marketmg actiVIties), wherw the figures furnished by BPCL represent 
"Value Added' per man month it constant prices for the Refining activity 
only. ,,-. , 



24 

D. Waler Pollution 

,;i.93 The'~ BQII[d for the ~ven,ion. and ConWI 'cf ~­
~"(CBPCWP), 'Now Delhi. have .reportedly propoRd mmllnal 
~hta1Jdar4s (MINAS) ·on ellluent,5 from ~ Refineries ,both in con­
~jOlt 8ftd ~D.tum _'" ; W.bjIe .. BPC. ~ meets die .concentra­• .liDQt.. pr8pNiDcl. in MIN~ the. quantum ltmits of poIhltlons per 
taqae of crude prescatecl,·by the CBPCWP. which are more stringent an: 
not met-sieee the RefineJy"desPd: in the early fifties, uses sea water on 
oice-tbroujb basis for RefinerY processing. . . . 

~ '.' "'.... .' .... "". . 
,;.I~ p,;a.mg att~Dtio~ to the pmss reports ,wbK:h "a&q4. t~at B~ 

refinery has been found ti9l1atiug, the (lOIIta1 watQn tbrealCDID' fishUI& 
and cont.act water recreation aroUBd· there,. that, tI» ~tral Board 
allier <& ;iurvey ~f ~ .refi~ry's waste water discharge into the sea, bas 
directed :th .. *. refinery shop)d ,~ither reduce Us··waste· water discharge 
~.fIII.pr.a. nge for .better m«:thods of waste water treatment.. ~~ 

5·~.e(! ",h~ wcre·tbe·findIDg& of the Central Boaa;d.and what.spccific 
..• ' .' .~ by them in this reprd. A representative of BPCL 

stated . : 

"'tids'bOard has gone iDeo .details: of ..... the ~~ic:s and follDd 
that in many cates including . .the BPCL; the efII\Ients standards 
are not met as far as the quantum limits an: concerned. 

Sir, all. these refineries have been originaD.y dt:si~ and BPCL 
W8S0IIC sucliJcoastahefinery. for using a sea water.as cooling 
medium., ... The ·standards that have been. esiablis'bed ~.lier 
is t-he COIICCDtratioD limit. This means, ooly a: few ppm of oil 
can. remain in the water and go into the sea which we are 
observing even now. 

B'~i ~ Ja~esl develop~ent suggested by the MINAS Standards is 
rep1aclDg the. on~thrOUgb system, recycling ..... In ,hc once 
through system, we are finding it difficult to observe the 
qaantum.limit because large quantity of Wllter is .to be cin:ula­
&ed ... w.~ lake.advantage of,the.abundant.sea water available 
fo.r ~ p~ .. .If ~euse fresh. w.ater, it .is not eveft 
possibJe,:~ get the large quantity of .watCrt'eqUired· .. ~ 
our cooling purposes. . We h.ave ~sented to die bOard tblrt 
some-'Of the oil refinenes whIch were constructed on this basis 
should be allowed to continue the concentration limits which 
have already been approved by the various State authorities 
for effluents disposallDto the sea." 

.3.3S Asked whe!l was this represented to CBPcwP the witness ~id 
dunDf ~vide}lce (Scp. 1983) "A~t nine months back: .... We have not 
yet got any reply on this matter." 

. ~.36 Enqu!red whether it would not tie Possiblet~ recirculate. the 
coolmg water II! the refinery so as to tCllt· discflarsiog waste water at a 
low level, the WItness said that the ~ircuJ8tion of sea water is !;lot possible 
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~ of the .. ~t&nwmr ~volved. Explaining the difficulties of BPCL 
in this regard, the WItness said : 

"One method of reducing the total pollution that enters with emu­
, cnts is by reducmg the total water flow. 'I'1!e problem i~ t~t the 

various equipment in die .refinel:)'. are deSIgned. for cooling. sea 
water containing a certaIn amount of salt, silt and vanous 
other impurities. We are u~ing higher. mdal.lurgy for tack1!ng 
this problem. Once we go In for re-clrculatlon, the corrcsJOn 
aspect of sea water increases, tremendously and we have to 
change ,almost all. the ~jor equip~ent i':l the refinery. to 
achieve the corresJOn reslStence which besldcs an expensive, 
proposition, will also involve long outgages of the units." 

A~. regards the second a.spect i.e. ins~ead of sea water ~e go in f?f 
• fresh water wltich IS less corrOSIVe, we can convenIently go In 

for re-circulating system. That also has been looked into. If 
w[' go in for that system, we will need somcthing like 10,000 
tonnes .of fresh water per day whiCh is rather difficult. to get 
(com the Bombay Municipal Corporation which is already 
stretched to the limit in the matter of supply." 

Enquired about the deleterious effect of the pollution on the sea life, 
the witn~s stated ;-

"There -cannot be any damage to the sea, for eXample to the fish 
or any other vegetation. So the percentage limit, a few 
PPMs, which has been specified has no harmful effect to any 
of the activities there. Actually, our limit of effluent is only 
6 PPM as against 15 PPM fixed by State authorities." 

3.38 BPCL stated in a brief furnished to the Committee in connec­
tion with study tour that it has approached BIL to undertake a feas-ibility 
study on effiuent treatment for further improvem~t. 

3.39 Enquired whether the Ministry does not consider it desirable to 
insist on designing the new refinery plants with the combination of recycle 
system/air c()oling in order to keep discha.rging wastes at a low level, the 
Secretary, Pt:tro)eum agreed to the suggestion and said _ 

"Yes We are considering it highly desirable particularly in the 
context of the heightened awareness of the em ironmental 
problems. We shall be insisting upon this aspect in the design­
Jng of the unit. The reforms have to conform to the minimum 
national standards which have been prescribed."' 

3.40 BPCL informed the Committee in this connection during evi-
dence:- " 

"In the case of new projects and expalJslC'D5 which are coming up. 
we are using air cooling "-nd re-circulation along with that," 

3.41 The Collllllittee are glad to note 1bat the l"apacity utilisation 10 
Bombay re&nery haii "een studi:y impro"injl from 71 per cent in 1976 
to readl 95 per ceat ia 1981-82. It, bO'fe'fer. feU down to 8S pcr cent 

8 LSS/84-3 
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.. lH2-83 due to Bfrlkt' in tbe leJiDery wbicb reportedly resulted ia 
d!roughput ~s of about 3500 tODDeli per day dlll'illg the 5 moat., strike 
period. CapaCity atilisation in the refinery wOuld have been even more but I 

llowiDR dow. of pmdudioa '" LSHS and aromatic uaptha, the dEposal 
of wldeb .... posed a serious problem. 'Ihe Company expclds. to O"fJ!rl'Ome 
this by UDdertakiDtE aportB to the extent possible. The Committee feel 
tIIere ... need for exploiting the export potentials in these commodities more 
alectively. The capec:ity utilisatioQ in WB plant at Bombay bas been 
poor aU along '1II')'ing betweeD 61 per cent and 77 per cent during 1976-
83.. In Calcutta WB plant alpGCity utilisution bas been ~dually im­
pnning from 3S per cent ill 1976 to reach the level of 113 per cent in 
1982-113. The Co!)mmittee regret to hear from the Petroleom Secretary 
ttI.t under utilisation of capacity in L~B piants was dc6berate due to de­
preS8ed demand. The Committee trust tbat the demand CfInstraint bas since 
been fnlly f'n .... ome and that there will not lie any further under-utiJisa­
t10a of capacity. 

3.42 TIJ,e refining costs of BPCL bad been about 100 per cent bigher 
than the pnn'ision" OPe standards durin!! 1979-81 and about 2S per 
cent hiRiJer ~urlng 1981-83. The provisional !tandard3 ha"e been revised 
In April, 1981. It needs to be pointed ont that in the absence of proper· 
nonDS the comparison of provisional standards with 'actuals i~ meanin!!less 
aad leaves no scope for immediate remedial action bfing taken for eft'ec­
tive cost control by oil companies. They; therefOl"e, recommend .that the 
feasihilitv (If Io"i~ down' standards' in tbis respect in the beginning of 
every year should be examined with a view to enable realistic as. .. ·sJment 
of cruts. In thi~ connection the CommittLe are surprised to note that 
althoul!b the company'. actual reflninl! cosl!' were hil!her (R.s, MT 30 in 
1981-82 and Rs MT 34.76 in 1982·83) than the OPC norm (Rs, MT 
28.69). BPCL was not provided with the details 0' cI!kl1iatiOQ of OPC 
DOl'ID with tbe result tbe company reportedlv \1f!I5 not able to identifv the 
Increase In cost elements. TIley hope that there mav not be any difficulty 
on tbe part of Government to rarnisJI these details to oil com1Mlnies to 
enable them to take timely COITeCIive adlon when the actuals exceed the ...... 

3.43 Value added per man month (at constant p·ict>s) in BPCL 
refinery ha~ been shamlv declining year after vear from Rs. 6.113 Iakhs in 
19711-79 tl. Rs. 4.98 bkhs in 19111~R2. The dedl .. ;n!! trend in value added is 
attriblltt'd to larlle scale recruitment and lJf'Ol!ressh'e i_ase in processing 
01 BR o:rlldr. ,,"kh reS1,," in prod~ion nI Ill'" value add"" item. The 
C~ny CIl'Kts that the value added ller 1II1I'I. IROnth in BPCL refine" 
wiD' slurt iDcr •• cint! with the COIIllIrissiunine of the I'xJlaDsion project and 
aromatics project. These nrolects win reno,.,.dlv rn .. ble nrodl1.cf in .. of hiab 
1'81ue added products, The Committee "'ft"1' informall ltv the RPCI. tllat 
glue added in te,..... or man·month ha§ .. ot bear. computed for in,.lusion 
hi the DPR of eXDBllsion prniect, Th .. ,- f;1;1 In ud8'SfIlJl" ho", this i1J11)or­
tant IImdarth'ltv Index has be<>n Wnon" b,· the ro1t!;pan~' while Jll'epa.ine 
the DPIt. The Comonfttee dGlllire fllat ""hI' "tld .. tI jq' 'erms of lIIan-month 
-, now'be calr.lIlated to enabl'! a romnarisnn with the actnals in future, 
JllddenfRIIv. the Conmoltteo are nnt ""1'1! w.......... the _.... "dd"" Ii; 
htnp rnmnofed b ... the ConmeIl1' eDl"fl:tlv in PrronlRR~ with flie formula 
adopted b, the BPE. In any case, the Comnlittee desire these IIhouId be 
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JOt dIecked by the BPE audthe value added in regard to tile RefiDiDg 
.activo. as weD as ia ..... d to the entire activities 01 the COIIIpUy sbouId 
be correctly depicted iD the AmIaaI Reports iD futore. 

3.44 11Ie JDiDiJDaI oatioaal staodards io quaotmo limits proposed by 
tile Ceatral Boud for tile Pre_tiou aod Control 01 Water Pollotioo OD 
e8laeDts from on re6neries are DOt met by the BPCL refiDsy as it uses 
sea water (10 ouce-tbrougb basis for refiDery proces~iDg. Although it would 
be JIOISible to minimise discbargiDg waste Wlter by redrc:olatioa of cool­
lug water, BPCL's problem is stated to be one of gettinr fresb water to tbe 
order of 10,000 tooues per day. It is Dot . know" whether the que!ltion of 
fresh water supply was takco up witb the Municipal authorities. Although 
BPCL bas claimed that its elluent watenloes not cause any harm to the 
sea fife, the Committee desire that the prllp6l1al made to ElL to UDdertake 
study of eftiuent treatment should be vigorously followed and neces~ary 
steps takco as a result thereof to strictly observe the quantum limits pro­
posed by the Celitnl BoanI. 



CHAPTER IV 

MARKETING 

IA. Supply oj LPG to smtlliers towns 
The Committee (1981-82) in their 47th Report had inter alia, made 

the fonowiDg recomm.endatioDs in regard to marketing of LPG :-

"The oil industry, is however, hopeful of covering the majority ,of 
towDs with a population of 20,000 aDd above by 198)-84. 
The Committee woUld urge that this should be achieved with-
out fail and in any case it should be ensured that there is 
region-ill balance in the matter of supply of LPG Gas. ' The 
Committee do not approve the, rural areas being completely 

_ nCglected. To begin with attempt should be made at least to 
cover the rural areas on the pericheries of towns." 

4.2 Drawing attention to this recommendation, the Committee asked 
what was the extent of coverage upto 31-3-1983 by on industry in regard 
to Marketing of LPG in the towns with a population of 20,000 and above. 
Describing the oil industry~s earlier anticipation as very ambitious, the 
Secretary Petroleum stated during evidence :-

"Sir, the total number of towns with a poJiulation' of between 
20,000 and 50,000 are 739. Out of this, by llune, 1983, 162 
towns have been reached. I would nOt say 'covered' because 
all the applicants ha\'e not got the gaS connection. 280 more 
towns will be covered by. 1984 so that, we shall have 442 
towns in this category reached so far as LPG connection is 
concomed." 

Nearly 300 towns are yet to be covered under this category. 

4.3 Asked about the extent of coverage by BPCL in this respect, re­
presentative of BPCL informed the Committee during evidence : 

"For the two years 1980-81 an 1981-82, Bharat Petroleum have 
given distributiorship in 20 towns with population ranging 
between 20-50 thousand. For 1982-83, 130 distributorships 
were planned, of whiCh 21' would fall in this cate!!Ory, 20-50 
thousand, popiulation." -

4.4 Explaining the reasons for low coverage, the wituess said: 
"For 1982-83, We have been behind schedule beCAuse the 'guidelines 

for selecting the distnbutors were delayed and th~e have 
been finalised only early this year. To that' extent plan for 
1982-83 will take time to materialise I should also inform 
the Committee that lhere is presently' a review of the level of 
population or the town.~ wbere the LPG should be marketed, 

28 
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because the recent experience has indicated that the expected 
potential that we had calculated for the small towos in faet 

• does not exist. The potential ~ much ~wer. And to that ex­
tent the dealership appointed ue tending to btlCOlllc Don-

- viable." . 

4.5 Asked about the rea'lOIlS for the industr/s coverage of smaller 
1pWns in regard to marketing of LPG being .lower than anticipated the 
Secretary, Petrulel.m explained during e\~dence : 

"Our capacity to expand the network is limited. One of the factors 
is that during the last three years there has been a pheno­
menal increase in connections. In March, 1980, the total 
number of connections was!ess than 32 lakhs and during this 
period nf t1UI:.e years, it has more dr less doubled. Today, the 
number of connections is about 61.5 lakhs. So, the whole 
infra-structure, whether it is administrative, mllilagerial equip­
ment, etc. has been under hea\!y' strain and that is responsi­
ble for an ~satisfactory situation today. The bigg~st CODS­
traint today is thQ a~ffitbmty of cylinders and the bottling 
equipment." 

4.6 Admitting the ~istrYs failure in this regard, the witness said :-­

"As a matter of fact there have been failure both in planning, in 
forecasting the requirements and in taking action to see that 
the required nuinber of cylinders are available." 

• B. Shortage of Cylinders 

4.7 The Committee were informed tbat there was steep increase in 
the LPG availability from the year 1981-82 onwards. According to the 
approved r-Ians, the following enrolments were required to be done in the 
years 1981-82, 1982-83 and 1983-84. 

1981-82 11.51akhs 
1982-83 . 
1983-84 . .. 

• 14 lakbs 
• 16 lakhs 

- - ----------------
4.ft The assessment of cylinder requirements to meet these additional 

enrolments and replacements, tbe cylinder manufacturing capacity and ac­
tual mate~sation during these years were as follows :-

Year 

----. ------

1981-82 . 
1982-83 . 
1983-84 . 

(Figures in lakhs) 

Install~d ReQUirement 
capacIty 

21.10 
41.20 
S6.SC 

20 
24 
36 

Actual 
materiali­

satiOD 

13.43 
18.90 
29.01,) 

-----------------
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4.9 Asked about \he ~ for shortfall in ~.~ufacture 
of cylinders d'urinjt these years, BPC~ iDformed ~ a writ~n reply that. the 
manufactures could not produce cyliBders t their capaQty ,for ~ous 
reasons like sbortage of power, labour unrest, breakdown m macblJlery 
and shortage of LPG steel. Hence, tbe indigenous production of cylinders 
WIlli nbt endugb to meet the .industry demand. The Committee were also 
iDfomted that till end of 1981-82 tbe main constraint wa,s inadequate capa­
city for manufacture of cylinders. 

4.10 Enquired bow the shortage of cylinders would be met, tbe re­
presentative of BPCL said tbat a decision. bad been taken that the indus­
try sball import 8 lakb cylinders during tbe current year (1983-84). 

0) LPG Steel 
4.11 BPCL iDformed tbe Committee in a note that there have been 

~lems in getting LPG steel from SAIL, who are not able to meet the 
IndUStry'S demand as the indigenous production of LPG steel is below tar­
get. ACCl1rding to the information furnished by the Departmcnt of Petro­
leum, the year-wise demands for LPG steel, the actual production by 
SAIL and the quantum 01 imports during 1981-84 were a:;. foHows ;--

(Figures in lonnes) 

Year Requirement Production Imports 

1980-81 • 
1981-82 • 
J982-83 • 
1983-84 . 

36,000 
43,500 

1,16.000 

27,500 
27,898 
88!OO0 

14,686 
15,868 

Nil 

Anticipated 

The Committee were informed by the Department of Steel that the 
C&F value of the orders 1)laced by SAIL for import of steel during 
1980-81 was Rs. 47.57 million and \luring 1981-82 Rs. 27.51 million. 

4.12 The Committee were informed by the Department of Petroleum 
that the local steel avaiIJbility was always inadequate and year after year 
imports were being made. With the imports made on time, there was no 
problem in the manufacturing programmes of LPG cylinders. It was only 
wben the imports failed in the year 1982-83 that this present crisis bas 
beet,t created. ElaborJlting this point in a written reply, the Department 
stated as. follows :- " 

"SAIL indicated that tbe total indigenous availability would . be 
. 46,000 tonnes (during 1982-83). However, actual availabi­

lity has brcD only 27,986 tonnes...... The moment the short-
fall in local availability was envisaged in July, 1982, a rcquest 
was made t9 the Stet! "Ministry for import of Hi,OOO tonnes 
of steel on an i~ basis. The clearance came' from the 
Steel Ministry. only in January, 1983. SAIL could Dol im-
port 16,000 tonnes in time. Therefore, the on companies 
were ~iven NCO in March, 1983 for import of 53,000 .annes. 
of LPG steel." 
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4.13 Regai"ding 1983-84. the Committee wc!te informed that after 
takiDg into accOuBt the imports likely to materialise beforeMarcb., 1984, 
the total availability may roughly match the requirements. Department of 
Steel informed tb6 Committtee in a note that durill2 1983-84 "No obJec­
tion Certificates" (NOC) fer LPG steel has been issued to the extent 
of 81,400 tonnes valued at Rs. 282.66 million. This is ex~ted to take 
care of the shortfall upto March, 1985. 

4.14 Asked what was the production capacity for LPG steel in SAIL 
and private sector, the Department of Steel informed the Committee 
in a written note that there was no specific capacity for the production of 
LPG steel in SAIL and in the Private Sector Steel Plants because they 
are manufactured in hot rolling mills that can produce a fairly wide var­
iety which includes LPG steel. I It was· also stated that there is no cons­
traint SO far as mal6in~ of LPG steel is concerned and SAIL can meet the 
entire demand. 

4.15 Enquired why SAIL could not produce adequate quantity of LPG 
steel during 1981~82 and 1982-83, the Department of Steel stated in a 
written note as follows :-

"Production of LPG steel sheets cotnmenCed in Dokaro during 
1980-81 and it cduld not fully meet the demand during ini­
tial ytars. The issue of im·pection and quality standards to"ok 
some time to be resolved". Therefore, production dutlng 
1981-82 and 1982-83 could not fully meet the projected 
demand." 

4.16 SAIL's Centre for Engineering and Technology is reportedly exa­
mining the possibility of installing a facility either on line or olI line for 
inspe.ction purposes. Referring to the question of imoorting cyIinde~ and 
LPG steel, the Secretary, Petroleum, stated during evidence :-

"It is not something to be proud Of that we had to import this 
item. Even the import of steel is something that couln have 
been avoided." 

4.17 The Department of Petroleum however, stated in a written 
reply that in view of thc ra~id expansion in the past three years in the 
availability elf LPG, !he indigenous &teel producion -capacity and the in­
digenoU!r cylinder manufacturing capacity could not kcep pace and lagged 
behind result; ng in the present shortafZe but with the encouragement now 
being given to the cylinder manufacturers and the steps beinl! taken by 
the SAIL, it is likely that this problem cylinder shortage would be over­
come in the next three months. . 

(ii) C}'linder mDnUfoc:ture 
4.18 The LPG cylinder industry is not covered by the First Schedule 

to the Industries (Development and. ReJrulations) Act. 1951. No licence' 
for manufachlTe of I.PO cvlinde"8 i~ therefore, reauired Manofaclunn .. 
facilities can be creatt!ci merelv bv retrlstration with DGTD in mediu~ 
scale 'Sector or Directnrate of Tnriustries of the approoriate Slate Govern­
ment. if the iDdustry is propOsed i~ sma1I scale sectOr. 
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4.19 Asked about the number of cylinder manufacturers in the conutry, 
the Departmcat of Petroleum stated in a written reply as follows :-

"This Department PIl9 written to vaaious State Directorates ~r 
mrormation regarding small scale manufacture but collectIon 
of information would take time." 

4.20 Asked what sort of coordination does the Depattment have with 
the Department of Steel, DG1D and the manufacturers of cylinders to 
I:lDIUR adeqUate indigenous manufacture of new <:ylin~ ~orming to 
the required. staudard, the Secretary Petroleum said durmg cvidence 

"Coordination between the Ministry of IndustIies and the Ministry 
of Petroleum uptil now is not very satisfactory beca.use the 
Ministry of Industry is licensing the registration by the Dir-
ectors of Industries in the S-tes and any control that we 
may be exercising over all these things is' inadequate, or co­
ordiaation is inadequa.te, with the result that though there 
may be capacity, there may be some' practical difficulties in 
the way 01 cylinder manufacturers also, to manufllclurc and 
pve to us. We are at present engaged in this exercise so that 
we can ~!rl'amiine the process because our purchase procedures 
also have an effect on the way the manufacturers will manu­
facture cylinders and make them available. We ate consi­
dering now to evolve a system so that, w!J:ther in the or­
aanised sector with licences or in the small-scale sector the 
parties who are registered with the State Directorates of In­
dustry, there is some sort of registration with us and we can 
the monitor the mpply of steel to them and purchase cylin­
ders from them." 

C. Quality of valves and regulators 
4.21 Traditionally the 'F' Type ,'alve and regulatOr combinatiou was 

being used m the country. Thereafter Mis. Kosan Metal (India) started 
manufacture of MB type valves and reguld'tor.. In 1978 the Chief Con­
tr;:-Uer of t'xplo!'ivcs issned a directive asking the oil comp:mics to (Jjs­
continue use of 'F'. type valves on the ground of safety and replace them 
by a self-clOlling 'pin type valves. A C.ommittee under the Chairmanship 
of Sbri R. N. Bhatnagar, Chairman BPCL set up thereafter recommended 
that a third tyPt! knowr. ao Kosan compact re~lator and self-c!os;ng valvc~ 
should be adopted a~ the standard. The Committee also recommended 
that the quickest way of doin!!; this ·was to import it ... technolo!lV and pass· 
it on to the indigenous manufacturers. No decision has yet been taken on 
imPort of technology. . 

".22 Askfld what was the reason for inordinate delav in taking deci­
sion in this regard, the Department of Petroleum explained in a Written 
reply as follows :- . 

''Following lhf'~e recommendations negotiations were init;atf'.d to 
~ the possibilities of havill2' a collaboration· with Kosan 
''Onnpact'' . system in India. Wltile these ne&Otiation. were 
in ~ MIl. Vanaz Engineers Pvt. Ltd. were able to 
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produce a few pioto type samples of their indigenously deve­
loped click on type valveslregulators which were faun.,! accep­
table 011. e\'aluation tests conducted by the oil industry Tech­
nical Committee. Asa result it was decided to manufacture 
the compact type indigen~U'Sly ...•• : •. :l'he local ~~ufactu­
rers, however, adopted mmm devtatlons from Original de­
sign and there have also been differences in the quality of 
materials used, the workmanship etc. Experience -of the past 
.2 years has shown that these minor variations introduced by 
the indigenous manufacturers had to some extent on adverse 
impact on the safety aspects of presslure regulatots and valves." 

4.23 Drawing attention in this co.onection to the ~ess report~ that 
defective valves and pressure regulators have bee~ used In LPG cylinders 
resulting in safety hazards aDd considerable damage, the Committee en~ 
quired about the quality of the indigeoo~ly produced self closing valves 
and pressure regulators.. A representative of Bpe;:L said during evidence: 

"I 00 belie\1e that in the desigil aspect in fact the com1?ination 
is safer than the erstwhile equipment used. 1 !1m limiting 
my comment to the design aspect. But ....... in the 111anu-
facturing process certain tolerances which should have been 
.Used have in fact not been used and there have been diffe­
rent teething troubles fOr the manufacturers resulting in a 
not proper fit between the cylinder and valve .... 

4.24 The witness also admitted that "in Ilome cases accidents have 
occurred because the tilt cf the cvlinder and the value has been too much 
and the gas leaked as a result of ii. 

4.25 Asked what steps Government have taken tel ensure safe quality 
of valves and regulators, the Department of Petroleum stated in a written 
reply as follows' :-

''Consequent to the devastating fire at Indian Oil Comoration 
Shakurbasti bottling plant, another committee known as. 
Vasude\'an Committee was formed to look into various as­
pects of safetv relating to nIling, transportation and distri­
bution of LPG. This Committee has recommended that the • 
Kosan-Denmark self-closing type of valves are now to be 
standardised and its technology imported ........ SimilarIv in 
regard to regulators, Government have decided to adopt the 
Kosan Denmark compact type re!!Wator and the sierra regu­
lator as the two standards since both would fit with Kosan 
~e1f-c1osing valve and hence would be interchangeable. 

Government is taking steps to ·finalise the import of technology 
.~ to pass the same to all the existin, and intending indig­
~~ •manuf8ctu!'CIS wh~ would be required to enforce strict 
dlScrpl1l?c regardmg quality control of materials testing etc. 
and brIng about unifdrUlity in their production parameters." 
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4.26 On enquiring about the. type ~f valyes presently used in cylin~ 
dca, a rep-esentativ~ 'of BPCI.: said dunng evid~ (September ... 1983) • 

''Today, the Hindustan Petroleum used two types of ,eqUipment 
(1) TmditiQDal "MB"' tP. t. (2) SeIf~ ly;pe. The 
Bbarat ~troleum uses the traditlonal 'F' type and the ,s~lf: 
closing type. The India Oil uses 'F' type and the self .closmg 
type. The intention is to make ,~ the three COIIlp8D1es use 
the self-closing type for. the future. 

4.27 Asked about the need for r.epiacing Ute 'F' type valve, the 
witness said :-

"It is a valve which is external to the cylinder. ~sing exter~al, 
. any mishandling of the cylinder by the transport operatIOn 

Could result in the handle of the vahle sheering off. If the 
handle sheers off then the gas will escape freely till it is exhaus­
ted. 'F' equipment is having a security nut. If the valve is 
opened and the security wt has been kept open, ,the same 
thing will happen. So, arising fr~m these considerations the 
oil companies and the explosive authorities came .to the 
conclusion that this equipment was not suited Jo Indian con­
ditions where mishandling of equipment does occur." 

4.28 The Committee were informed by BPCL that presently there 
being inadequate number of indigenous manufacturers who have the re­
quisite experieace and proven capabilities, it may be necessary to import 
certain quantities of valves and pressure regulators. -

D. I.PG Tank wagons 
4.29 The Committee were informed 'by BPCL that there had been 

problem with the Railways with rej!ard to delivery of underframes for 
fabrication of LPG tank wag8DS. Thc Oil Industry had ordered 1972 UD-
derframes for LPG tank wagons against which due to cilts in their plan­
ned allocntions the Railways have planned production of only 700 under-
frames. ' 

4.30 Asked how docs the Ministry prdposc .to make up the shortfall 
and ensure timely ~l1ppJv of required number of underframcs by RaiJ-, 
ways to avoid delay in BPCL's LPG project, the Department of Petroleum 

• informed in a post evidence reply as follows :-

"The Railway Board have now confirmed that 850 underfr~mes . 
would bc available by end of 1983-84. Out of thi~. total 
the share of BPCL works out to 222 underframes . (against 
their requirement of 254). UPto 30-9-83 BPCL, have received 
186 underframes and the balance is b'kely to be available by 
end of 1983-84 or early 1984-85." 

4.31 According to BPCL it is expected that 189 LPG tank wagons 
for ~ase I will be completed by ,March 1984 (original target September. 
1983). Department of Petroleum, however. infonned the Committee 
that on ~unt of. delay i~ supolv 'of undetframe~ there is b1cely to be 
very margmal delay ID executIon of BPCL's LPG project. 
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, E. EstabliJhment of retail outlets 
4.32 The' rationale in fixing the targets for establishment . of retail 

outlets is to sc:t up the distributive infra-structure to meet the anticipated' 
growth in the consumption Cjlf petroleum products. The additional through­
out likely to be sold in· a year ahead is' determined and the number of 
outlets required to cater for this additional throughout is fixed, 

4.33 The number of retail outlets (both MS II. HSD) planned to be 
established and the number actualIy commissioned by BPCL during the 
Period 1978-83 is as given below :-

Year 

1978-81 
(3 years) 
1981-82 
1982-83 

'. 

Planned Actually 

103 

121 
151 

commissioned 

50 

10 
29 

4.34 Pointing out the huge shortfall in commissioning every year, when 
the Committe? a,ked whether it did not disclo'le tbat BPCL\ reco'rd is 
poor in this re~rd, a representative of BPCL aamittCd during evidence : 

"It has to be admitted ihat we arc behind schedule in commission­
ing number of retail outlets we planned to do ........ unfort:.l-
nately the performance was rather poor ........ " . 

4.35 Explaining the reasons for poor pedormance the Witllcss said : 

"The field officers are not only to do preliminary work bef()re re­
tail outlet is commissioned but they have the task of com­
missioning LPG dealership. During the same periOd there 
was need for accelerating the commissioning and im,taIla­
tion of LPG dealership; and this. W:lS taken on hand. Dharat 
Petroleum, for historical reaSdlls, before nationalisalivll of 
this 'company, wa" denuded of participation in consumer class. 
of trade. Bulk consumer accounts for HSD were to be cared 
for Railways, Defence etc. It was decided that it would be 
desirable for Bharat Petroleum to re-enter comumcr-class 
rather than retail outlet. Priority was given to field officers 
t(1 concentrate on getting back our participation in the con-
sumer-class," ' 

4.36 Enquired whether the Ministry reviewed BPCL's pedormancc in 
tbis regard during the course of the' performance appmisal meetiftl!Jl ODd 
if so: what directions were givf\n to Improve the performance the Secre­
tary, Q:partment of Petroleum said during e\'idence :-' . 

"The view taken by the Ministry was thal the situatio,; was' not 
IlS unsatisfactory as it apPears frQJn the statistics. ItiR correct 
tbat there have been delays -jn the establishment of DeW' re­
tail outlets for Motor Spirit alld HSD. We nope that tile 
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progress will be better in futUre and tbe speed at which new 
retail outlets are being set up will show sigos on the higher 
side." 

4.37 The Department, however, informed in a written reFly furnished 
after evidence that· the number of cases pending at various SJages were 
analysed and these were brought to the notice of BPCL and that they 
have been asked to strictly adhere to the time limit of 4 months after 
the armt of Jetter of intent for commissioning of the dealership except 
in very exceptional cases of genuine difficulty in procuring land etc. 

4.38 During the current year (1983-84) BPCL has targetted' to deve­
lop 121 ncwretail outlets. Enquired whether, considering the past per­
formance of the Corporation, it would be really possible to establish aU . 
Jop 121 new retail outlets. Enquired whether, considering the past per­
follows :-

"Actual commission.i.Dg dUring the periOd AprillNovembcr 1983 is . 
28 and the Corporation expects to commission another 90 
outlets by 31-3-83. Although the above number would ap­
pear very ambitious, the Corporation has taken dlf.ctive 
steps to clear the backlogs on new commissioning by the end 
of the year 1983-84. The Corporation has been asked to give 
due emphasis to commissioning of retail outlets." 

4.39 The CoIIImittee ngret to DOte that in regard to marketing of LPG 
although the oB iDdustry WIIS hopdul of coverinlt the majority of toWDS 
Ia the category 01. population between 20,000 and 50,080 by 1983.84, 
it WIIS possible to cover 0DIy 162 t~ out of the !otal 739 by June 1983. 
Evea in these tOWDS aD app6C8Dts have not got the supply. Another 280 
tOtlplS are DOW expected ·to be covered by 1984. 'fhis will lean nearly 
300 tOWDB uncovered apiIIIIt industry's earlier anticipations. 'fhe Commiltee 
find that although there has been rapid expansion in the availability of LPG 
chuiq the past three years, the indigenous mannfacture of cy6nders has 
IlOt kept pace IIIlCI there is acote shortage of cylinders. This- constitutes 
the main constnlint fn expllllCling LPG supply to smaller towns. The 
shortfall in e,Hader I11811Ufaeture against the oil industry requirements 
was 6.5 Iakhs in 1981-82, 5.1 Iakhs in 1982-83 and 7.0 Jakhs in 1983-84. 
To meet tile I'rt:sent shortage, it has been decided to import 8 IakJIs cylinders 
cIuriag 1983·84·. Besides import of cyDnders, it may be reportedly necessary 
to import certain quantities of valves and pressure regulators also. Petroleum 
Secretary admitted before the Committee that there had heeD. faUores in 
planDlng and taking advanCe action which was responsible for these shortages 
and DeCfllSitated bnports of these items. It ls clear from Petroleom 
Secretary's st:ltement before the CollUllittee that not only the import (If 
cyUncJers but even the import of steel for cylinders could have been avoided. 
The Committee canDOt help expressing their unhappiness at the lack of 
plamling and foresiglat. 

4.40 One of the reasons for sIIortfaD in cylinder l118DUfacture "0'015 !tated 
to be s1Iortage 01. LPG steel. AccontiDg to Department of Petroleum the 
Ioc8I LPG steel availability WIIS always inadequate and year after year 
IIDports were IJeiRK -.Ie. 'I1Ie Conafttee note tbat the value 0( orders 
placed by SAlL IGr import 01. LPG steel WIIS Rs. 4.8 CI'Ore5I in 1980-81, 
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... Rs. 2.8 crores iD 1981-8Z IBId NOC issued for import during 19~ 
ftIaed at Its. 28.3 crores. Department of Steel has, howner. reported 
tIIat there is DO COIIStniDt so far as making of LPG steel is .ooncemed and 
that SAIL can meet the entire demand. The shortfall in steel productioD 
durlag 1981---83, accordiBg to Department of Steel was due to iuspectioD 
... quality problems. These factors are entirely within the control of tbe 
Government. The Committee are, bowever not clear as to what necessitated 
iInae of NOC for import of LPG steel to tbe meat of 89,400 tODnes during 
1983-84. This dearly contradicts tbe Steel Departmenfs claim tbat SAIL 
can meet tbe entire demand. 

4.41 A~ far the shortage of cylinders are concerned, tbe constraint 
till wd (If 1981-82 was stated to he inadequate capacity for manufacture 
of cylinders. Doring the succeeding years aJtboogh the installed capacity 
for manufacture of cylinders was much bigher than demand, tbere was no 
system of ronfrol or mooitoring to ensure adequate indigenous manufacture 
of new cylinders confOl'llling to tbe required standard. Surprisingly the 
Department of Petroleum does not have even a list of cylinder manufactures 
iD the COODtry particularly in smaD scale ~cctor. Admittedly the Depart­
ment's coordination with tbe Ministry of Industry in this respect was any­
tbiug but IIIltisfactory. 11ae COImIIittee trust that the question of evolving 
a suitable eystem of coordioation and streamlining the purchase procednres 
for cylinders waD be con...<lidered early and the Committee be informed. 

4.42 The observatioml of the Committee in tt.e foregoing pantj!raphs 
of this section would UDJIIjstakably show that the failure in planning and 
cOOTdination on the part of the Department of Petroleun: ha~e resulted 
in avoidable foreil!D excbansee outgo on account of import of LPG stl'el 
aad cylinders. The Committee hope that in futllre tbe Department would 
show more alertness 8IId foresightedness in di.'lCbarging responsibility of 
planning and ~tion in this regard. 

4.43 The Committee regret that although Chief Controller of F.xulosives 
(CCE) directed the oil companies as far back as 1978 to di~continu~ lise 
of 'F' type wives On tbe grotmd of safety and fl'place them by a ~eH·dosing 
pin type vawe, the 011 companies still continue to use the traditional tVlle{ 
thus exposing consumers to safety hazards al/ these years. A Committee 
I!Jet up thereafter known as Bhat~r CommiHee recommended adontion 
of Ko!IUI compact regulator and seH·cJoidne vnlves a'S the standard and also 
recommended that the quickest way of doing this wa. to imnol"t it~ techno­
logy. Notwitbstandln2 these recommendations, it wa. decided to !'ceept 
the indigenously d~ed compact type which W8, found aCl"eJ)iahle on 
evaluation fests. ~ to lack of strict difOCipline in the matter of Qnalitv 
control the local manufacturers adopted minor deviations .ro," the ori!!inal 
~ which to some extent had an adverse impact on snfeh' ameds. 
Sadly, in some cases th~ have reportedly caused accidents ThQ Committee 
woofd 61ce 'he Government to have a reassessment of tlle plfp(,thene.s of 
tbelr quality (;onfrol machinery and the extent of it .. reSlJr.nsi"i1itv for flliluTe 
of n"alit" j., v!lltes a"d r ..... ·""fors. The" wonl<f ",'''e ,""f fh ....... ' of 
tradltion91 types of valves sbould he discontinued at the ('arliest as recom­
melld~ by CCF and the qnestion of illlOOTt of technolog\', if found inc\'itable 
should he finalised witboat further loss of time. -
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4.44 TarptS foao' ...uslweDt fJl retail au'" are bed every year ia 
.-der to set ., tile diltrillative iJdnuItruetul'e to meet the _tidpafed growth 
fa die COIISIIIIIptioa of petroleum. products. . BPCL's performance in regard 
10 addueDlelllt of these tuaets bu, bewever, been very unsatisfactory. 
'l'IIe cOIIIpUy WIll able to set up only 89 outlet!! apiDst the target of 375 
duriDg the 5 year period 1978-83. 1be realIOIIS ad,mced for this failUre 
are banUy conlineig. The company'!!! target for ':1983-84 is 123 outlets 
which appears to be IUIIbidous COII!lideriag its past record. The Committee 
have been informed thlltthe Corporation bas taken eIIective Reps to dear 
the baddogs on new couunissionings by the end of 1983-84. ·The Committee 
l'IIOIlld await the results of eIIorts of the Corporation in this regard and 
would watch with interest the aetuaI number of Dutlell established. during 
1983-84. . 



CHAPTER V 

INDUSTRIAL RELATIONS 

A. Refillery $trike 
ThtlCommittee observed from the information furnished by BPCL that 

the total man-dayS' lost, in BPCL due to industria./. disputeslstrikes etc. was 
2,19,611 during 1981-83. The major reason for the mandays lost during 
1981·83 is stated to ti'e a 5 month long strike of the entire work'force in the 
refinery from mid January 1982 to mid Jun.e 1982. The loss·in the quan­
tity of oil processed on account of this strike is stated to be .7,23,700 M.T. 
Although an interim settlement was arriVed at on 17-6-82 for a period of 
4 years, a long term settlement stil'l remains to be finally resolved. 

5.2 'Asked what exactly were the reasons for the strike in the refinery 
being prolonged for a 5 month periOd and why it could not be averted, the 
CMD, BPCL explained during evidence :-

"Our workmen who are recruited after the nationalisation of ":;hc 
company i.e. 24-1-76 have been demanding the terms and con­
ditions 01' service applicable to workmen of erstwhile Burmab 
Shell Company Staff. They want a DA rate of 5.08 for every 
point rise or fall in the CPI Inc!l!x as against the public sector 
rate of 1.3 for a point rise or fall ....... This is' an area where 
there can be no meeting ground because if we concede this, then 
it is likely to extend to our marketing division apart from vio­
lating the Government laid down norms in this. It wiII not stop 
with the Marketin~ Division but will go to other oil companies 
in the public sector and it may even extend further to other pub­
lic sector companies also. But the union did not come down 
on this issue. In fact, prior to workmen going on strike, I wa'l 
per~()nally present in the refinery to negotiate with tlie workers 
and to bring home to them that under no circumstances, Go­
vernment would relent on this and it was not right on their 
part to precipitate matter on thig issue. But they were not 
prepared to listen ........ Perhaps they were espied away by the 
feeling that in this way. they would get some rrlore benefit and 
by going for a longer period of stri.ke, they could precipitate the 
issue." 

5.3 On a query made by the Committee, a representative of BPCL clari­
fied during evidence :-

"It is true there are two types of DA for the workers in the factory. 
Those who are employees of the erstwhile Burmah Shell Com­
pany Were entitled to certain terms and conditions including 
higher DA fOTmJlla. Those who have joined the Company after 
the take-over have not been extended those term, and con-
ditions." " 
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S.4 The views of the Ministry on the issue of pay scales and allowances 
to DeW entrants are as follows :7"" . 

, "On'the question 'of granting the pay scales and service conditioilS 
of the erstwhile Burmah Shell Refinery Employees to the new­
workmen could not be conceded as that would have resulted in 
creating high wage islands In a public sector system Which. is 
contrary to Govt. Pc,llicy. Besides, crea!ing such high. wage ~ 
lands would have had serious repercussIOns not only m ~ oil 
industry but in the ,entire public sector group o~ ~n!1ertakings. 
In addition this would haVe amounteq to punishing the DeW 
workmen in the Marketing Divn. after having come to an Agree­
ment with the Management regarding the terms and coD,ditiODS. 
of service on public sector pattern." 

S.S Enquired whether the question of referring the issues for arbitration 
to find an amicable solution was not considered,. the witness said :-

"One method of resolving this' problem is adjudication. In fact, the 
workers have ,been making the claim that whatever is paill to 
the erstwhile employees should als,? be paid to the new em­
ployees. They, therefore, said no issue needs to be reterred 
to a tribunal and hence they would seek .no adjudication on his 
issue." 

S.6 Enquired about the position in Marketing Division, it was stated 
by BPCL in a written reply :-

"We have already signed Long Term Settlement based on the Publie 
Sector wage scales and service conditions in the Calcutta, Mad­
rag and Bombay (except old clerks) Regions of the Marketing 
Division. This objective has also partly been achieVed in set­
t1ement~ signed in Ernakulam and Delhi Regions and it is ex­
pected that these Regions will also be brou~ht fullv on the Public 
Sector Pattern when the subsisting settlements' come up for 
renewal early next year." 

S.7 Enquired whether the Ministry have any suggestions to bring a long 
term settlement in It'gard t(1 pay and allowances. of employee~ and promote 
industrial .harmony in BPCL refinery, the Ministry stated in a written 
reply~. . ~ 

"The Ministry is examining various' legalities involved in the demands 
of the workmen and further course of action on this problem 
are being examined by the Govt." . 

R. Grievance Committee 
.5.8 From the information furnished to the Committee by BPCL the 

Committee observed that apart from the major strike in the refinery in 1982, 
there had l>cen 38 occasions when BPCL employees resorted to strike in re­
finery and mark!"ting clivi~ion~ "urin!! 1978-83 with manda'J~ iost.ran!!ing 
from 9 dayS to 9713 days. The Corporation is stated to have !!fieviince 
handfinll procedure and BipartitelTripartite forums to solve the )lIobJems and 
disputes. 
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,j.9 A&kcci how was it that in$pite of these machineries there were so 
JUDy iD;stances of strik~, BPCL stated that 9 incidents rcsultlDg in a loss 
et 14,897 mandays were relating to the issue of introduction. of public sec­
torwaJlfS and conditions, 16 incidents were on account of extraneolls matters 
Bot cfiJrectly connec'ed with the workmen's place of work. These strikes 

. were ailed in sympathy with all India Bandh, State .bandhs, Morchas; aandhs 
ia support of the textile strike in Bombay. 2 instances ot ·strike resulting in a 
loss of 2,597 mandays were on account of delay in Government's approval for 
paymrlJt of bonus lex-gratia. About 10 instances of strikes which resulted in 
a lCl€S of 10,688 mandays, BPCL stated in a written reply :--

;'Only 10 incidents during the period 1978-83 were directly con­
nected wilb our establishments. . These also were in rcspe<;t 
of such factoIT. as valid suspensionjtermination of somc work­
men on disciplinary grounds and insistance by the Corporation 
tor the fulfilment uf production targets mutually ayeed l1IIder 
valid ~etllement an which no compromise was ·pussibk-." 

5.10 E.IIquired to what extent the strikes were due to want of speedly 
setde:mcDts, BPCL stated in a reply furnished 3ftcr evidence that camp-
IaiDts/rq,rcsentations both individual and collective are dealt with expedi­
tiously ill accordance with the machinery already available. It haS, however, 
been admitted that Ihere were 3 disputes where workmen initially went on 
strike and settlements follOWed subsequently. A representative of BPCL, 
however, assured during evidence that "at the moment we do not allow surh 
.-aUers to escalate." 

5.11 Asked what was the reason for deI-ely in according approval for 
,ayment of bonus!ex-gratia amount. the Department of Petro1<:um stated 
in a pest evidence rcr1y a~ follows :-

"As payment of the ex-gratia amOllJlt in lieu of the bonus is outside 
the purview of the Bonus Act, it would normally take some 
time to process the proposal through the various Departments of 
the Government concerned with such payment. It is unfortu­
nate that the workers had resorted to precipitate action <)f going 
on strike despite the tact that the Management had advised them 
to await Government instructions." 

5.12 Euquired whether there is any forum with which workers reprtSCD­
tafives are associated for ~dling grievances and if 10, whether it is dlec­
meJy fmK:tioDing, a representative of BPCL stated during evidence : 

"As far as grievance is concerned, there is no Committee as such. 
But the grievance procedure is there : if any workman has a 
grievance he has to take it up with his immediate superior and 
has to get it remedied; if, however, he is not satisfied with that. 
then be caD go a step above and repres:ent his case to the officer 
above his immediate superior." . 

5.13 Infonuing, bowever, that in the Marlreting Division there are 
Worb G1mmittees, the witness explained : 

"The suggeatiolls made by the worken in the Works Commit~ re­
late to impIovewent of conditioas ia the Plaat or servi~ CDD­
ditioaa by way of improvement in working lXlJIIiitioae aDd to t.t 

• LSS/l3 ...... 



exteat also Some of the Jrievancea of lOIRe empIoyeeg · ... ~·are' 
dected, 8R mowed. To that e«teAt, it is a part·of the P 
YCiIce mac:hinery." ' . 

Tile witDelS however, admitted : 
'~ thall this, there is no other ma.:hinery as such on which' the 

responsibility of resolving the d".sputes lies:" ' 

C. Worken' Parliciptltion 

5.14 The Committee were informe~ bv BPCI. in 'a note furnished in 
COIIIIection with examination of productivity in publie undert:rkiags that the 
WMers' Participation Scheme, introduced in 1976 by forming 4 ~hop eoun­
c.aad a joint council worked weD for a period of 2 years. 1:1 Seph:mber, 
1978. the unions in the RefiDery, however decided not to participate in any 
ef tile forums for joint participation as they felt that no useful purpose 
woulcl be ~er\'td by these .forums. In the ab~ence of resolution of problems 
relatilll to pay ~truaure of workmen and in SOIre cases improvement or eXl5t-
illl terms and coaditions, the workmen and the unions have shown. mum 
iAtllerst in participat~ ia. the SCbeIlIC. IWCL 1Ja.\ pleaded that despite 
thf Compaoy's mlewed eiforts to persuade the unions to reactivate the 
forums for workers' par:icipaiion. their response continues to b", negative. 

5.15 Asked about tbe present positi,m in regard to workers' participa~ 
tion, representative of BPCL said (Septemb.:r 1983) "thc present position 
is Jlobodyis participating in any of lhe joint forllm~ in the refinery." -nle 
witness also added : 

"At ~he moment in tbe .refinery tn: r \! is no Joint Com~itte~: lhere 
IS no Works Committee, there IS no Canteen CommIttee. 

5.16 Enquired whether there is workers' participation in safety manage­
ment, canteen management, club ~emeRt ctc. so that the views of the 
workmen are taken into account in decldin~ and implementing puficic~ con­
cerning welfare activities, representative of BPCL indicated during evidence 
tbat tbe workers participate in the safety committees, cooperative credit so­
ciety, Medical benefit scheme and in sports clubs. It was stated in a written 
reply that subsidised canteens' managed by r~prcsentativcs of the.workm<!11 lin: 
operated in aU major establishments of the Mlirketing Division. Asked abO~t 
the position i'n the refi1lery, a representative of BPCL said : . 

"Til recently, we had canteen management committee ,where the 
, workers and the management were represented. Sometime in 

1978, they decided not to participate in a11 the committees." 

5.17 It was stated tbat presently the canteens in. the refinery are run on 
contract basis. Asked why the workers ~bauld not be pursuaded to IUD 
tbem on co-operative basis, the witness said : 

"We have tried this proposal but the workers are not willing to 'Co-
operate on tbe issue." . 

5.18 The Committee' pointed out that if the management l;aAnot con­
vinee the workel'll to paTtk:~p8te in a small endeavour like running of a can­
tCCII, how they hoped to secure the co-opera~jon in other areas of ""orken 
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pr&ic:ipation. III this CODIlection, when the Committee asked what steJII bave ... e.- to ~ flill c:oopetatioil, ~. 'tile .Je\1eI. "'l' ~ MIl 
iimIe·~ ~ aDd ~ af • _GjIreIJ./It ..... 1aNIi, 
8PCL ill a Writtea reply, indiClllttd t1iIit the fOIlO'IriItg ~ IUd .. .... 
ted '" tile CotIItUy : 

<a) Prod8ctivity incentive scheme introduced frOm 19~3. 
(1l) Safety int:eJffiVI:) scheme 
(c) Suggestion scheme 

(d) Policy of givinc to employees' at all levels -various Lolli Service 
Emblems. -

. 5.19 Besides the above ~lf work related inceJ]tives for m~j)ll, 
1IPCL iii stafCd to have the foJIowing schemes. in fOrce- wlliCh a& fle1IJ Irii-
prove emplOyees'commitment :-

(i) Housin, loan scheme; 
(ii) Meritorious Sddarships for children, of employcu; 

,(iii) i.oaJII tor scooters and cycIe& '; 
('IV) SpQrts and ltecreation club, cODsumcr c~ve sto.rcj. 

ru~idised canteen facilities, annu'al' picniCs etc:. 
S.20 The Committee asked whether there was any n:view at'the Govern-

IIleIIt level of the lituauOR. arising out of wjJl](ers' irldifI'Mreace towards the 
1eiDt forums of BPCL. its impact on produetion and if so, what wit the 
OIitc:eme aDd what concrete measures· wore takea to rosolvo- the cIeIdlock. 
The Dtlpartmt"Rt of Petroleum stated in If reply furnished after evideaeo all 
foIIowB : 

"BPCL have already introduced grievance procedure which appUed 
to all the WOl'kmenjemployees governed by the IndUstrial Dis-
putes Act, 1947. Thore are separate grievance procedures for 
the worlmlenlemployees of, the Marketing Division, and for 
these of the Refinery Division of the Company." 

S.21 Enquired _ to whCther there is any scope for decentraliliation and 
delCfjllioB of. powell and authority with a view to motivate workers' patti-
Oipation, BPCL stated in a writtea reply that "the luggestion for delegation 
of powell and authority to theSe cDlmlittees will be exatnined." , 

5.22 Industrial reIatioII8 climate particularly in BPCL '5 refiDery Jelt 
IIIIIdI t. be desired. The BPCL nfiDery faced a 5-montb IIIIIg !Crike of 
tile afire work fOrce from mid JBII1IIII'y to mid June 1982 reaoJtiag in 
1.19.611l118Dday. IOI!IS SlId 7,23.700 M.T. throughput loss. 'The worlaneD 
were ~emanding exteDllioJl of pay seales and scnice "oodltiOils applicable 
to tile empIey .. of tile iIntWIdIe Burma SheD Refinery to the new workmeD 
nc:nDted after takeever by GovenuneDt. Aa:ordiDg to the Department 
of Petroleum tIUS could IIDt be conceded as this wwld have resnlted not 
-Iy in cream., high wage isJucIs in the pub6c sector system but would 
liiio ban had serio. repeml!lSioDs in the rest of the public nndertakings. 
AlthOllgh 8D intl'~ settllmeat covering a period ,.f four y~ was reached 



.. tb ad 01 tile strike a lOIII tera setdemeot 5till remaills to be reaclle' • 

. 'l1li c-dtlee weald .;., dIat Coft.l'llllleDt should expedite its e~ 
eI ttis a.e keepiIIg iD rie" the argot Deed to bring IUl earl~' loa,: tCIBI 
"etdaBnt lJet"een employees ud DllllIIIgeaeot and in order to secare tile 
filii co-opendian .ad partidpatioo particularly of refin~ry employees ,,110 
11ft reported 10 be lIIlill boycottiBa= t.b joint fonmlS, It is heuteRina ia 
this (."()Baectilln to note tbat tile worIaaeR ill the Marketiag DmsiOB lItI'fe 
aIraiIIy siped a 10Da: term settlemellt 011 the issue of WlI~~ and ~eniC1: 
ceJldJtloDs. 

5.23 Apart froDI tile major strike ia 1912 t_re ad been 37 OCl:asiODS 

lIariaR lct7S-8~ wbeo BPCL employees botb ill refinerJ and marketia, 
dmstoDal lSOded to mikes. Out 01 dIese, 16 iaeldeRts were stated to be 
.. IIIlCOIIIIt 01 e:&tniMOus factors ud tlte rest due to interoa) factors S1I£II 
II! iatrodDdioD of pabIk sector wqe!l. delay i. p8ymeot of bonos, disd­
pilary action by ~mr.at. fdilmeot of production ~ts. want of 
speedy .ettlemeabl etc. TIle CoIIIIIIittee feel thld at least ~'Ome IIf theSe 
coaJd ban beeR oIrriItod Juld there heeD Grievance COJDDUttees entrusted 
widI the' respoasibility 01 ~ wodel"!!' I!rievaoces and dio;putes. It 
i6l auprisiag tbat DO tboagbt apptars to have beeD Kiven b, tile maRagement 
to evolft forums lor this purpo!iie despite strikes time aDd again. The 

'eo-itUe hope tllet at least IIO'If tile Ulldertakinll: wiD take actioD to 
set up griev.... coaDlittees is die ~liaery ad naarketi~ d;,-j~ions lVith • ,.i_ to ~If ftSOlve workers' ariCl'llJlC1:S in a climate of confidence, 

5.24 BPCL iatrodwced workers-' perticipatiua SclleIRe in 1976 by foJ'llliaj!: 
4", COIIIIciIs .... foiat CGIIIIdI. iD the nliaerl, Siace September. 1978 
tile wo4en are, however, aot putidpatllljl ia any 01 tile forums lor joiIat 
paticipatiDg in tile Dbsuce of resohttiull of problems rclatina to their p8~' 
1iInJcture. T.c eo.puy bas pleaded t.\art despite its reat" ed efforts to 
pemalde .dae UDioa t. reacttYllte tlae jlUt forums. tlaeir respoR!>e cootinues 
to be aegatin. fi'rBIdy, tile CollllDitfee did Dot expect an expression or 
IaeIpIe!ISDess in tills repnl froa tile COJlllNlD~'. It sboald be pO!'Sible til 
mfty COIl"ktIon with tile worbn, bafusing in their mind the perspective 
01 their laqrer iDh:ftSt. Witlt. view to create favoarable cDmate for securiJag 
worker.( pllltidpadoa ill these Jobat foras. the Committee feel that it ill 

,aec I -y that the IIiSIIe of pay Salles aod C8IIditions of service of workftll 
IIioaJd be upeditioasly resolved. TIle Compay should also eDIIIbae die 
qaestloa or deleptioD or powers IUld authority at appropriate IneI ill tile 
orpaIIatioD to RC'IIre iDvoIvemeDt of employees for developmeut ad 
.,."nIl of the COIIIpIUIY. 
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· CIIAPTEIt VI 

GENl!RAL 

A. Workinl ResUlt, 
A&:IcordiDa to the information fumished to tho Committee by BPCL. 

tho iIwK:ial results of the company during tbe Pfriod ]')78-83 were 88 
IJimr below :-

(RI. c:rores) 

1978-79 1979-80 1980-81 1981-82 1981-13 

Gross profit before into and lax 
RlSiaery . 5.58 2.94 4.53 12.97 21.74 
'Mari:elinl 16.29 19.68 21.50 22.80 17.24 

21.87 22.62 26.03 35.77 38.98 

Interest paid/(Earned) (2.68) (2.20) 2.92 6.17 9.02 

Profit before laX 24.55 24.82 23.11 29.60 29.96 

6.2 The profits of the Company. acc:ordinlt to the abo,'e table were 
Rs; 29.60 crores in 1981-82 and Rs. 29.96 crores in 1982-83 These 
figures. hoWever, included prior years income (net) to the extent of 
Rs. S.54 crores in 1981-82 and Rs. 13.95 crores in 1982-83. The operat­
iog profits of the Company after exclusion of the prior year's income were 
Its 24.06 crores in 1981-82 and Rs. 16.01 crotea in 1982-83. The DfOfjts 
of the Company have ·thus sharply declined by about 33 JJCr cent in 
198iZ-83. .. 

6.3 There has been decline in the profits of Marketing Division from 
'Rs. U"ao crmes in 1981-82 to Rs. 17.24 crores in 1982-83. Asked for, 
1IIe muons for sharp decline in the profits In the marketinl division 
1982-83, BPCL mentioned the following reasons :- ' 

(a) higher depreciation charge primarily because Of purcbasei of 
hilger number of LPG g>linders, pressure regulatDrs and val-
ves on which depreciation is cbar&ed on 100 per cent besis in 
the year of acq\tisition itself (Rs. 2.9 crores). 

(b) 

(e) 

increase in cost of staff including prOvision of Prixluctivitv In­
centive BODUS (Rs. 1.1 crores). 

Under-recoveries on transportation costs 81ising from UJ.aea-
Sel in prices c:l petrol~ products more particularly High 
Speed Diesel 011 and Lubricating Oils (Rs. L7 cioreI). . 

45 
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(d) increaIecl cost of lossel 'pin because of. Jab ia priceao( 
petroleum, products (RI. 1.4' crom). 

6.4 BPCL howeVer claimed that daring 1982--83 the proftts cJ. RI. 21.74 
crores in the :etinery division were JIIIlgiaaJIy higher than the revised Clti:-
matca of RI. 21.71 crates qd stated that the position would hwe bcca 
even better but for the difIic:ult IB. -situatioD in the early part of tbe year, 
p1aDt breakdown, quality of crude l1loLSHS contaiDmcDt problems nsult-
iug in a loss of throughput of about 0.25 mililon metric tonses over the 
revised estimates. 

6.5 The Committee observed th~! the profits in the refinery diviaioA' 
laad lbarply declined from RI, 5_6 crores in 1978-79 to R~. 2.9 crores 
in 1979-80 IIIld remained lower in 19liO-81 at Rs. crores. Asked for 
the 1CaS0IIS for iow profits in the refinery during 1979-81, representative of 
BPCL ltated during evidence :-

'''1'bcre is aD adjustment which requires to be dOll1! 2~ III p:ut af 
pricinll discipline. In case of refinery division we have earned' 
a pront. But under the present arrangement we had to sur­
render (in 1979-80) something like Rs. 2,3 crorcs to the 
Industry pool Accb\lllit •.... .!Ihis incidentally, arese because 
Oflbe price of BR crude, we were processing that time, being 
low ...... ' ,1Jnder the ope parameter, we hajJ to sll"render the 
excess return to the Industry pool account. At that time the 
price of BR crude was too low, In the year 1980-81 again the 
main reason for lower profit was 011 account of IIdj\.stment r;>f 
!b.. 2.3 crores on accOII,Ilt of return on the working capital 
which had to be surrendered to the induitrv pool IU . .'count is 
accordance with the pricing discipline. After 1980-81. the 
price of Bombay-high went up because the Gov.:rnmcnt takiag 
lato account the international price, incrcl.l~ed it upwards. We 
are now working on the average price which really means 
that we do not have to surrender any more this amount to 
tbe industry pool account." 

6.6 IJi reply to a question as to how far the decline in profits was be­
yond the control of the Company, BPCL stated in a written reply ;-

"Havi~g .re~ard to the nature. of the items involved and" thepricinj! 
dlSClpliJle, thcdecrease m profits, by and lar~, ... ,s beyond 
the control of the Corporation." 

6.1 The percentage of profit before interest and tax to c~pital emp­
loyed during the period 1978-83 was 8'S shown below:-

1. Capital employed (R.I. cr.) 
2_ Pro8t" before' interest . &:tax 
( Rs. cr.) 

tage of profit befon: 
tax to capital employed 

1978:79--1979-80 i980:8\i98i='"s2-1982-83 
(Provi' 
siOllllIl 

49.83 63,32 

21.87 22,62 26,03 35,77 36.48 

43.89 H.72 19.43 25,01 19,H' 
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6.11 The: Committee observed that the profits of the Corpo,.qon as 
percentage to capital employed lJad becJa aharpIy dccliniDl year after year 
Iincc 1978-79 except in 1981-82. It is observed from BPE Survey that 
the percentoj;c at. ~0Sa profil i~ capital ~mployed wa; only ;\6.9 duriD~ 
1982-83 as agaimt 43.3 indicated by the Administrative Minis-try as the 
performance criterion for 1982-83. The decline was attri~~ to increase 
in requirement of working capital coupled with the need to mlUntain stock 
levels and heavy rxpt'ndilUre on new projects such ~s Refinery Expansion. 

6.9 Enquired about the rate of return on incremental ,amta} employ­
ed, a representative of BPCL said during evidence :-

"The margin has not increased. In actual fact, in the case of refi­
nery, we have this system, If w·! process upto 3.75 million 
tonnes, we were given Rs. 17.99 per ton, and for incremental 
crude processed a rate of Rs. 5.49 per tOil It was inadequate. 
It was much lower than the actual cost on tnt' precessing that 
has to· be done." 

6.]0 The witness informed the Committee that the questil)n of review­
ing norms in this lega. d ilas been taken up with the Govem~t. 

: 6.11 Enquired whether the Company is satisfied abOut the rate of 
return on capital employed, the witnes's said :-

"The Oil price Committee envisagoo for oil industry a gross return of 
15 per cent on capital employed. After ta" it comes to 5 to 
6 per cent that is cnvisalled in pricing formula. If 1 achieve 
it, I should be satisfied." 

6.12 The Committee also observed ;from the Review of Accounts 
(1981'-82) that the working capital mcreased from Rs. 27.o'J crores in 
1979-80 to Rs. 87.87 crores in 1980-81 and to Rs. 70.42 crores in 19R1-82. 
The working capital as on 31-3-83 was stated to be Rs. 56.80 crores. 

6.13 Asked to quantify tbe factors. responsi~le fC1l' increase'in tbe work­
m,;capital during eacb of tbe years and state. how far they were ine,.t­
~~ .a repre-!>cntative of BPCL stated durin'" evidence that the main fac­
tors ,for increase in working capitll1 1980-8(' and 1981-82 were as unr.Ter: 

. (Rs. in crores) 
A:J980-81 

(i) Increase in inventories from 14 te; 24 dars 
(ii) Hikes in prices of petroleum product. . 

(iii) Incre1Se in amounts due from Industry Po~1 Ale on acc('unt of 

32.3 
17.6 

~ertain reli,f. under pricing discipline 32.0 

81.9 

Off$~1 hy 
(iv) Decrease in cash and bank balance 11.2 

Damna: :70.7 



. B. 1911-12 
(0' ~i n i nvcntorics from 14 to 22 days 
(h1 Hike in price of peIrobun 
(iii) Increase in trade debtors 

Offselby 
(iv) Amounts payable to industry pool/ae 
(v) Deposits apinst LPG 

(vi) Increase in taxation . 

31.4 
26.S 
6.6 

65.8 

6.4 
7.9 
4.4 

41.7 
6S.S 

-IS.7 

Balance: 47.1 

6.14 Asked what would be BPCL's corporate strategy to arrest the 
deteriorating trend in profttibility and stabilise the profits at a rea.>~le 
level in order to eCl'ale ~.ufficient internal res<1Urces for futu:e needs. OPeL 
staled in a written reply ::s follows :-

"The Corporation's strategy' to improve overall profitability is 
to complete the projects expeditiously so that these proieCts 
yield appropriate returns under the pricing discipilnc. As re­
gards increase in working capital, the matter. is under r.:view 
of the Review Committee appointed b~ the Government." . 

B. lilventorin. 
6.] S The Committee observed from tbe Public Enterprises Sun'eY 

(1981-82) Vol. I that the inventotjes of finished good!! (as no· of da,s 
. of net sales) cIuriDg the year 1981-82 were S6.0" in BPCL, while in HPCL 
and IOC it was ODly 24.3 and 22.8 and asked how does BPCL eqJIain 
hiP inventory holdings in BPCL vis-a-vis other similar undertakiitgs. 
BPCL stated in a written reply that the apparent high .1e\~1 of in~-eatDries 
in case of BPCL vi.t-G-~>is IOC and HPCL was because of inclusion of pro-
duets given by BPCL to IOe on loan ac:ount against payment of caIt. 

6.16 1be Committee observed that the stores and spares inventories of 
the COIIIJI8Dy were as sta~ below :-

Estimates 
ACluals . 

(Rs. cror..,., 
198().81 t981-82 1qs2-83 

13.62 
17.59 

21.17 21.5. 
26.84 1'.38 

(prnori­
,j,'nal) 

. AccordiDg to .. Public - Eaterprises Survey of BPE the level or spares 
\Vbl'" represents 607.8 days CODSUmptlen is higher thaD tbe l)r'CScribed 



DOnIII. The company reportedly aims to keep the level of spares to sst 
.,.conmmption. It bas been further (eported that 10424 items valued 
at lb. 2.S0crOre8 have not moved for more than two years. Surplus. stores 
worth RI. 2.14 1akh were disposed of Wring the years and the balance 
awaiting disposal at the end of March 1983 was Rs. 1.24 lakhs. 

6.17 ABC analysis in rt'spect of all the stock: items except drum-steel 
aDd project materials has been done. Catalogues for stock items have not 
yet been prcparf.d. 2740 demands were out3tanding at the end of 'he year, 
out of which 1207 demands were over 3 months old. Similarly 1~6 con­
signtnCllts were pending for accountal for more than .1 months. 

6.18 BPE ha~ reportedly requested Ih.: Cumpany 10 reduce the inventor 
of spares, given high priority to the work of review of nor.-moving items, aud 
take urgent action for disposal of surplus stores after c1llSsifying them into X, 
Y and Z categories according to their value. BPCL has also been requested 
to- carry ~t ABC analysis in respect of the remaining items, and pt~pare 
cataiogues for all the stock items early. 

C. Manpower 

6.19 The manpower requirements and the actual strength in nPCL 
doriJIg the years 1979 to IS83 in respect of the three categories of emplo­
yees v'ere as given in the table below ":-

.. _-- -----
Year Management Clerical Labour 

E;'ablish- Strength E /abli'h- E'tabli>it- Strength 
m!nt m ~nt Strength men! 

---- ------
1-4-1979 . 989 924 1400 1553 3012 212.3 
1-4-1980 1074 998 1445 1560 3166 2866 
1-4-198. 1241 10R6 1538 1611 3527 3153 
-1-4-1982 1413 1229 " 1669 1648 4036 3561 
1-4-11183 1637 1497 1770 1708 4116 3753 

6.20 The Committee observed that the actual strength of management 
Maff and labour workmen had bcen consistenly much less than the asses­
sed requirements. The shortfalls in the case of management staff and work­
IBCD vis-a-vis assessed requirements were 65 and 289 respectively in 1979, 
76 and 300 in 1980, 155 and 374 in 1981, 184 anI 475 in 1982 and 140 
and 363 in 1983. Thus, the shortfalls in the management staff had gone 
up from 65 to 184 during the 4 years period 1979-8: and from 289 to 
475 in the case oE workmen. ~ shortfalls, however, came down luargi­
natty in 1"983. 

6.21 The shortfalls in case of labour workmen were stated to be main-
ly due to :- " 

(a) Non~avaiIabiIity of skilled workmen" as I=er requirements; . 

(b) Delays!difficulties on account of obtaining stritabPe candidates 
through Employment Exchange; 

(c) Delayedldifficulties On account of obtainig suitable candida~~ in 
the reserved c~regory." 
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6.22 EDquircd wheihet de.laJa in recruitmcDt ~ J!Ot be lWoidect by 
lamB aavaace aai~. tbe L"MD. B~ atated dilrmz ~ideDce :. , . 

"R.eeeatly we have· Je¥iiwcd the lituaua. atI4"Wb!1i we··~· Pie­
seDtly doing i\ that we are takiDc action. in ~~ ofe~ 
a year or so, so that the gap is kept to the mmunum pNl5JbJe 
level." 

6.23 EDq\iirCd if the elltet of short~a1}. is DWpnal aDd wu,lber B~.L 
wcuJd agree that assessment of JJlIIDPDWCr -·requuemeuts was .uJ'lr~lC. 
BPCl. stated ill a written reiJly that ''tbe elect of the shortfall IS not mar­
pal and every. effort is made. to take care of it through alternate short 
term JCethod~ available.". 

• 

6.24 Asked how far the shortfalls bave affected the operations ()f ·the 
c:umpany . during tbe above period, tbe CMD. BPCL claimed during eVi-
dence :- • . 

• 

"I wC'uld say that !litre was no effect on tl.e operations of tbe 
company w 1;lf a~ sholtfall is concerned because tilal is made 

lip by rutting pecple on overtime or by engaghg workers 
temporarily from outside Or in some extreme cases by even . 
contractin~ oul 'he job for sbort duratioll." 

6.25 The .Committee asked wbether the Ministtv approved of tbe 
above course of action by BPCL and if so. what cognisance of this had 
been taken by the Ministry. Pointing oUt in tbis connection the factors res­
pon~ibk for shortfall in m:.npower, the Ministry melltioned in a written 
.reply Q!IC more factw, in addition to tbose menliened alreavy by' Bpel. 
as of people leaving for gulf countries, private secter etc. Further. pointin{!: 
out tha! abst'ntceism amongst workers in the refinery side w.!s ~lbOui 12 
re~ ccn:, th,' Ministrv statr.u tbat in these cir~ulIl~tances. recourse. to 
ov\.'rt;mc, ellgagement of temporary hands and e.(ll,tracling out specific 
work cannot be avoided. 

6.26 The Committee noted from the infarmation fuiinshed to them by 
BPCL that ul-hou5e facilitl~s ·to train and develop persons in tbe area nf 
spec:iali~ed requirements an:! managerial skill ar~ 8,'ailAbl: in BPCL tefi­
Dery aDu at the Residential Train1ng Centre at Juh.l. Bombay. 

D. Perl!?Fmturce appraWl 
6.27 A1tl!ough tbe· Mini"ries are required to take performance review 

mc<:tin~ once a qu~ter. the Committee .were informed by HPCL tbat 
dunnp; the 4 year penod 1978-1982 there were only 4 performance review 
ntecting~ as against the requiled num&r of 16 me.~tinl!s. Asked bow doea 
tl-e Department explain the absence of systematic and regular review of 
perrormnnc:e of BPCL, the Secretary. Petroleum admitted dUring evi­
dence :-

RI think ~o just?fication. ~ be given for if. It is wrong. Mv own 
expcnence IS that it IS possible to :ll'jd them We have l>een 
bolding them in different departments. B\ll if the record shows 
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tl1at peiformaDI:IC·rcMcw .meelieSs wh()J;: DPCL's ~rk was 
~ W8ftI tlOl _Id In aouae yeats, .e regret It. :n-e 
rueetings Ihoutd be held regularly." 

(),28 The Department, however,· c1ail}led in a written reply as fol­
~"i:-":; .. . 

"while it is admitte..ltbat there has beel1 a shortfall in the nUJP.­
bel of formal perfonDallCe Review Me.~~ during the period 
19.78-82, tbill has Dot in IIDV' way alJected the review of the 
performance of the Corpo~~til')n periodically liS apart from. 
the formal periurmance ReVIew Mec~m~s, tbe r.erfolmance at 
the Corporation also comes up forre·/i!.'w in ut11eI forums such 
III Project Review Meetings. M(lDthly Supply Plan Meetings, 
Monthly Industry Co-ordimrtion Meetings, OCC Apex Body 
Meetings, Annual Plan Meetings elc ..... Besides, the .G"v­
(;rnment Directors on the performance of the concerned Cor­
poration from time to time. It IIlIty thu§ be ob~erved that thc 
rerformance of the Corporation i~ reviewed:discussed on II 
continuous basis for achieving the desired objectiw." 

6 . .29 Tile Co_ittee are distressed to find that tbe margiDal inaease 
in tile profits (before tall) of the company from Rs. 29.60 crores in 1981-82 
to lb. 29.96 crores in 1982-83 is (lnly ilhlsory in as much liS if one 
exdEes the .prior ~·ear's incoJDe whicb stood at Rs. S.Scrores in 1981-8% 
..... Rs. 14.0 ('r~ in 1982-83, tbe operatillJ{ profits of the ~ompany would 
act_By show a sharp decline during 1982-83 by about 33 per cent. Tbe 
CoImnittee find tbat the aDDUBI accounts presented by the compan) clo 
not brIIIg out tbe working rel!ilUlts in a manner thl\t would make for conipa­
rison from year to year on a reliable basis in view of tbe prior pcrio(J 
adjustments, They. tberefore, reqaire tbat the prior peJiod adju~(menls 
shooJd he mad.c in annual 3CCOwts in such· a wa~' that the accc:mts depict 
the tne picture of pro&cabilty IUId enable correct comparison 01 the opera­
dOD 01 the cO!IJP8DY over tbe years. This l118y be done in con.wltiltlon 
witll tbe C&.(G 01 India, 

6,30 The Committee aote that sbarp faU in profits durine 1982-83 
was attributed to the -meting division where therc wa.~ higher deprCl=iation 
(lb. 2,9 crore~). iDCrease in eost of staff (R.". 1, 1 ~.'rores), under r.:!c:overies 
on lran~ortation costs ('Ib, 1.7 crOfts) and increased cost of lo~ses 
(Ib, 1,4 , ... ores), The Collllllittee .Iso observe t_t tbe profits of tbe company 
as a percentaj!l' to capital employed had been sba-:ply dec6nl~ year after 
year lIillCe 1978-79 except ia 1981-82. Durilltl 1982-83 the percentage of 
KJ'O!Is profit to capital, employed was only 36.9 ugainst tbe target of 44,3 
iadkated by the Ministry. The decline "1115 reported to be due to increa."1! 
ill ~nt 01 wolfdlll( capital coopled with tile need to maintain sto('k 
Inel! and heavy expeIIditure __ projects sDcb as refinery expansion. 
The Committee would urge that in order to xcnerate sufticient internal 
ftI!OWIEeS for future needs, the company should expeditiously complete the 
project!! 50 tt.t they yield appropriate returns in time, 

. 01 Acco~ to BPE, the level 01 sPares iB\'entory in BPCL wllicb 
.... ts 607,8 ~ys' collSlllllption is lligher tban the prescribed norms. 
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Iu.. wortJt as. 2.5 «ores have not BlOTed (or I8OI'e t .... two yeus. 'I. 
ea.mittee woald IIIp that diNctiVeI iaaed by BPE ill the nprd ....... 
.. apedUlaasIy ..... Ie.nod by the CoaIpaay to :Iddet'e tile desired ~. 

'~l 'I1Ie COllllllittee do DOt IIpIII'eCWe die practice 01 adoptiag sIIort 
t_ aetllod5 to __ ... 1IItortIaIIs illlIWIpOWel eYvy yar. 'DIe .....,.... 
is tile muagemeat stall ....... the &WiieI.I reqairemeats wellt ..... 
65 to 114 1IIIriIII197t-12 ... ill the ale al work-mea from 289 to 475. 
FwtIter, tile rate al ......... bI dill IIlOIaPUY ... IIeea 88 ...... U U per 
.... To.eel" sIaartfds, tile COIII(IUY was reported to laB", aIIopted 
die pradice of .,..uo.. worltas _ overtale 01' eapgWg worker!! temponril:y 
.. COIdI'IlctiJII aut joIIs. o.e 01 tile ftIIIIIDII8 for shortf.H ill actual l!itr.&lIt 
.... Ilea delay ia reamta.at. 11Ie pre8eIIt prescribed procedure is, ef 
course, aoaberso-.e IIIId dilatory. 'DIe COIMIittee I'eOOIQIlleAd dat .... e 
GovenulWlt should examine tile poI8ibility of devisiD& a speeder proc:etlare 
for IIIIIWIc reaaitlaent ill Oil CODIpIJIies ia view of ulare of their OpentiOllS 
•• d importaace of the iAdustry. 

6.33 It is evident that ...., allllpUy's --.power poIky did nllt .~ 
tile a"_tioll 01 tile Gove ....... t so Ioag. De Collllllittee feel tIIIIt. die 
MhadfaUs ill Ball-power could have beea largely avoided by taking "VIUlL'e 
action for recraitlllellt. The possibi6ty of baviDg coordination wit" ImIa5triaJ. 
TniIIi. Ia.titutes to _Fe adeqate IlIUIIber of skilled "Iorkers sllould 
llave also bl!eJl esaDiined. 

6.34 TIle ColHIittee are 01 tile view that tile perfOl'lllllDce of BI'CL 
would un IIeea better had it heea kept Ullder dose review by tAle Baud 
as well as aclmiDistrative DepMt8Iedt. ID tIIis connection, the CUlDlllittee 
Dote ... t alt ...... IICICOldine to the guideIiDes issued by BPE. the alllllillis-
trative MiIIl'ltry sIIouId hold pedOl'lllllllCe re~ meetiDgs at least four 
1'-es ill a ye.ar, the review meetings were DOt held systematically IlI4I as 
...... Oy WI WWl required. TIle Collllldttee hope tlIat in future dIese 
aeedap \till be IIeId repIarIy by IIIIIIertaking critical review of he "IQItiDc 
01 die COIIIpIUIy and DeCeII!iarJ diftcthoes Issued from. time to time to iBlpl'Ove 
... eo .... y'll ... roalliiuce. 

NEW DELHI; 

April 18, 1984 . --' 
Chailra 29. 1906 (Saka) 

MADHUSUDAN V AlRALE 

CI wirlnlllJ, 
Conunittee on Public Undertakings. 

Committee an Pl1bli~ UndenJkinp. 



APPENDIX 

:lUnlmoryof Conclusions/Recommendations of the Committu on Public Undt>/"-
takings cOlltained in the Report 

Reference Summary of Conclusions/Recommendations SI. 
No. 
~ 

to Para No. 
in the Rcpo~ 

(f) ~ (2) (3) 

1. 1.14- ' 
1.15 

: L. 

2. 1.16 

Bharat Petroleum Corporation Ltd. is a wholly 
owned. Central Government Undertaking and- the 
successor to Burma-Shell Group of Companies which 
were taken over in January, 1976. The long term 
objectives and obligations of the company have been 
formulated and approved by Government oqly re,­
cently inlterms of the Committee on Public Under­
takings' recommendation contained in their nnci 
Report (1982-83). 

The Committee's examination of BPCL has revealed 
that oil companies have no uniform approach to 
corporate plans. BPCL is reportedly having a rolling 
plan and Hindustan Petroleum Corporation has a 
system of integrated Corporate plan for five years, 
while Indian Oil Corporation has no corporate plan 
at all. BPCL and HPCL have been following the 
practice they 'had adopted prior to nationalisation. 
The Committee regret to note that the Government 
did not consider it necessary after nationalisation to 
review this situation and allowed old practices 
to continue in these oil companies all these years. The 
Committee would urge that as assured by the Petro­
leum Secretary, the Ministry should look into this 
question early with a view to evolve .a common 
approach to Corporate plans for all the oil companies. 

The Committee arc surprised to note that the IOC 
which has been a Government company for nearly 
two decades now haa no Corporate plan as IDCh. 
Tho Ministry also appears to have overlooked IOCs 

S3 



(I) 

3. 

4. 

(2) 

1.17 

2.31-
2.32 

(3) 

failure in this respect thus far and has advised the 
company to prepare a Corporate Plan only recently. 
The Committee trust that the Ministry. would ~ure 
that the Corporate Plan of IOC is finalised soon. 

It may be pointed out that as far back as 1974, 
BPE had issued some guidelines in regard to prepara­
tion and approval of Corporate Plan for CJch public 
enterprise. Under these guidelines each enterprise 
was required to draft its Corporate Plan, get it formaDy 
approved by a Resolution· of the Board of Directors 
and send it to the Administrative Ministry for formal 
ratification. The Articles of Association of OPCL 
also stipulate that any proposals or decisions of the 
company in respect of Five Year Plan and Annual 
Plan should have the approval of the President. 
The Petroleum Secretary however, expressed the view 
that approval of Corporate Plan by Government may 
not be either necessary or even possible. The Committe 
feel that s!'C!=ific approval of Corporate Plan by Govern­
ment is necessary having regard to the need to corre­
late it with the national Five Year Plans and to indi­
cate the direction that the company should take. 

One of the major projects undertaken by OPCL 
was an expansion project which provided for debottle­
necking of crude distiller and installation of additional 
secondary processing facilities. This project which 
was estimated to Cost Rs. 36 crores was approved by 
Government in December, 1979 on the basis of a 
Feasibility Report (FR) prepared in November, 1978. 
As there were admittedly several deficiencies in the 
Feasibility Report a revision became necessary in 
November, 1981. The revised cost of the expansion 
project was Rs. 133 crores, which worked out to an 
increase of 27~. Of this increase price escalation, 
under-cstimation, omissions, additional provision for 
contingencies etc. accounted for Ils. 40 crores which is 
even higher than the original cost of the project. 
Changes in scope, changes during detailed engineering, 
provision for design changes and rePlacements amoun­
ted to RI. 57 crores. The Committee have gatkered 
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S5 

(2) (3) 
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2.33 

an impression that the project had been laUDCbed by 
the company without developing necessary capabilities. 
The Company formed a project planning and 
coordination ceJl only in mid 1981 nearly 3 years after 
preparation 'of the original F.R. in this case. 

Obvioudy, enl)ul'h caJ'\~ wa~ Mt cx~rcistd by 
Goverr.ment to ch 'ck tho} corr ctn~ss of cos, estimates 
mll.d'! in th~ origin'll F.R. nor WdS any att~mpt made 
to a ;sess th·: ctrectiver:~ss of project planning and 
im,I·:m'JO.tat;or. mochin~ry il'. BPCL b:foFI! sanction­
ing .hi~ mlljor project. Admi1t,:,dly there were 
s : v..: ra I w akn'!sscs in th: pro} cl plan approved by 
G.)verr.ment. The C.>mmitt..-c tru,t that Govern­
ment will t'1k;-: care in fl\tur~ t·) see that Feasibility 
RepJrts ar..: rdiable and th: co:;t estimat~s realistic. 
The ComRlitt:'e hwe b ,en inform.d in this connection 
lh'lt a Study Group which w.:nt into th'! q""stion of 
preparation of f.:a;ibility r.:ports and cost escalation in 
rdin:ry porj ,ch has submitt·~d it; report. The Com­
mitt·;e desir..: thlt th: action taken thereon be 
intimlt'!d to the m. 

Th: C)m nit! ''': arc al;o unhappy with the equally 
U 1 ;3ti ;f,tct lry p'rformance of B»CL in regard to 
eX"C'Jtbn of thi'·: expan~i'Jn pr,)j.~ct. Th~ completion 
sch~dule of th: prcj ct h~.s u:".~.ergm,: revision twice. 
A-;corciing to th: origin·.1 ~ch'dulc the project ~hould 
hav..: b:en comple'led in D~mb'!r, 1983. However. 
as th~re was delay in entering into licence a,rcement 
\Yhich took about ]0 month, after sanctioning of the 
project. !he completion schedule had to be revised to 
O~tob:r. 1984. In the meantime 8 months construc­
tion activity was reportedly lost due to S months 
r.:finery strik,= followed by 3 months' heavy monsoo. 
p:riod. As a result, the project is nowexpecWd to be 
completed in Janl!ary, 1985. The Committee would 
like to be assured that tMre shall nl't be any furt~r 
delay in the completion of the pro.iect. 

2. 34 Th~ C:>mmittce find that lXtailed Project Report 
,(DPR) was n'3t ready eVen fQur years after the approval 
of th'! expansion proj::ct by Governm~II~. In BPCL's 
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6. 2.35 

7. 2.36 

view, th(: time requir(d for submi~siol\ of DPR is 
b~tween 18 to 24 months. According to tht" Minis­
try it would require 2-3 y"ar, to pre part" DPR in the 
case of refinl'!ry prnjech. Th~ Committee desire that 
th] time limit for pr .paration of DPR in the case of 
refinery proj ct, I'lnuld be prescribed by the Depart­
ment of P.:troll:um in cOlliultatiolL with Public Invest­
ment Board. 

Th~ CommiCto::e ar.: toncerned to note that no 
indig~nom technology is available for St'condary 
processing facilities and sulphur r.:covery plants. 
BPCL has entered intc agreements for acqui,ition of 
t .. chnical know-how for refinery ex.pansion from MIs. 
UniVersal Oil Products Illc. USA and for sulplllur 
recovery plant from M/i, Comprimo B.V. Holland, 
The aglUments, however. do not provide for tran-,fer 
of technology. Thus so far there S(('ms to have been 
no attempt at indig'!ni~·ation. On the question bring 
taken up by thi~ Committee, the Minirtry promised 
to evolve a stratt gy in order tc identify the areas 
in the refining field for transfer of teehnolox.y, its 

. adaptation ll.nd indig~nisation. The Committee 
de~ire that a compreh~n<ivc revitw to identify the 
area~ needing indigcn:sat:on of techn'Jlogy in the oil 
refining field should be undertaken on urgent basis 
and a time bound programme cvo Ive d for swift act'on. 

While dealing with the question of indigenous 
trchnology the Committee cannat help commenting 
on the way tb.~ Government and BPa.. have overlook­
ed exploitation of ;J?,d;genol1, t:chnology for the 
Company's Aromatics project at the initial stage. 
Forcign technology was enVisaged resumably without 
ascertaining the availability of indigenous technoloJY 
for the aromatics project approved by. GovernmeDt 
in April. 1980. While the foreign collaboration pro­
posal was under consideration in 1981 EIL on their 
own approached the Government ofti:ring the ir services 
for utilisinl indigenous technoloQ which was later 
accepted. Another feasibility repol. was prepared 
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thereafter in May 1982 and the· 'Zero' date of the 
project was revised from April 1980 to August 1982. 
The Conpnittee could not ~esist a feeling that had the 
company exercised caution to look for indigenous 
technology; in the firrt instance, delay in completion 
or~ project would have bel."nav~ided. 

At the instance of the Committee. Ministry of 
Finance has prescribed a time limit of 6 months for 
clearance of projects by Govetnment. The Commit­
tee note that the Government had taken b:tween 7-21 
months in II cases. six of BPCL's new projects are 
reported to be awaiting clearance from the Govern­
ment for more than olle }ear. The feasibility Report 
of C3/C4 separation facilities project was slo\bmitted 
to Government in February, 1-982., i.e. over 2 years 
back. Though Dew.rtment of Petroleum have ex­
plained in a note th~ stag·~s involved in the matter of 
c1ealance of a project. the Committee rail to Wlder­
stand why it i:< takiIJ.8 more than 2 year~ to take a 
d~ci3ion on the hsue. Th~ Committe~ note that the 
Ministry of Finance have suggested two ~tage clear­
ance of proj.!cts ill order to reduce time taken for 
giving approval to projects. They trust this proposal 
will b:: examined bJ th~ Department of Petroleum 
quickly and a sdtable procedure evolved for giving 
clearance tQ thp. pruject within the minimum time 
possible anuggest.:d by Finanl.C Ministry. 

The Comm'tte'! are glad to note that the capacity 
utilisation in B.:>mbay refinery has been steadily im­
proving from 71 % in 1976 to reach 95 % in 1981-81. 
It. bowt:ver, fell down to 85 % in 1982-83 due to strike 
in the r.:finery which reportedly resulted in thl'ough­
.put loss of about 3500 tonnes pet day during the 5 
montlls' strik~ p.:riod: Capacity utilisation in the 
r:finefy woiild have bceri,eveh more but for slowing 
dOwn of productbn of LSHS a~ aromatic naphtha. 
the disposal of whkh bas ·p.>sed a serious problem. 
The Oompany expects to overcome this by underta.ldn,g 
e~rts to the extent possible. The Committee feel 

8~~~~S--~--~------~~------~------------
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thctR is Deed' for exPlolti. the export poten­
tials in these commodities more effectively. The 
capacity utilisation in LOB . plant at Bombay has 
been poor all alon, varyin; between 61 % and 77 % 
duriq 1976-83. In Caleutta LOB plant c.apacity 
utilisation has been aradually improving from 35 % 
in 1976 to reach the level of 113 % in 1912-83. The' 
Conunittee regret to bear from the Petrole,um Secre­
tary .at \lGdcr utilisation of capacity in LOB plants 
was deliberate due to depresaed demand. The 
Commit~ trust that the demand constraint has since 
been fBUy overcome and that there will noi be any 
further under-utilisation of capacity. 

The refining costs of BPCL had been about 100 % 
higher than the proVisional OPC standards durin. 
1979-81 and about 25 % higher during 1982-83. The 
provisional standards have b::en revised in April, 1981. 
It needs to be poinkd out that in the absence of pro­
per norms the compariSon of provisional !,tandards 
with actuals is meaningless and leaves no scope for 
immediate remedial action kina taken for e.tive 
cost control by oil companies. They, therefore, re­
commend that the feasibility of laying down standards 
in this respect in the begiMing of every year ~hould 
be exammed with a view to enable realistic assessment 
of costs. In this connection the committee are sur­
prised to notC that although the compaD,y's acaval 
refinins costs Were hieber (Rs./MT 30 in 1981-82 and 
Rs~/MT 34.16 in 1982-83) then the OPC DOrm (Rs./ 
MT 28.69), BPCL was nOt provided with the details 
of caicl'lation of OPe norm with the re8ula the comP8JQI 
roportedly was not able to indentify the incluse in 
0051 eiements. The), hope that there IIUII not be an,y 
d.utty on the part of Government to furnish 
these details to oil companies to enable them to tab 
timeb'cortective action when the actuals exceed the 
norms. 

Value addod per man moJUh Cat constant pric:ea) 
in BPCL refiDeq has bren sharpIJ dccliaiDJ,~ 



(1) 

u. 

(2) (3) 

6",.. from Its. 6.83 laklls iit 1978-79 110 Rs. 4.98 
lakis ill 1981-82. Tile dediniag trend in value added 
i's attr'ibllted to luge scale Ilo.'craitlnent and progressive 
increase in processing or B.H. crude whicp results in 
product~Ji of low value added item. The Company' 
expects fhat tb,e value added per man month in BPCL 
~efiner; will start increasing with the ocol1lDlissioning 
of the expansion project and aromatics project. These 
projecta will reportedly enab~ production of hip 
value added products. The Committee were in­
fo1'.lllCd br t.hC BPCLthat value added in ferms of 
man-month has not been COIIIqIuted fcr inclusion in 
DPll of expansion Project. They fail to understand 
how this important prodllctivi\J index has been ig­
DOred by. tho compar.y while? preparing the DPR. 
The Committee desire that value added in terms of 
man-month may now be ca1cuiated to enable a com-

o parison with the actuals in fQture. Incidentally, th~ 
Committee 0 are not sure whether the value added 
is being compIDCd by the CoJNI&D.Y correctly in accord­
ance with the f~rmula adopted by 0 the. BPE. In any 
case, tho CommiUce desire these should be got checked 
by the BPE and the value adde4 .in regard to the Refin­
m, activities as we Il as in regard to the entire activities 
of the CompaDl should be c()rrectly depicted'in the 
Annua~ Reports in future. 0 

3..... The minimal·nationahtaadards in quantum limits 
propo!led iJ1lbe ~Jdral &.Jard for the Prevention and 
Controhlt' Water Polln&nlHl emuents from oil re­
fineries are not met by the BK1.. refinery as it uses sea 
Wa1x:r on dncMhrough 1r.lsis'for refinery processing, 
Althoup itwouldbc pOssible 10 minimise dischargill8 
Waste' WIlier b1 recirculation of cooling water, BPCL's 
problem is stated to be oW' of getting fresh water to the 
order of 10.000 ~nnes per da1. Il is not kuQwn 
whelMs tr. qttestion of fresh Water supply Was taken 
up widt.~oMl&nicipa.l Au1borities. Althoup BPCL 
_ QJa,imed tbIIt _dl.at wa.r does not cau~ any 
__ tG11!e -.life, 111: ~ desire that the pro­
posal made 110 ElL to undtrtake studg of ellluent 
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treatment should be viFrollsly followed and nece­
ssary steps taken as a result thereof to strictly observe 
tho quantum limits propoeecl by the Central Board. 

4.39 The Committee regret t? note that in regard to 
marketing of LPG although the oil industry was hope­
ful of covering the majority of towns in the category of 
population between 20,000 and SO.OOO by 1983-84, 

J it was possible to cover only 162 towns ou.ofth~ total 
~'739 by June 1983. EVen in these towns all applicants 

have not got the supply. Another 280 towns life now 
expected to be covered'by 1984. This will leave nearly 
300 towm uncovered against inriustry's earlier antici­
pations, The Committee find that although there has 
lJ:en rapid expansion in the availability of LPG 
during the past three years, the indigenous manufac-

( tufe of cylinders has not kept pace and there is acute 
shonage of cylinders. This constitu1es the main 
conrtraint in expanding LPG supply to smaller towns. 
The shortfall in cylinder manufacture against the oil 

, industry requirements was 6.5 lakhs in 1981-82, 5.1 
lakhs in I 982·83 and 7.0 lakhs in 1983-84. To meet the 
present shortage, it has been decided to import 81akhs 
cylinders during 1983·84. Besides import of cylinders, 
it may be reportedly Ilfcessary to import certain 
quantities of valves and prOli~ure regulators also. 
Petroleum Secretary admitted befor.: the Committee 
that there had beea failucc'5 in planning and taking 
advance u.ction which was responsible for these 
shortages and neeessjtated imports of these items. 
It is clear from Petroleum Secretary's statement be­
fore the CoDunittee that not only the import of cylind. 
ers but even the import of steel for cylinders could have 
been avoided. The CoDllQiuee !;lInnot help expressing 
their unhappiness as the lack of plannm, and foresiJht. 

14 4.40 One of the reasons for shortfall in cylinder manu. 
facture was atat.cd to be sbortase- of LPG steel. 
Accordina to Depart.ment of petroleum the local 
LPG ... ' availability was always inadequate and 
year after year imports W81C being made. The Com. 

------~----------~---
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mittoo . note that the·vaIue of Drders placed by SAIL 
.for import of LPG steel waa RI. 4.8 crorea in 1980-81 
andRs. 2.8 crores in .1981.&2 andNOC issued for 
import during 1981.84 valued at Rs. 28.3 crorea. 
Department of St=1 hat, howcvor,f,'epOrtecl that 
th~jsno c:onstraint so (81' IlS making of LPG steel 
is .~nu:d and that SAIL can meet the entire 
del.wlnd. The' shortfall in steel production durina 
1981-83, according to Department of Steel was 

-dlaeto inspection and QWIli"ty problems. These 
fiIctoD arc entirely within the control of the Govern­
ment. The Committee arc, however not clear as 
to what lUlCCSSitated issue of NOC for import of 
LPG lteel to the extent of 89,400 tonnes during 
198,1.84. This clearly contradicts the steel Depart­
met's claim that SAIL can meet the entire demand. 

As far the sho.-tage of cylinders are concerned, 
the constraillt till end of 1981-82 was stated to be 
inadequate capacity for manufacture of cylinders. 
Durina the succeeding years although the installed 
capacity for manufa~re of cylinders was much 
higher than demand. there was no system of control 
or monitoring to ensure adequate indigenous manu­
facture of new cylinders wnforming to the required 
standard. Surprisingly the Department of Petroleum 
docs . not have even a Ust of cylinder manufactures 
in the country particularly in small scale sector. 
Admittedly the Departmen(s coordination with the 
Ministry of In4ustry in this respect was anything 
butsatisfactQry. The Committee trust that the 
quesUQn of evolving a suitable system of. coordina­
tion .1Ul4 streamlilling the .. pprchase procedures fOl 
cylinders will be considered early and the Committee 
be informe4. 

The observations of the Committee in the fore­
,going par~raphs of this section woul4 unmistakably 
sho~that the failurejn pl~nnir.g and coordination 

.. Oll ,the P!Lrt of the D~p~p!ent of Petroleum have 
'1!CSu1tcd inavoic;lable fo~ign exchange outgo on 
account c 1" import of .LPG, steel and cylinders, The 
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Committee hope that in future the Department would 
show more alertness and foresightedness in dis­
charging responsibility of planning and coordination 
in this reprd. 

17 4.43 The Committee regret that although Chief Con-

II! 4.44 

troller of Explosives (CCE) d~ the oil com­
panies as far back as 1978 to discontinue use of 'F' 
type valves on the ground of safety and replace them 

• by a self-closing pin type valve, the oil companies 
still continue to use the traditional types thus exposing 
con~umers to safety hazards all these years. A Com­
mittee set up thereafter known as Bhatnagar Com­
mittee recommended adoption of Kosan compact 
regulator and self-closing valves as the standard 
and also recommended that the quickest way of 
doing this was to import its technology. Notwith­
standing these recommendations, it was decided to 
accept the indigenously designed compact type which 
was found acceptable on evaluation tests. 

Owing to lack of strict discipline in the matter 
of quality control the local manufacturers adopted 
minor deviations from the original design which to 
some extent had an adverse impact On safety aspects. 
Sadly, in some cases these have reportedly caused acci­
dents. The Committee would like the Government to 
have a reassessment of the effectiveness of their quality. 
control machinery and the extent of its responsibility 
for failure of quality in valves and regulators. They 
would urge that the use of traditional types of valves 
should be discontinued at the earliest as recommended 
by CCE and the question of import of technology, if 
foUnd inevitable should be finalised without further 
lose of time. 

Targets for establishment of retail outlets are 
fixed every year in order to set up the distributive 
infrastructure to meet the anticipated growth in 
the consumption of petroleum products BPCL's 
performance in regard to achievement of these targets 
has, however. been very unsatisfactory. The company 
was able to set up only 89 outlets against the target 
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of 375 during the 5 year period 1978-83. 
The reasons advanced for this failure are hardly 
convincing. The company's target for 1983-84 is 
123 outlets which appears to be ambitions considering 
its past record. The Committee have been informed 
that the Corporation has taken effective steps to 
clear the backlogs on new commissionings by the 
end of 1983-84. The Committee would await the 
results of efforts of the Corporation in this regard 
and would watch with interest the actual number 
of outlets established during 1983-84. 

19 5.22 Industrial relations cUmate particularly in BPCL's 
refinery left much to be desired. The BPCL refinery 
faced a S-month long strike of the entire work froce 
from mid January to mid June 1982 resulting in 
2,19,611 mandays loss and 7,23,700 M.T. through put 
loss. The workmen were demanding extension of 
pay scales and service conditions applicable to the 
employees of the erstwhile Burma Shell Refinery 

. to the new workmen recruited afw takeover by 
Government. According to the Department of Pet­
roleum this could not be conceded as this would 
have resulted not ooly in creating high wage islands 
in the public sectOr system but would also ha~e had 
serious repercussions in the rest of the public under­
takings. Although an inter:m settlement covering 
a period of four years was reached at the end of the 
strike, a long term sett1ement sttll remains to be 
reached. The Committee would urge that Government 
should expedite its examioation of this issue keeping 
in view the urgent need to" bring an early long term 
settlement between employees and management and 
in orda Lo secure the full co-operation and parti­
cipation particularly of refinery employees who are 
reported to be still boycotting the joint forums. It 
i. heartening in this connection to note that the work­
men in the Marketing Division have already signed 
a long term settlement on the issue of wages and 
service conditions. 

lO S.23 A part from the major strike in 1982 there had 
been 37 occasions during 1978-83 when BPCL 
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employeoa both ia refinery &lid marketing Divisions 
resottod to strikes. Out of thasc, 16 incidents were 
stated to be on accoUlU of extraDoous factors and 
the rest due to internal factors such as introduction 
of public sector wages. delay in paymeut of bonus, 
disciplinary action by maDaaement, fulfilmcut of 
production targets, want of speedy settlemeDts etc. 
The Committee feel that at least some of these could 
have been obviated had thero beeD Grievance Com-
mittees entrusted with the responsibility of resolving 
workers' .rievances and disputes. It is surprising 
that no thought appears to have been givCD by the 
manb.gement to evolvo foruma for this purpose despite 
itrlices time and again. the Committee hope that 
at least how the undertaking will take action to set 
up grievance committees in the refinery and market­
inti: dlvisioi1S with a view to speedily resolve workers' 
grievances in a climate of confidence .. 

21 S .24 BPCL introduced workers' participation scheme 
in 1976 by forming 4 shop council~ and a joint council, 
in the refinery. Since September, 1978 the workers 
ate, however, not participatinB in any of the forums 
for joint participating in the absenCe of resolution 
of problems relating to their pay structure. Ihe 
Company has pleaded that despite its rene~ed efforts 
topersuadc the union to reactivate the joint forums, 
th\'iir response continues to be neptive. Frankly, 
the Committee did not expect an expression of help­
tessness in this reprd from the company. It should 
be possible to carry conviction with the workers, 
iWing in their mind the :perBpective of their larger 
interest. With.a view to «cate favourable climate 
for securing workers' participation in these Joint 
T()nirns, the Committre "feel that it is necessary that 
the issue of pay scales and COnditions of service of 
WOrkers should be expeditiously resolved. The 
"Company should also examine the question of dele­
'gabon of powers and a&tDity at appropriate 
level in the orpRisation to &eeure involvement of 
employees for development and powth ot the 
c8np1tiiy. " 

, ...... ; :="," .. 
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21 6.29 ne Committei' are ~ to find that tho 
margiJlal incre&5C in tho pro&. (before tax) of tho 
company from Ra. 29.60 ctores in 1981-82 to 
lls. 29.96 ClOlCS in 1982-113 is o~y illusory in as much 
as if OJUI excludes the prior year's income which 
stood at Rs. 5.5 crores m J!l81-82 and Rs. 14.0 
crores in 1982-83, the operating profits of the company 
wopld actually ahow a sbl!rp decline 4uring 191\2-83 
. by about 33 %. The Conugitte9 find that the annual 
accou.uts presented by the company do not briDg 
. out the wor)dng results in .a manner that would make 
fC)l'comparison from year to y.oar on a reliable basis 
in view of the prior period adjustments. They, 
therefore~ J'Cquire that the prior period adjustments 
should be made in annWl1 accounts in such a way 
that .the ~unts depict the true picture of profit-. 
ability and enable cam:c:;t comparison of the opera­
tion of the company ,()v~ the years. This may be 
done in consultation with ttul C&AG of India. 

6.30. T-hc CoaDiUee .ote that sharp fall in profit. 
-Aurial 1982-83 was atttibvtod to the marketing 
diviIioa where tAore:wasbigher depreciation (Rs. 
;2 .II Cl'01'OI), morc.seitl «lOIIt of <staff (Rs. 1.1 crores), 
1WIer .ftCOVOI"MIs j)Il uaDlportation costs (Rs. 1.7 
ormes) _ ~ cqst of IGsses (Rs. 1.4 crores). 
The Committee. ~ :that the profits of tho 
company as a percentage to capital employed had 
e.enBiwply decUD.iDg )IC8I' after year since 1978-79 
.aept in IJB1-82. -Daring '1982-83 the percentage of 
gl'DII profit to capital.employed was only 36.9 against 
·the target :Of 114.3 ··iadicatod by tho Ministry. The 
da:liDc was reponed ,to be due· to increase in require­
:JDtJlt ilf working .. capital .coupled with the need to 
maint1t.in 'ItoQk.leveJs and heavy expenditure on new 
projects u:h. as roinery eipansion. The Committee 
would urge that in order to generate sufficient internal 
~ -fer fu~we needs, the eompany sllould 
!OqiNitiously ·complete the ·projects so that they 
yWd ~priate rotuma in . time. 

J4 6.31 Ax:cordiDg to BPE, the level of 1lpare5 inventory 
·in 'BPCL Which rcpreaents 607.8 daYB'_~~...pt!9n ---------------------------------------------



(1) (2) 

66 

(3) 

I 
is high~ than the prescn"bed norms. Items worth 
RI. 2.S crores have not moved for more than two 
yeats. Tho Committee w~UId urge that directivCl 
issued bY BPE in this regard should be expeditiously 
implemented by tho Company to achieve tho desired 
results. ' 

25 6.32 The Committee do not appreciate the practice of' 
adopting short term methods to meet huge short­
falla in manpower every year. The shortfalls in 
tho management staff against tho assessed require­
ments went up from 65 to 184 during 1979-82 and 
in the case of workmen from 289 to 475. Further, 
the rate of absenteeism in tho company has been 
as high as 12%. To meet these shortfalls, the 
company was reported to have adopted the practice 
of putting workers on overtime or engaging workers 
temporarily or conuacting out jobs. One of the 
reasons for shortfall in actual suength has been 
delay in recruitment Tho present prescribed pro­
cedure is, of course, cumbersome and dilatory. The 
Committee recommend that the Government should 
examine the possibility of devising a speedier pro­
cedure for making recruitment in Oil Companies in 
view of nature or their operations and importance 
of the industry. 

26. 6.33 It is evident that the company's man-power 
policy did not attract tbe atteJttion of the Government 
so long. The Committee feel that the shortfalls 
in man-power could hne been larse1y avoided by 
taking advance action for recruitment. The 
possib!lity of havin, coordination with Industrial 
Training Institutes to ensure adequate number of 
skilled workers should have allo hee,!- exam!=d. 

27. 6.34 The Committee are of the view that the perform-
ance of BPOL would have been better. had it 'been 
kept UIlder cloee review by the Board as. well as 
admlaiistrative Department. In this COJlIJeCtion. 
the Committee nolo that although accordina to the --------
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guidelines issued by BPE, the administrative 
Ministry should hold performanc:o review at least 
four times in a year, the review meetings at least 
four times in a year, the review meetinas 
were not held systematically and as frequently 
as was required. The Committee hope that in 
future these meetings will be hold regularly by 
undertaking critical review of tho workin, of the 
company and necessary directives issued from timo 
to time to improve the Company'i performance. 

MGJPJUtND-CJl-U-ILSS/84-2J /4184-1155. 
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