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INTRODUCTION

1, the Chairman, Committee on Public Undertakings having
been authorised by the Committee to present the Report on their
‘behalf, present this Eighth Report on Oil, and Natural Gas Com-
mission—Organisational Structure and Project Clearance.

2. The Committee took evidence of the representatives of Oil
.and Natural Gas Commission on 23 and 24 September, 1985, 28 and
-29 October, 1985, 10 and 11 February, 1986 and of Ministry of Pet-
‘roleum and Natural Gas on 12 13 and 14 March, 1986.

3. The Committee considered and adopted the Report at their
sitting held on 21 April, 1986.

4. The Committee wish to express their thanks to the Ministry
of Petroleum and Natural Gas and Oil and Natural Gas Commission
for placing before them the material and information they wanted
in connection with examination of the Commission. They also
wish to thank in particular the representatives of the Ministry of
"Petroleum and Natural Gas and the Oil and Natural Gas Commis-
sion who appeared for evidence and assisted the Committee by
placing their considered views before the Committee.

New DevrHI; K. RAMAMURTHY,
April 25, 1986. Chairman,
Vaisaka 5, 1908 (S). Committee on Public Undertakings.
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CHAPTER 1
i URGANISATIONAL STRUCTURE
A. ONGC Act, 1959

1.1 Oil & Natural Gas Directorate was set up by the Government
of India in 1956, It was later converted into a statutory body known
as Oil and Natural Gas Commission under the ONGC Act, 1959. The
. composition, powers and functions of the Commission have heen
‘specified in the Act. ’

1.2 According to Section 4 of the ONGC Act, 1959, the Commission
shall consist of a Chairman and not less than two and not more Lhan
eight other members appointed by the Central Government.

1.3 Under Section 14 of the Act, the main functions of the QOil &
Natural Gas Commission, subject to the provisions of the Azt
inter ulia, are “to plan, promote, organise and implement programmes
for development of petroleum resouirces and the production and sale
of petroleum and petroleum products produced by it and to perform:

such functions as the Central Government may, from time to time,
assign to it.” . ‘

1.4 Since the Act was enacted about 26 years back, certain cons-
traints have been experienced in the smooth and speedy commercial
working of the Commission owing to certain provisions in the Act.
In fact, keeping in view the size of ONGC, the high cost, the high
risk and highly sophisticated technology in - its operations and the
performance of ONGC in the past, it was felt that ONGC should real-
ly have more powers than any other Public Sector Undertakings
which are normally registered under the Indian Companies Act, 1956.

1.5 The Committee on Public Undertakings, which examined the
working- of ONGC first in 1964-65 and again in 1971-72, inter-alia
found that the Act, under which the ONGC had been constituted, did
not provide for appointment of the Chairman as its Chief Executive
Officer. The Committee (1971-72) in Para 2.11 of their 16th Report
(Fifth Lok Sabha) recommended as under:

“The Committee after careful consideration are compelled to
reiterate their earlier recommendation that the Govern-
< ment should arm the full time Chairman with the authority
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of the ‘Chief Executive’ of the Commission with a view to
expeditious implementation of work in the various fields.”

1.6 In Para 2.43 of their 16th Report (Fifth Lok Sabha), the Com-
mittee (1971-72) also noted that the non-statutory Public Undertak-
ings like Indian Oil Corporation enjoyed comparatively greater auto-
nomy in exercise of their powers and did not require the previous
approval of the Central Government for framing their rules and re-

. gulations as is required by the ONGC under Section 32 of the ONGC
Act, 1959. The Committee also felt that the restrictions imposed

“upon the ONGC under Sections 15 and 32 of the Act had the effect
-of impeding the efficient working of the Commission. The Com-
mittee accordingly recommended that Sections 18 and 32 of the
ONGC Act, 1959 might be suitably amended.

1.7 In their action taken note, the Government endorsed the basic
principle underlying the recommendations. The Ministry of Petro-
leum and Chemicals also stated in their reply dated 14-11-1972 as
follows:— ’

“Government are already examining the future pattern of
structure, organisation and financing of ONGC in the light
of the recommendations made in CPU|Malaviya Commit-
tee Reports. The statutory changes that would be neces-
sary to give greater autonomy tQ ONGC, would be brought
about when the amendment of ONGC Act is undertaken to
give effect to other decisions that Government may take
on the suggestions made in these two Reports.”

1.8 The high powered Committee under Shri K. D. Malaviya, M.P.
had been set up in 1971 to review the functioning of the ONGC and
make necessary recommendations for its improvement on various
specific matters including the organisational structure of ONGC. The
Malaviya Committee recommended “certain radical and far-reaching
changes” in the structure and organisation of ONGC.

1.9 In relation to the ONGC Act, the Malaviya Committee, inter
_alia, observed that “In a large measure the present ineffectiveness
and loss of purpose was inherent in the Act which placed the statu-
tory body in a position of subordination to the Government Secre-

-tariat.”
In the same context, the Committee observed:

“The Committee has found much evidence for the conclt':sion
that the strange mixture of a Commission-cum-Subordinate
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office that the ONGC now is, has made it ineffective as an
organisation. It has neither the status of a Commission

nor the flexibility of a Corporation. In fact, it has the dis-
advantages of both.”

1.10 Duxing evidence of the representatives of the ONGC, the
Committee wanted to know the views of ONGC on the sbove obser-

vations of the K. D, Malaviya Committee. Chairman, ONGC stated
as follows:

“Basically the statement made by Shri Malaviya Committee
in their Report is correct. We have suggested certain
amendments to the Act itself so that our functioning can
become a little more autonomous as compared to some of
the other public sector units. Because of the Act there
are certain things which we cannot do....So, there is
need to amend this Act so that certain additional powers are
given to Commission so that we are able to operate more
effectively without referring anything to Government.”

He added:

“Unless you change the total structure between the Govern-
ment and the public sector, interference cannot stop.
Unless there is accountability both at Government level
and at the public sector level, it will not do because Chief
Executives are accountable for the results. This is not so
far as Government officers are concerned.”

1.11 In regard to the main recommendations of the Malaviya
Committee and the action taken thereon by Government, the Minis-
ter of State for Petroleum, Chemicals & Fertilizers made a statement
in the Rajya Sabha on 6th December, 1977. In the statement, the
Minister of State for Petroleum, Chemicals and Fertilizers stated
inter alia:

“As the House is aware, Government have had under their
consideration a review of the organisational structure of
the Oil & Natural Gas Commission, (ONGC) with due re-
gard to their growing responsibilities and the importance
of their efficient operations to the national economy.
Although certain decisions had been taken tentatively by
the Government in this regard, the matter needed to be
examined in greater detail in view of the intricate and
romplex nature of the subject taking into account various
recommendations made so far. I am glad to say that the
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examinztion ¢! we feetors invoived has now bLeen coim-
bleted and I have the privilege to place betore the House
the decisions of the Government on the futv: e organisa-
tional set up of the ONGC.- '

»* » »® »
The ONGC is a growing organisation and is in the thick of
major operations, particularly in the offshore sector. We
have therefore proceeded on the basis of making minimum
changes at this stage and they have heen designed to add
strength and a better definition of the responsibility at the
staff and executive levels of opetatioas aund hetween the
ONGC and the Government.” '

1.12 Subsequently in March, 1981, in- Rajva Sabba in reply to
USQ 1216 answered on 2-3-1981, in regard to the action taken on
specific recormmendations of the Malaviya Commiitee, the Minister
of Petroleum, Chemicals and Fertilizers stated as under:—

“The Malaviya Committee had inter alia, suggested that the
present ONGC should be dissolved and instead a three
tier structure should be created for oil exploration work
in the country. Firstly, it had suggested that the respon-
sibility for national policy for oil exploration at the
highest level should vest in a body known as the Oil &
Natural Gas Commission. The Chairman of this Com-
mishion should be a person of Cabinet Ministers’s rank
and for some years the ' Prime Minister should take
over the Oil Exploration portfolio. A  Department (i.e.
Ministry) of Oil Exploration should be created as the
-implementing agency for the Commission’s policy. Thirdly
the present functions performed by the ONGC should be
entrusted to a Corporation which may be called the Oil
& Gas Corporation of India. These recommendations were

considered hy the Government but were not found
acceptable.”

1.13 Tt was also stated that Government had taken action on
various operational recommendations of the Malaviya Committee
Report. As to the actual action taken in pursuance of these recom-
mendations, the ONGC has in a note stated as follows:—

“Arising out of the Malaviya Committee recommendation, tbe
composition of the Commission was modified from 1974
onwards to include Secretary (P) and Secretary (Finance)
as members and raising the status of the Chairman and

! ,
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also empowering him with the powers of the Chief Exe-
cutive.. .In addition, Government made some changes in
the internal management of the Commission.”

114 At present Ministry of Petroleum & Natural Gas is being
represented on the Commission at the level of Joint Secretary.
Similarly Finance Ministry is being represented by an Additional
Secretary. During evidence, Chairman, ONGC suggested before the
Committee that Chairman of the Commisgion should be of level of
Secretary to the Government of India and Secretaries to the Govern-
ment of India should be on the Commission for quick decision. It
was also stated that Secretary Petroleum and Finance Secretary
represented their respective Ministries on the Commission from
April 1974 to December 1977.

1.15 The Committee wanted to know the advantages in having

Secretaries of Government on the Commission. Chairman, ONGC-
stated as follows:—

“After the Malaviya Committee, the Secretaries to the
Government of India (Ministry of Finance and Petro-
leum) had to be on the Commission as Members and the
Chairman obviously had a higher status. As the Secretary
is on the Commission and a decision is taken, he is the
final authority in the matter, Then the proposal would
not go through the Desk Officer and others. Now what
happens is the Joint Secretary or the Additiona] Secretary
is on the Commission and the proposal goes through the
whole process, because the Secretary is not involved.
They would like to analyse, re-analyse and so on. If there
are three or four Secretaries on the Commission, they can
also act as empowered, work as best as Committee of the
Government to clear the proposals. It has a tremendous
advantage.”

1.16 Asked about the views of the Ministry on the above sugges-
tion of the Commission, the Ministry of Petroleum and Natural ‘Gas
replied in a written note that Government decided after careful
consideration in 1977 that representative should be at the level of
Joint Secretary|Additional Secretary in Ministries of Petroleum &
Finance. The Government does not see need for any change.

1.17 During evidence, the Committee pointed out that an officer of
Joint Secretary level may not be able to take on the spot decision.
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To this Secretary, Ministry of Petroleum and Natural Ges stated
as follows:—

“The powers of the Commission are given with reference of
the Commission as a whole and not with reference to the
composition of the Commission. In fact, a few years ago,
prior to December 1977, there were Secretaries on the
ONGC. The powers of the ONGC at that time were less
than the powers of the ONGC today in several respects.
So, the powers delegated to the ONGC have no bearing
with the level of representation from Government. It
depends on the calibre of the full-time members...... ”

He further stated:

“I may point out that the presence of a Secretary in the
Commission may work both ways. We want the Commis-
sion to have its own independent thinking and not to be
influsnced by the Ministry’s thinking. There are six or
seven full-time members of the Commission. We want

. them to apply their mind to the problems. The presence
of Secretary could be a factor by which the Commission
itself may be influenced in a particular way and then it
could be said with perhaps some justification as to why
the Ministry is trying to influence the Commission by
putting its Secretary on the Commission.”

1.18 Asked about the purpose for having some .. officer of the

Ministery on Commission, the Secretary, Petroleum & Natural Gas
stated:

“The purpose is to reflect in the deliberations of the Commission
the approved policies of the Government. We believe
that an Additional Secretary or Joint Secretary is a senior
enough officer to reflect the policy of the Government in
the Commission. It is not to influence the decision of the
Commission but to make a contribution to the discussion
by conveying to them the appropriate and relevant policies
of the Government to the extent they are already there.”

1.19 On being pointed out by the Committee that Commission’s
decisions are to be approved by the Ministry, the Secretary stated:

“The Government, as an independent agency, could look at the
independent opinion of the ONGC. The idea is to allow
them to take an independent view and then the Govern-
ment can examine it. The Joint Secretary reflects the
policy of the Government which is already there. He does
not make policies in the Commission.”
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1.20 The Committee were informed that ONGC made a review
of the provisions of the ONGC Act vis-a~vis the corresponding pro-
visions of some other Public Undertakings and made certain sugges-
tiong to the Government as far back as 1983. In this connection,
Member (Personnel) of ONGC stated during evidence as follows:—

“We had carried out a very detailed exercise virtually section
by section. We had compared the provisions in the ONGC
Act, we studied what kinds of powers are available in the
Act and how they compare with the provisions of the
other public undertakings registered under the Indian
Companies Act.

Our contention was that in view of the importance of the
Commission and its activities and service to the basic in-
frastructure of the country, the Commission ought to have
really far more powers than any other public sector
undertakings. Quite apart from that, we discovered that
the Commission did not have the powers of a normal
public undertaking. To quote an instance, the power to
delegate is not available under the ONGC Act. For
example, the Chairman has certain powers and the Chair-
man cannot delegate them to somebody else without the
approval of the Government. This power is very impor-
tant to any progressive commercial undertaking so that
it can be more business like in its operation.

The second aspect is the rule making authority. The Com-
mission can make no regulation at all, unless it is approv-
ed by the Government and notified in the Gazette and

' then finally placed before the Subordinate Legislation
Committee of Parliament.

Even the power to change service conditions of the officers,
which is a power normally available to any public under-
taking, is not available to the Commission. That is, the
changes are subject to approval by the Government.

These are some of the very important disabilities being suffer-

ed by the Commission as a result of the operation of the
Act”

1.21 According to the ONGC, a meeting was held in the Ministry
on 15 January, 1985 to discuss the suggestions for amendments in the
ONGC Act. Tt has been stated that the reaction of the Ministry was
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that ONGC should brmg olt observations only on those provisions
which are directly related to the smooth working of ONGC and a

consensus was arrived at that Sectiong 12, 14, 15. 26, 31 and 32 need-
ed immediate attention.

1.22 During the course of examination of the Ministry, the Com-
mittee enquired whether any final decision has been taken to amend
the sections 12, 14, 15, 26, 31 and 32 of the ONGC Act. The Ministry
of Petroleum and Natural Gas in a written note stated as follows:-—

“The ONGC had proposed extensive and radical amendments
to the ONGC’s Act of 1959, rules and regulations there-
under. These were examined, in detail, and discussed
with the ONGC. In January 1985, the ONGC decided to
withdraw their proposal.

Fresh proposals for amendment were furnished to the Gov-
ernment by the ONGC in January 1985. After discussmns,
it was decided that the proposals for amendment of only
six (6) sections needed further scrutiny. These are under
consideration of the Government.”

1.23 During evidence the Committe= pointed out that the matter
relating to amendment of certain sections of ONGC Act was hanging
fire for a long time and wanted to know as to by what time Ministry
would take a final decision to amend the ONGC Act. Secretary,
Ministry of Petroleum and Natural Gas stated as follows:—

“There are some amendments we can consider—not sweeping

changes proposed by the ONGC. We had discussions and
we are having further discussions with them and we will
come to a decision soon.”

1.24 The Committee also enquired whether Ministry thought of
certain amendments apart from the suggestions submitted by ONGC
to amend the ONGC Act for giving more autonomy and powers to
ONGC for itg efficient functioning. Secretary stated as follows:—

“We have not thought of any amendment so far. The provi-
sion of the Act gives them enough freedom which has been
made use of by ONGC. They have framed a whole set
of regulations. They cannot manage the 45,000 people
without such set rules and regulations. They have the
delegation of powers. Accordingly, they take decisions
which have been approved by them at all levels. We
believe that the improvement in the functioning of
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ONGC can be brought about by measures other than
amending the Act. There is scope for improvement, We
had discussion with them. We have been making sugges-
tions, We feel, it is neither necessary nor essential to
amend any Act. Giving them greater power is the larger
decision of the Government. We feel there is no need
for any amendment at this stage. Giving them greater
freedom and autonomy perhaps may contribute in some
measure to efficient and better implementation.”

B. Organisation of O.N.G.C,

1.25 The Commission consists of a Chairman and 8 other Mem-
bers. The Ccmmission at present is comprised of—

1. Chairman

2. Member (Exploration)

3. Member (Drilling)

4. Member (Operations)

5. Member (Technical Services)

6. Member (Personnel)

7. Member (Finance)

8. Addl. Secretary, Department of Economic Affairs, Minis-
try of Finance and '

Joint Secretary, Ministry of Petroleum

©

1.26 The Committee are informed that a reorganisation scheme
which seeks to fully implement the concept of centralised policy
making and decentralised administration was introduo.gd in the
Commission in July, 1984. Under the scheme, four functional Busi-
ness Groups have been constituted. These are Explaration, Drilling,
Operations and Technical Services. The Business Groups have com-
mercial working relationships among themselves. While each func-
tional Member overseas functioning of the respective Business
Group, the Chairman directly oversees the functions of Vigilance,
Corporate Planning and management services, public relations, over-
seas and Commission’s Secretariat. The reorganisation scheme was
based on the functional specialisation and a common basin approach.

1.27 During the course of evidence of the representatives of
ONGC, the Committee wanted to know as to how this reorganisa-
tion scheme differed from the earlier organisation of ONGC. Chair-
man, ONGC explained as follows:

“Earlier we were organised on the basis of territorial bases of
off-shore and on-shore and it was resulting in many pro-

718 LS--2.
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blems. Only two members were handling all work i.e.
drilling, exploration, technical services and production.
The new reorganisation is more or less based on the in-
ternational pattern. Now, the organisation is based on
functional specialisation. We have four groups, opera-
tion, exploration, technical services and drilling supported
by finance and personnel. Each business group is an auto-
nomous one so that they can get the targets achieved
through an integrated system. Now we have geological
basins concept rather than off-shore and on-shore because
some basins may have both off-shore and on-shore. Then
we have our concept of centralised policy making and de-
centralised administration. The Commission members
would exercise their mind to the policy making, futuris-
tic planning, management of the environment and moni-
toring and giving support to operations. The operations.
would be handled by the Group General Managers for
which we have submitted to the Government our pro-
posals for sanction. We have also delegated the authotity
to the people at the working level so that they can achieve
quantifiable results. The specialisation aspect would get
the desired thrust from each member because it is almost
.equivalent to subsidiary companies of one international
company, for drilling they have a separate company, for
technical services they have a separate company, for ex-
ploration they have a separate company and the operator is
production department. Our concept is almost on the
same lines. Each group over a period would become a
profit centre and relationship with each other would be
based on commercial lines. Finally, it would be monitor-
ed by the Commission itself headed by the Chairman.”

1.28 The Committee further enquired about the need for reor-
ganisation scheme, Chairman, ONGC replied as follows:

“We had carried out a SWOT analysis. We were finding that
purchase cases were moving very slowly. When we
examined our hydrocarbon resources towards the end of
1981, we found that we had 17 billion tonnes of prognosti-
cated resources out of which only 3.5 billion tonnes had
been converted into in-place geological reserves. With the
economic development, there is going to be, a growing

.. demand. for hydrocarbons in this country. So, the need
arose as to how we can convert these prognosticated re-
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sources into in-place geological reserves, at an accelerated
pace to meet the growing demand. We formed a commit-
tee to look at the strengths, weaknesses of and opportuni-
ties before the organisation. This group went round, look-
ed into various systems and procedures and talked to a
large cross-section of the people. They found that the
existing structure, let alone meeting the future genera-
tion, was not even good for the present operations. For
example, on off-shore itself the volume of activities had
increased two to three times and the purchase cases were
taking long time because there was only one member
looking after the operations with four or five highly
specialised disciplines under him. It is humanly impossi-
ble for a member to take care of all the activities and
particularly purchase activities. The emphasis on train-
ing and development was also not there because no one
member was responsible for a particular discipline.”

1.29 Asked whether any time bound programme had been fixed
to implement the reorganisation scheme, Chairman, ONGC stated as

follows:—

“By and large, it has been implemented except for the addi-
tional post of Executive Directors/GM. Detailed check-
ing of physical stocks is going on, it will take a little more
of time.”

1.30 Asked about the results and benefits arising out of the re-
organisation scheme, ONGC informed in a written note that “the
reorganisation structure which has come into operation from July
1984 has already shown the desired results. This is primarily be-
cause of Business Group concept with required autonomy and decen-
tralisation of material function. There is an improvement in pro-
cessing of various purchase cases. The profit centre concept has in-
troduced a spirit of competitiveness which has had necessary positive
impact on the working of the Commission and is expected to further
improve in the coming years.”

In this connection, Chairman, ONGC also informed the Commit-
tee during evidence: "

“I am very happy to tell you that it has already started giving
desired results....The first is that specialisation and opti- -
mum utilisation of resources is receiving direct thrust.
The second one is that purchases used to take a very long
time. Almost in all cases, time has been reduced by
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20 per cent. We have found operational efficiency on the
increase in every area.”

1.31 On being asked as to how the new reorganisation scheme
introduced in 1984 was working, the Ministry of Petroleum .and
Natural Gas have stated in a note:—

“Restructuring of an organisation is a dynamic process and
every progressive organisation must go through such a
process consistent with the environmental and internal
needs..... After one-and-half years of this reorganisa-
tion, Government once again, reviewed in December, 1985
the structure to identify weaknesses, if any, and whether
there was a need for any modification. It was found that
the different functional Groups had not yet been able to
organise themselves as Business Groups acting as cost and
profit centres. It had not been possible to develop sepa-
rate costing procedures or even a format of budget for
each of the Groups. The ONGC had been functioning
essentially as a centralised unit with a common budget.
The other weaknesses noticed were:

(i) With all the Members located in Dehradun, their respon-
sibility or activity in all parts of the country, resulted in
inadequate supervision;

(ii) The basin approach had been diluted by having Gene-
ral Managers who reported to their respective Members
and provided a relatively weak coordination with officers
of their own level;

(iii) Absence of a single point responsibility for exploration,
drilling & production in these basins.

(iv) With centralised responsibility being thinly spread over
all the Regions and in the absence of Regional Organisa-
tion with authority and responsibility, the total opera-
tions of ONGC tended to become somewhat diffused.

1.32. The Secretary, Ministry of Petroleum and Natural Gas also
informed the Committee during evidence that in view of the rapid
growth of ONGC, its organisational structure has been restructured
many times in the past viz. 1974, 1976, 1978 and in 1881 before the
changes made in 1984 and again in 1983,
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1.33 The Committee wanted to know the difference between re-
organisation scheme of 1984 and the new scheme of December 1985.
The Ministry have stated in a written note as follows:—

“At the time of the earlier reorganisation, it was recognised
that there might be need of further modification. The
ONGC themselves made a proposal to strengthen the
second tier of the organisation by appointment of Exe-
cutive Directors/Chief General Managers. Taking into con-
sideration the proposals of ONGC and also the recommen-
dations of the Sen Gupta Committee, the Government de-
cided, towards the end of 1985 that for each of the Regions
—~South with Headquarters at Madras; West with HQs
at Baroda and East with HQs at Nazira, there will be a
Regional Director incharge of Exploration, Drilling and
Production in onland areas of his Region. Each Region
will prepare its own capital and operational budget and
will he given targets for Exploration, Drilling & Produc-
tion. For the Bombay Offshore area, which is the largest
producing area today and other offshore areas, there will
be another Executive Director incharge of Exploration &
Production who would also have Annual Budget and tar-
gets approved by ONGC.”

It is alsc proposed to have a Member exclusively for Natural
Gas in view of its importance in the Energy Sector. This
Member will coordinate Exploration and Development of
Natural Gas reserves in all the Regions and off-shore
areas and will also coordinate the investments to be made

for the utilisation of gas centres, production prospects of

which are clearly established so that there is minimum
flaring of gas. There will also be a re-arrangement of
functions of Members so that there is no increase in the
strength of six full-time Members excluding the Chair-
man.

Performance of the Regions will be reviewed internally by
ONGC and the overall performance of ONGC would be
reviewed by the .Ministry. These arrangements are to
come into effect from 1st April, 1986.”

1.34 "I'he Committee pointed out that there have been frequent
changes in orggnisational structure of ONGC (i.e. in 1974, 1976, 1978,
1981,~ 1984 an@ 1985) in past and wanted to know the reasons for such
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changes. Ministry of Petroleum and Natural Gas stated in a written
note as follows:— ‘

“Far an organisation like ONGC operating throughout the
country in different geological conditions and logistic en-
vironments, new organisational structures have to be con-
tinually evolved. The recent reorganisation in 1984 and
end—1985 are two examples of the efforts of the ONGC
and the Government to respond to the continually chang-
ing nature of challenges being faced by the ONGC.”

In this connection Secretary, Ministry of Petroleum and Natural
Gas stated during evidence as follows:—

“The changes are made due to the changing role of the ONGC
over a period of time. In 1974, there was a sea change in
the activities of the ONGC. Before the Bombay High was
found out and development began, ONGC’s activities were
almost stagnant. Secondly, we are not saying that the
1984 change is a total failure. This has given good results.
When the business groups concept was brought in 1984,
they had thought that it would not be possible to imple-
ment the business group concept without some changes.
So, after this 18 months period, all that we have done is
to bring about a slight improvement in the changes
already made. It is not at all a radical change.

He added: .
“We thought that the basic principle of this organisational
arrangement is to give responsibility and we find that this
had not been properly brought about in this arrangement.
That was the reason Why we brought about these two
changes in December 1985. These changes by no means
can be called radical. But they have been made to im-

prove the functioning.”

1.35. The Committee further pointed out that since K. D, Malaviya
Committee Report in 1872 no expert Committee had examined the
working of ONGC and there were frequent changes in the organisa-
tional structure of ONGC and wanted to know from the Ministry
whether it would not be better to appoint some expert Committee
to determine the proper organisational structure of ONGC. Secre-

tary, Ministry of Petroleum and Natural Gas stated:—

“Since reorganisation has brought out, and work has been

-4 goling on for some time, it should be given a chance fo
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work for four or five years. After that it can be reviewed, I
think the point has been well taken by the hon. member
that too frequent changes should not be allowed and the
reorganisation already recommended may be allowed to go

ahead.”
C. Relations with State Governments

1.36 It has been stated by ONGC that close liaison and inter-action
with the respective State Governments both at the regional|project
level as well as the Corporate Headquarters level is maintained. The
important areas of liaison with the State Governments include acqui-
sition of land, law and order situation, grant of PEL|mining lease,
employment, accommodation wtility services and infrastructural
facilities,

137 The Committee enquired about the nature of problems faced
by ONGC while dealing with State Governments. The Chairman
ONGC stated during evidence that real bottleneck with the States
was about the acquisition of land. Elaborating it further ONGC
stated in a written note that because of the Land Acquisition Acts of
different States acquisition of land for exploration|operational acti-
vities often takes very long time. In the case of reserved forest land,
the acquisition cases take very long time both in the State Govern-
ment Depariments as well as in the Central Ministries thus retarding
exploration activities. This has been a consistent experience in the

North Eastern States.

1.38 The Committee wanted to know whether ONGC had any sug-
gestions for making the 1land acquisition process easier, ONGC
stated in written reply furnished after evidence that certain amend-
ments in Land Acquisition Act, (18%4) and Forest (Conservation)

Act, 1980 are necessary. These are:—

1. Under Forest (Conservation) Act, 1980, besides State Gov-
ernment prior clearance from Central Government is
necessary if the land consists of reserved forest land. So,
there is need to amend the Act whereby it can be possible
to delegate such powers to Chief Conservator of Forests.

2. In view of special provisions given in the Constitution under
! Article 371A, the State of Nagaland has some special
privileges. No Act of Parliament in respect of ownership
or transfer of land or resources shall apply to State of
'Nagaland unless the Legislative Assembly of Nagaland so

decides. Waiting for Acquisition of land through land
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Acquisition Act is very expensive and it may be desirable
-to amend ONGC Act itself so that land could be procured
through bilateral negotiations.

3. Procedure for land acquisition under land Acquisition Act

1894 and Forest (Conservation) Act, 1980 may be simpli-
fled.

4. Section 17 of Land Acquisition Act, 1894 makes specia] pro-
visions with regard to urgent cases. Special provisions
have also been made to waive off certain procedures in case
of utility and essential seryices. These provisions could be
extended to activities relating to exploration, exploitation
and productien of hydrocarbons.

1.39 During the course of examination of the Ministry, the Com-
mittee -enquired whether the Ministry were aware of the fact that
ONGC was experiencing constraints in acquiring land for exploration
work. The Ministry replied in a written note as follows:— ,

“Section 24 of the ONGC Act declares land acquisition for
ONGC as a public purpose and provides that such land can
be acquired under the provisions of Land Acquisition Act
18%4. Notwithstanding this provision, the Exploration
Companies have been facing difficulties especially in the
‘Bastern Region where deforestation is involved. With the
promulgation of Forests Conservation Act, 1380, the proce-
dure for acquisition of forest land has become very com-
plex.”

140 Asked about the steps taken by the Ministry to help ONGC
in -this regard, Ministry intimated in a written note that efforts to
secure exemption for these companies under the Act has not succeed-
ed. However, at the instance of the Petroleum Ministry the Ministry
of Agriculture constituted a Working Group which went into the
question and consequent to its :ecommendations a simplified proce-
dure was evolved in April, 1984. Forest Secretaries of all the States

. and Union Territories were advised on the 19th April, 1984 that—

(a) for oil prospecting, cases need not be referred to the Cen-
., tral Government for prior approval, if no cutting of trees
is involved; and

(b) for exploratory drilling, where land required is not more
than one acre, the simplified procedure would apply. The
simplified procedure did not obviate the necessity of prior
clearance of Central Government; however, it prescribed
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a simpler format for information while this was useful

efforts are being made to have the area increased to two
hectares. :

1.41 It has been further stated that in February, 1986, the Minis-
try of Petroleum and Natural Gas requested the Ministry of
Environments Forests and Wild Life to consider allowing survey
activities without prior clearance for de-reservation of forest land.
The matter was stated to be under consideration.

142 Oi]l & Natural Gas Commission was set up as a statutory
body under the GNGC Act, 1959. The composition, powers and func-
tions of the Commission have been specified in the Act. The Com-
mittee find that owing to certain provisions in the Act, constraints
have been experienced in the smooth ang specdy commercial work-
ing of the Commission. The Committee on Public Undertakings
which examined the working of ONGC first in 1964-65 and again in
1971-72, inter alia found that the Act, under which ONGC had been
constituted, did not provide for appointment of the Chairman of the
Commission as its Chief Executive Officer. It was also noted that
ather non-statutory public vndertakings like Indian Qil Corporation
ete. which had been set up under the Indian Companies Act enjoyed
comparatively greater autonomy in exercise of their powers. The
Committee had also felt that the restrictions imposed wupon the
ONGC under Sections 15 and 32 of the Act had the effect of imped-
ing the efficicnt working of the Commission. The high powered
Committee set up in 1971 under the chairmanship of Shri K D.
Malaviya, M.P to review the functioning of the ONGC also came to
more or less the same conclusion when it observed that “In a large
measure the present ineffectiveness and loss of purpose was inherent
in the Act which placed the statutory body in a position of subordi-
nation to the Government Secretariat”. This Committee had also
observed that “It (ONGC) has neither the status of a Commission

nor the flexibility of a Corporation. In fact, it has the disadvauntages
of both”.

143 Following the recommendations of the Committeec on Public
Undertakings and thos¢ made by the Malaviya Committee, the
Ministry of Petroleum and Chemicals stated on 14-11-1972 that Gov-
crnment was examining the future pattern of structure, organisation
and financing of ONGC in the light of the recommendations made by
those Committees and that statutory changes that would be neces-
sary to give greater autonomy to ONGC would be brought about
when the amendment of ONGC Act was undertaken. The Commit-
tee have been informeq that arising out of the Malaviya Comunittee’s
recommendations, the composition of thd commission was modified
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from 1974 onwards and the status of the Chairman was raised to that
?f.a Chief Executive. In addition, Government made some changes
in the internal management of the Commission. However, the basic
problem of modifying the provisions of the Act with a view to confer
a greater degree of autonomy in its day-to-day functioning still per-
sists, The Chairman, ONGC deposeq before the Committee that
within the existing framework of the Act the Commission did not
have the powers of a normal public undertaking, After
reviewing the provisions of the ONGC Act vis-a-vis the cor-
responding provisions of some other public undertakings, ONGC
made certain suggestions to the Government as far back as 1983. A
meeting was reportedly held on 15 January, 1985 to discuss the
suggestions for amendments in the QNGC Act but mo final decision
could be arrived at. The Ministry have informed the Committee that
fresh proposals for amendment to ONGC Act were furnished by
ONGC in January, 1985 and those were under consideration.

144 The facts narrated above do not at al] make a pleassnt read-
ing. It is indeed a matter of regret that even after Japse of several
years it has not been possible for the Government to bring forward
a comprehensive piece of legislation with a view to modify such pro-
visions of the ONGC Act, 1959 which have been found to come in the
way of proper functianing of ONGC. The Committee have not gone
into the merits of various amendments to the ONGC Act suggested
by ONGC. They, howdver, feel that since the efficient and smooth
functioning of ONGC is of vital importance for the country to achieve
expeditiously the goal of self sufficiency in oil, a thorough review of
the provisions on ONGC Act directly related to the smooth working
of ONGC, is called for at the earliest. The Committee, therefore,
recommend that the Ministry of Petroleum may, after discussing the
proposals for amendments of the Act with ONGC, initiate necessary
action in the matter. The Committce also wish to emphasize that
any piecemeal approach of having a change or two introduced in the
provisions of the Act and then watch the impact may not bring about
quick results. In Committee’s view what is needed is a comprehen-
sive in depth review of the entire framework of the Act, so that the
lacunae which inhibit the smooth functioning of ONGC are removed
once for all. The Committee hope that Government will take posi-
tive steps in this direction and concrete! action taken in this behalf

will be intimated to the Committee.

1.45 Apart from the need for amendment of certaip sections of
ONGC Act, 1959, the question of reorganisation of the stfucture and
working of ONGC with a view to increasing its efficiency and speed
up its activities for exploration and exploitation of oil and gas re-
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sources in the country has been considered from time to time. The
Malaviya Committee had in 1972 recommended “certain tadical and
far-reaching changes in the structure and organisation of ONGC as
presently constituted.” These recommendations were considered by
the Government but were not found acceptable as stated by the
Minister of Petroleum, Chemicals and Fertilizers in reply to a ques-
tion answered on 2-3-1981 in Rajya Sabha. The Secretary, Ministry
of Petroleum and Natural Gas informed the Committee during evi-
dence that in view of the rapid growth of ONGC, its organisational
structure had been restructured many a time in the past viz. in 1974,
1976, 1978 and in 1981, before the changes were made in 1984 and
again in 1985. The Committee do not see any logic behind making
such frequent changes in the organisational structure of ONGC un-
less these changes impart some further autonomy and freedom of
action which is so vitally needed for the optimal functioning of a
commercial giant like ONGC. The Committee have a feeling that
the changes made in the past have not been brought about after con-
ducting any scientific indepth study because if it were so, such fre-
qaent changes would not have been necessary in the organisational
structure of ONGC.

146 The Committee find that a reorganisation scheme which seeks
to fully implement the concept of centralised policy making and de-
centralised administration was introduced in the Commission in July,
1984. This scheme was introduced after carrying out a SWOT ana-
1ysis by ONGC. According to ONGC the rcorganisational structure
which came into operation from July, 1984 had positive impact on
the working of the Commission and had already started giving desir-
ed results and the operational efficiency was on the increase in every
area. The Ministry of Petroleum had strangely enough a different
assessment of the scheme. It has been stated by the Ministry that
after one and a half years of this reorganisation, the Government
reviewed the position and found several weaknesses in the system.
According to Ministry it was found that the different functional
Groups had not yet been able to organise themselves as Business
Groups acting as cost and profit centres and the ONGC had been
functioning essentially as a centralised unit with a common budget.
As a result a new re-organisation scheme which was to be effective
from 1st April, 1986 was being introduced to bring about improve-
meat in the changes already made.

147 The Committee find that in fact the scheme of reorganisation
introduced by ONGC is sought to be improved although Ministry have
claimed that it was a new reorganisation scheme. On the one hand,
the Secretary of Ministry deposed before the Committee that too fre-
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quent changes should be avoided, on the other hand Ministry them-
selves are bringing about changes within one and a half year of the
introduction of reorganisation by ONGC. The Committee are not
able to appreciate this situation. The Committee hope that Ministry
had discussed the changes in reorganisation with the ONGC before
introducing them. The Committee will like the Ministry to clarify
this and inform the Committee after six months of the resuls achiev-
ed by the new reorgamised set up.

1.48 Despite close linison and inter-action with the respective
State Governments, ONGC is facing problems in the matter of acqui-
sition of land for exploration/operational activities. The main diffi-
culty appears to be that acquisition of land under the Land Acquisi-
tion Act in different States is a complicated and time consuming pro-
cess. The problem has become more complex after the enactment of
Forest (Conservation) Act, 1980, under which, besides the State Gov-
ernments, prior clearance of Central Government is also needed for
acquiring land under reserved forests, It has been stated that at the
instance of the Petroleum Ministry procedures for acquisition of land
have been simplified to some extent. Much more, however, neets to
be' done in the matter to overcome the difficulties faced by ONGC in
so far as acquisition of land is concerned. The Committee desire that
Ministry of Petroleum & Natural Gas should vigorously pursue the
matter with all the concerned agencies of the Central and the State
Governments to sort out the problems being faced by ONGC in
acguiring land for exploration purposes. In view of the peculiar
difficulties being faced by ONGC in acquiring land fm: exploration
activities in Nagalend, the Committee would like the Government to
give a serious consideration to the suggestion of the ONGC about the
need for amending ONGC Act to enable ONGC to acquire land in
Nagaland State through bilateral negotiations with the State Govern-
ment. The Committes desire that to bring about quick decisions this
matter be taken up with the State Government at a higher leve] and
the Committee informed of the final outcome at an early date.



CHAPTER II

ALLOCATION OF FUNDS AND DELAY IN CLEARANCE OF
PROJECTS

A. Non-utilisation of funds during 6th Five Year Plan

2.1 The total plan expenditure of ONGC for the 6th Five Year
Plan was Rs. 6208 crores as against the sanctioned outlay of
Rs. 7143 crores. Details of the plan expenditure are as follows: —

(Rupeces in crores)

Original Mid-term  Actuals
Plan Review
(June 1g80) Sept.1983)

Surveys . . . . . . . . . 100.58 183.00 198.33
Exploratory Drilling . . . . . . . 1114.89 989.00 1152.44
Development Drilling . . . . . . _ 672.00  834.24
Captial . - . . . . . . . « 2123.58 5154.00 3841.25
Institutes and R&D . . . . . . 31.00 35.00 86.30
Working Capital . . . . . . . — 110.00 149.05

8370.00 714%.00 6206.61

2.2 It is seen from the above table that the plan outlay envisaged
for the 6th Plan at Rs. 3370 crores was increased to Rs. 7143 crores
in Mid-Term Review. At the end of the plan large sums amount-
ing to more than Rs. 900 crores remained unutilised. The Com-
mittee enquired about the reasons for non-utilisation of funds dur-
ing 6th Five Year Plan. ONGC replied in a written not that the
main reason for non-utilisation of funds during 6th Five Year Plan
was the shortfall in acquisition of capital items and this was mainly
due to delay in supply of equipment by indigenous companies and
a few projects even being deferred or delayed due to long proce-
dures.

21 -
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2.3 Elaborating the reasons further, Chairman, ONGC also stated
during evidence as follows:— .
“The main reasons are the failure of some of the public sec-

tor companies to meet their delivery schedule. For
example, Water Injection Platform costing approximately
‘two hundred million dollars is getting delayed almost by
two years. This is being manufactured by MDL and we
are monitoring it almost on daily basis. They are picking
up a little bit only now and there is a possibility of this
platform being supplied by the end of 1986. It is almost
going to be three years behind schedule.

We, therefore, cannot meet the financial commitments if they
give us wrong delivery schedule. The same is the cave
with the other platform to be given by MDL. A large
number of platforms are slipping very badly. They have
supplied us only the jacket and not the process and other
facilities. We are having regular meetings with the con-
cerned authorities, the last one being at my level.

The drill ship' Jackups have been ordered and delivery is
behind schedule. .About Helicopters, till date no delivery
has been effected. These are some of the problems. Added
to this, to our good luck, the prices of some of the items
came down. With the result the money spent by us also
came down. All our planning went wrong when these
public gsector companies and the  indjgenous companies
failed to meet their commitments. Another reason, is
that the processing through the Government and the
various agencies also got delayed. But by and large our
record on the project is good.”

2.4 In reply to query whether ONGC was considering some other
indigenous sources, Chairman, ONGC replied:

“Barlier everything was concentrated on Mazagon Dock Ltd.
"Now we have developed HSL and Burn Standard. Now
Larsen and Tubro have come forward to supply top side
facilities. They have submitted a proposal. So we are
going to the private sector as well”

2.5 The Committee also wanted to know whether the penalty
clause was not there in the agreement entered into with indigenous
suppliers. Chairman ONGC replied that liquidated damages clause
was there but that would be nothing as compared to the costs.
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2.6 The Committee enquired whether the unutilised money could
not be utilised for some other purposes. Chairman, ONGC replied
as follows:— :

“We can very usefully utilise some of the money. But there
is limit to which you can make use of that money. The
initial plan outlay for the Sixth Plan was only Rs. 3,370
crores. As a result of our long plan, we were able to get
additional money. But due to delays, that money could
not be utilised, but we were able to utilise a part of that
money in increasing our exploratory drilling and produc-
tion drilling.”

He added:

“We must get the plan allocation 24 months ahead. No doubt.
the reorganisation we have undertaken, has started reduc-
ing the time of materials and equipment. Further, now our
budget allocations are being done on the business group
basis. Each Member will be responsible for utilisation of
funds.”

2.7 The Committee further pointed out that there were wide gaps
between the budgets and actual expenditure. In this connection,
Chairman, ONGC stated as follows: —

“I entirely agree with you that there is a need for further re-
fining our planning process and you have rightly asked us
about the monitoring. We have set up - a very strong
monitoring groups in each Unit attached to a Member and
also the Chairman. There are almost daily monitoring of
the production and exploration effort and monthly re-
views on the finance. Of course, the Member (Finance)
is carrying out the weekly and fortnightly reviews. But
the planning process has to be further refined. I do
agree with you that when the budgeting has been done
businesswise, consultation has taken place, there should be
a more balanced results and the difference between the
budget and expenditure should be minimise . . .

2.8. During the course of examination of Ministry, the Commit-
tee wanted to know whether the Ministry had analysed the reasons
for non-utilisation of funds during 6th Five Year Plan. The Minis-
try of Petroleum and Natural Gas stated in a written note as
follows:—.

“A yearly analysis of shortfall in plan expenditure on ONGC
during 6th. Plan had indicated the main reasons as slip-
pages in procurement of capital equipment and delays in
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finglising procurement proposals for rigs, vessdls etc.
The Ministry had made efforts to expedite deliveries
from public sector undertakings such as MDL, BHEL,
BPCL, HSL etc. not only through letters but by holding
meetings with supplier organisations and Ministries. The
concern about the shortfall in Plan expenditure is also
communicated to the ONGC when necessary.”

B. Supply of Equipment by Indigenous suppliers

2.9. Regarding delay in supply of equipments by indigenous
companies Chairman, ONGC stated during evidence:

“Unfortunately, sometimes ordering of equipment is not in
our hands. I would give you the example of Jackup
rigs. I opposed this order, because on account of my
engineering background, I knew that they could not deli-
ver these rigs within the stipulated time, but it was forc-

ed down my throat.

2.10. When asked as to who forced ONGC to place orders on
some particular firm, the witness stated:

“The Ministry, from the national angle, the Government says
that you have to develop the indigenous industry. There
is a Committee of Secretaries for this.”

~.

He added:

“A number of contracts have been signed by ONGC and Maza-
gon Dock Yard. In this case, we were not keen to place
order for more than one Jack-up rig. The Government
said that we ghould place order for three.”

2.11. After evidence, ONGC further furnished a detailed list
showing the cases of delays in supply of equipments by other
Public Sector Undertakings namely BHEL, BPCL, MDL, HSL etc.
It is noticed from the information that there have been considerable
delays on the part of the public undertakings in executing the con-
tracts. According to ONGC, these delays have affected ONGC’s
plans, schedule performance and meeting the plan outlay.
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2.12. The following table gives an idea of delay in supply of
sequipments by indigenous companies:

‘8I.No. Name of Undertakings Total No. No. of Delay

of equip-- equip-
ments ments
supplied which
lied
te
i. BHEL . . a1 19 I month to 9 months
2, BPCL Y c . 14 13 I.month to ¢8 months

( In six cases delay was more
than 12 months)

3. MDL, . . 24 23 Inmost of the items delaysover
" 20 months upto 36 months

4. HSL , 7 5 I month to 7 months. Two itcms

' still to be delivered.

5. HDPR . . 2 2 2 months each

6. Goa Shipyard . . 3 3 2 to 6 months

7. GRSE . . . 3 3  2months each

8. BSCL . . 2 2 8 and 20 nonths .

2.13. During .the examination of the Ministry, the Committee
wanted to know whether the Ministry could not help ONGC in
getting the equipments from the other Public Sector Undertakings
by pursuing the matter at inter-Ministerial level. Secreary, Minis-
‘try of Petroleum and Natural Gas stated as follows:—

“There have been delays in delivery schedules. We are assis-
ting the ONGC because those public undertakings are
under different Ministries. We try to help them in get-
ting deliveries expedited by those public sector under-

takings...... We have had periodical meetings with con-
cerned people to see that deliveries are not unduly
. delayed.”

"He added:—

“What we try to do it this: We ask ONGC and other consul-
‘tants and public sectors to set up a small task force which
will sit together every week or every fortnight and sort
sout problems. It should speed up the whole process of
manufacture of equipments in domestic yards|factories.
Now they are able to attend to such dehvery-schedule
with greater confidence.”

718 LS—3.
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2.14. The Committee enquired whether the Government have.
formulated any policy to fully indigenise the production of machi-
nery and equipment required for survey and exploration activities.

The Ministry stated in a written mote as follows:—

“Government's policy is to encourage the manufacture of
‘oilfield equipment indigenously both in the Public and
the Private Sector subject to: their meeting the require-
ments of specification, delivery schedules and being with-
in the price preference available. In order to achieve
this a number of incentives are being given to indigenous.
‘manufacturers such as concessional custom duties, benefit
of deemed export and price preference upto 35 per cent
depending upon the quantum of domestic value added
when supplies are made against ICB.

During the 6th Plan the savings in import were estimated to
be of the order of Rs. 1900 crores. During the current
year, the savings are estimated to be around Rs. 600
crores. Indigenisation haes been effected in the manu-
facture of rigs by BHEL, offshore platforms by Mazagon
Docks Limited, Burn Standard Ltd., Hindustan Shipyard
Ltd., Jack-up rigs by Mazagon Dock Ltd, offshore supply
vessels by various Indian Yards, pumps and compressors
by Bharat Pumps and Compressor Ltd., casing pipes and.
tubes, oilfield chemicals etc. by various Indian parties.
Joint ventures for oilfield drilling services-have been ap-
proved to service the ONGC|OIL.

The Empowered Committee on Indigenisation has been recons-
tituted in November, 1985 to settle the policy and pro-
cedures of Indigenisation. This has representatives of
user and supplier Ministries.”

2.15. Asked whether the Ministry were satisfied with the progress
made in indigenisation programme, Ministry informed that there
are several problems encountered such as non-observance of delivery
'schedules by indigenous parties substantially higher prices etc.,
which have to be resolved on case to case basis. Although signi-
ficant progress has been made, continued effort is required for fur-
ther indigenisation for which there is still a lot of potential.

2.16 In regard to the prices charged by the indigenous manufac-
turers, the Chairman, ONGC infomred the Committee that as per
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Government directions even the indigenous suppliers have to parti-
cipate in international tenders. He stated:

“The Government directs that all tenders on the indigenous
parties will be done through international tenders. They
will have to quote against international tenders. Then
they will get a price preference in line with the Govern-
ment direction which may be as high as 35 per cent. So
they do not stand to lose but certainly they will get to
a discipline. They cannot get away with any prices they
quote.”

2.17. In a note the Ministry have further clarified:—

“ONGC|OIL are generally required to procure equipments on
global tender basis in order to ensure cost competitive-
ness. Considering the various incentives available to
domestic suppliers of Oil field equipment the present
system is considered adequate. ONGC is not being per-
mitted to import those items where the indigenous offer
is technically acceptable and falls within the admissible

price preference.

Setting up indigenous unitg that are internationally cost com-
petitive would also ensure that these units would be in
a position to export in case their product|services were
not required by ONGC|Oil. It would avoid idle indigen-
ous capacities in the long run.”

2.18. During the course of the study tour by a Study Group of
the Committee, the Hindustan Shipyard Ltd. brought to the
notice of the Study Group that in order to cope up with various
requirements of ONGC, HSL had equipped itself with the required
facilities and manpower. However, orders from ONGC were not
coming and instead ONGC was going to foreign parties for acquir-
ing the exploration equipments, which could be manufactured by
HSL.

2.19. Asked about the reasons for not placing orders on HSL,
Chairman, ONGC stated during evidence:—

“They are manufacturing off-shore vessels for us and platform
and drillship.. The history of Hindustan Shipyard has
not been very good. But in the recent past, as a result
of the very dynamic management, they have shown
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tremendous improvement. But, in spite of that, they
are not able to meet the delivery and the price require-
ments of the ONGC. These platforms are required for
oil production. A rig is delayed. I can compensate by
paying extra money. But if a platform is delayed, I
have no other way but to lose the production. It is a
serious loss to the economy. I cannot afford to take a
chance in platform delivery. The price is sometimes
three times more. Who will pay for that money? We
are also a commercial organisation. We can subsidise to
a limit, but not beyond that. But these are the two pro-
blems. But we are discussing with them. We are consi-
dering how many platforms we require in 1989-90. If
they can provide, we can place orders on them.”

Regarding MDL and BHEL he stated:

“We were the pioneers in the ONGC to indigenise. I am
happy to tell you that in 1980-81, 100 per cent off-shore
vessels which were on charter with the ONGC were of
foreign flags. Today 100 per cent vessels are of Indian
flags. It is a matter of great pride. But we suffered.
We placed orders on Mazagon Docks and we have to pray
for rigs to be delivered. It is already 30 months., I have
no idea when they will deliver. The BHEL is giving us
endless trouble but, of ‘course, it has improved and we
have placed more orders. We have placed orders for
more than 20 rigs. We are keeping them fully busy.
There is no one who says we are not helping them. We
are paying in certain cases 100 per cent more money than
international prices to keep these units producing. We
are losing lot of money for indigenisation.”

2.20. The Committee pointed out that in order to achieve self-
‘reliance in the matter of equipment, the indigenous suppliers like
HSL and others have to be given support so that they can face the

competition from foreign suppliers, To this the Chairman, ONGC
replied.

“The points you have mentioned are absolutely important.
That is, we have to achieve self-reliance and the industries
have to be supported. But the support has to be done
by the Government and not by a commercial organisation
like ours because we have got our own accounts and our
own performance targets. My suggestion to you would
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be: if you can advise the Government or if you can re-
commend to the government that they must create what
we call a national subsidy fund through which they should
subsidise all these people so that the performance of other
companies is not affected by giving subsidies on case to
case basis. For example I am subsidising the public sec-
tor. I am subsidising against international tenders the
indigenous companies both in the private and public sec-
tors. Then I am asked—what is your cost of production?
What is your profitability? Is it fair? So my suggestion
to you is that you may recommend to the Government to
have a separate subsidy fund of India.”

2.21 Asked about the views of the Ministry to this suggestion,
Ministry of Petroleum and Natural Gas stated that the suggestion
was worth considering.

C. Delays in clearance of Projects

2.22 In regard to time taken by the Ministry of Petroleum &
Natura] Gas/Finance for clearing the various proposals submitted by
ONGGC, it has been stated by ONGC in a note that normal time taken.
by the Government for clearing PIB proposals is 6 months and above
and for foreign exchange release it is 3 weeks and above. Asked
about the delays in clearance of proposals by the Ministry, ONGC
stated in a written reply as follows: —

“The delays are inherent in the system of clearance as the
project proposals have to be seen by a number of Govern-
ment agencies.

In this connection, the Chairman, ONGC also stated during evidence:

“....This delay in calling for the PIB meeting is the real pro-
blem. Our experience has been very very unhappy.
Sometimes it takes 20 months for the PIB meeting to be
called and the projects to be cleared.... It is just a waste
of time to go through the various processes of clearance.
If the Chairmah or the Member does not perform properly
do not put him there. It takes 20 months for a proposal
to be cleared. It just cannot go on. You are only chasing
the Government always.”
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’ 223 The Committee wanted to know the agencies involved in
clearance of investment proposals submitted by ONGC to the Gov-
ernment. Chairman, ONGC stated:

“We submit a feasibility report to the Government and that is
distributed to various appraising agencies and they exa-
mine these from various angles and then there is a pre-
PIB meeting in the administrative Ministry. After that a
note for the PIB is submitted by administrative Ministry
and it is discussed in the PIB where the Chairman and his
representatives also are present.”

224 Asked whether Planning Commission was also involved,
Chairman, ONGC replied as follows: —

“Planning Commission does not come into the picture always.
It comes into play in the case of PIB proposals. When we
submit an investment proposal to the PIB, anything
beyond Rs. 10 crores, then the Planning Commission, BPE,
Finance Ministry, Industry Ministry, all these appraising
agencies are involved.”

2.25 The Committee enquired about the contribution made in 'tne
proposals by the Government clearance agencies. Chairman, ONGC

replied as follows:—

“I have not seen a single proposal having been modified drasti-
cally because of the clearance by the Government agencies.
The proposals remain identically the same.”

226 As to the procedure followed for getting projects clearance
and the reasons for delay, the Ministry of Petroleum & Natural Gas

have in a note, stated:

“According to instructions issued by the Ministry of Finance
vide their O.M. dated 23rd August, 1984, the papers for the
pre-PIB meetings must be circulated six weeks before the
meeting and 4 to 8 weeks are required for consideration
of the PIB after the receipt of Memoranda. Even if an-
other six weeks are allowed for the ONGC to furnish its
comments on clarifications sought by the appraising agen-
cies and sometime is allowed for issue of minutes, appro-
valg etc., altogether § to 6 months are required for PIB
clearance. Delays have occurred in general on account of
funding being uncertain, incomplete information, delays in
furnishing clarifications, holding of meetings ete.”
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.27 The Committee further wanted to know the time taken by
Govemment for clearance of various proposals of ONGC during the
last 5 years. The ONGC submitted a year-wise list of the investment
proposals showing the dates on which these were submitted to the
Ministry, date of Government approval and time taken by
Government. An analysis of time taken by Government in clearing
various proposals of ONGC reveals that between 1980-81 and 1983-84,
the actual time taken by Government ranged between 3 months and
2 years 5 months.

2.28 The following five proposals submitted during 1984-85 were
also not cleared by Government till October, 1985:

—

81.No. Name of Project gn Time taken
sul mxon (upto Oct.’ 85)

1. Proposa’ for charter hire of 4 land ngl from Indlan

Intreprencurs . . . . 9.1.1985 10 months
2. Gas Sweetening Phase IT . . . . 8.2.1985 g months
3. Western offshore Integrated Development plan . 12.2.1985 9 months
4. RVP reduction of CrudeatUran. . . . . 27.3.1985 8 months

5. uisition of ¢4 ~igi £ »1hore D nllmg for
‘?gducuon durtng 1987-90. . . . 29.11.1084 12 months

2.29 Similarly against the normal time of 3 weeks for release
-of foreign exchange, Government took generally more time. From
the information furnished for the period 1980—85 by ONGC, it is
noticed that out of 172 purchase proposals submitted by ONGC for
release of foreign exchange, in case of 108 proposals, Government
fook more than 3 weeks for clearance. In certain cases Ministry’
took 3 to 5 months for giving clearance. In case of contract propo-
sals involving foreign exchange, out of 6 proposals submitted by
ONGC Government took from 24 days to 208 days for giving their
‘clearance.

.2.30 During the course of examination of the Ministry, the Com-
mittee wanted to know the reasons for delay in giving clearance for
various proposals of ONGC. Secretary, Ministry of Petroleum and
Natural Gas stated as follows:—

PR 60% of the cases are cleared between 3 months and
4 months, 90 days. For cases involving hundreds of
crores of rupees, three or four months is a normal time.
These are all cases involving considerable scrutiny at

several levels and in several committees. Eventually it
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; goes up to Cabinet for approval. For anything above 4
months, I am prepared to say that it may be a delay for
which special reasons are there, or that would have been
unduly delay

He further added:

“There are other Ministries of Government. There are other
institutions of Government. We try to expedite these
things. There is a special dispensation for chartered hire
rigs for exploratory drilling. It need not go to Public:
Investment Board. These are included in the Plan; the
Plan of action is approved by the Ministry. Therefore no
‘further approval of PIB is required. If there has to be
large investment, if acquisition of 20 rigs or so are involv-
ed, hundreds of crores are needed and we are trying to
reduce these delays. We have asked ONGC to reduce
procedural delays. They have to streamline their proce-
dure for examination of tender etc. If the quotations
come by October, 1985, the recommendation or final order
should not be held up till March or April, 1986. It should
be given within a reasonable time. They should stream-
line their own procedures first. It is only by cooperation
of Ministry on one side and ONGC on the other, these
procedures can be simplified. We are telling ONGC how
to reduce their delays. They have also got to do some
tightening up of procedures. It is all a cooperative
effort.”

231 In order to avoid delay in clearing the projects, ONGC made
the following suggestions:—
(i) Once the Five Year/Yearly Plan allocations are approved,
-the Commission should be authorised to approve indivi-.
dual projects. The Secretaries to the Government of
India should he on the Commission so that the Commis-
sion can act as an empowered Committee for the purpose.

() The Commission should be vested with full powers to

approve purchase proposals to avoid delays. The Gov-

. ernment officers are members of the Steering Committee

N and once proposals are cleared hy this Committee there
) should be ‘o need for further Government scrutiny.

() The Commission should be made an allocation of Rs. 200
crores from foreign exchange.
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2.32 Asked about the Ministry’s views in respect of each of the:
above suggestions of the ONGC, the Ministry of Petroleum and
Natural Gas stated in written reply as follows:—

(i) Approval of the plan allocation by the Planning Commis-

(i)

(iii)

sion cannot be considered as investment approvals since
the Planning Commission only decides the availability of
resources. In most of the cases the feasibility studies are
not over at this stage but are taken up only later. Once
the resources for the five year plan are-allocated the ONGC
can get all the " necessary investment approvals in the
initial years of the Plan and proceed with the procurement
and other action, thereafter as per the annual allocations
available.

The Ministry of Petroleum and Natural Gas is of the opi-
nion that the present system is adequate and the various
process can be speeded up with greater delegation
of powers.

The Minsitry of Petroleum and Natural Gas agrees that
more foreign exchange should be made available to the
ONGC and it is in this spirit that the annual limit has been
raised, over the years from Rs. 10 crores in 1980 to Rs. 50
crores in 1982 and now upto 70 crores since January, 1986.

2.33 During evidence the Committee pointed out that the delays
involved in PIB clearance of ONGC projects needed to be eliminated
and the situation had to be rectified. To this the Secretary, Petro-
leum replied:

“What I venture to submit for the consideration of this august

Committee is that there is a great case for larger delegation
of powers. For instance, today the ONGC: has powers only
upto Rs. 10 crores. You would agree that powers to ONGC
can be raised to Rs. 20 crores. Between the ONGC and
the Government there is no other ministerial delegation of
power.

If it is above Rs. 10 crores, it is outside the power of ONGC,

and the Ministry. My suggestion was that, ONGC could
-have powers to sanction projects upto Rs. 20 crores and the
Ministry between Rs. 20 crores, and Rs. 50 crores.

If the Ministry has been delegated powers to sanction projects

upto Rs. 50 crores, it would eliminate delay. We have our
Financial Advisers who are officers of the Finance Ministry
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with us. The third step is, if the project is between Rs. 50
crores and Rs. 150 crores, that may be cleared by a small
group of Secretaries. Only three Secretaries are concerned
Planning Secretary, Expenditure Secretary and the admin-
istrative Secretary—in this. This will also speed up with-
out having to go to the stage of Pre-PIB and PIB. If it is
up to Rs. 50 crores, we can get the pro;ect prepared by the
ONGC and the Ministry would sanction it, of course, with
the approval of the Minister. If it is between Rs. 50
crores and Rs. 150 crores, then the Committee of Secretaries
could clear it. Three of them sif, formally and they can
meet as often as required and clear the project.
If the project costs above Rs. 150 crores, it will require
Government approval and then we can go through the pro-
cedure of pre-PIB and PIB by compressing the time as
much as possible. The total time can be compressed by
half. '

This is a suggestion really not applicable only to ONGC. It is
a general suggestion and a committee like yours can take
a broad view of all undertakings.”

2.34 When asked about the steps other than delegation of financial
powers, Secretary stated as follows:—

“We have now worked out a system by which we will have an
annual performance plan of the ONGC and other public
sector undertakings.

We are trying to put down their responsibilities and to give
what all help can be given in terms of finances. The total
performance of the undertaking may be judped with refer-
ence to the annual action plan. This is the system which
we are following. It will be made effective during 1886-87.
In this action plan, we are not only saying what ONGC
should do but we are also saying what time should be taken
by the management. This timing is put down in the per-
formance plan only according to the existing Government
instructions. The time that is taken in the Ministry for
clearance is one component. There are lot of other pro-
cesses that take place outside the Ministry. The PIB meet-
ings. Thereafter the Cabinet Committee clearance, are all
matters where we have to depend on clearance. The point
is very well taken that procedures has to be speeded up.
It would be possible to speed up procedures in two ways,
by delegation and by speeding up procedures even within

the greater delegation.”
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2.35. Under the present budgetary process, since the approval of
the Government is for one year, ONGC has to work on a year to year
allocation basis. According to ONGC this was a major constraint.
In a written note it has been stated by ONGC that unlike processing
industry where input and output ratio is pre-determined and can be
planned on a year to year basis no such ratios can operate in the oil
industry. According to ONGC the planning for exploration has to
cover a longer period because exploration in an area requires specia-
lised equipment for survey, equipment for drilling, obtaining of ex-
ploration licence, construction of approach road, logistic support,
construction of drill site foundation. If exploratory drilling proves
successful than facilities are created for actual production besides
trained personnel is to be recruited. Time element inherent in this
process is between 12 to 24 months, in some cases even 36 months.
In view of this ONGC have sought approval for longer periods so
that all preparatory actions could be taken in a manner that actual
execution of plan takes place as scheduled. ONGC has also sug-

gested:—

“In addition to the yearly budget, the Commission must have
approved work plan for the next 2 years i.e. besides 1986-87,
the Commission must have a work plan for 1987-88 and
1988-89 with approved plan outlays so that it can take
preparatory action well in advance to achieve the target
laid down in its 5 year plan. This must be a part of the
Memorandum of Understanding ONGC is required to exe-
cute with the Government.”

2.36 During the course of examination of the Ministry the Com-
mittee wanted to know the views of the Ministry in this regard. Sec-
retary, Ministry of Petroleum and Natural Gas stated as follows:—

“It is a genuine difficulty. We ourselves have pointed it out
to Planning Commission. But we say that the 7th Plan
and its annual plans show what expenditure can be incurred
in the five year period, and during the year. So, for any
organization fo incur that expenditure, a lot of advance
preparatory action has to be taken. The project has to be
cleared, contracts approved, and orders placed. We fully
agree with ONGC; we have supported them, and taken up
the matter with Planning Commission, and sald that the
annual plan only represented expenditure during that
Plan. It does not represent the approvals which have to
be given much earlier, so that the Plan itself provides for
expenditure on continuing schemes, and on new schemes.



Both together form the total expenditure, If ONGC hag to
function and incur that expenditure in that period, it
should have enough approved, continuing projects, and
prior approval for projects during the year. So, project
approvals have to be given ahead of the plans. We have.
) taken up this point with Planning Commission.”

D. Allocation of funds for Seventh Five Year Plan

2.37 The following table shows the plan outlay for 7th Five Year

Plan in respect of ONGC:

Surveys .
Exploratory Drilling .
Development Drilling
Captial acquisition

R & D Institutes

Allocation new areas .

As propo- Recomm-  Finan-
posed mended  cial app-
insub- by the roval
group cplannlng by Govt,
repart ommies- {Rs. in
(Rs.in  ion (Rs. Crores).

crores) in crores)
280.76  280.76 280. %6
3314.37 2727.94 R209.41
1675.91  1525.86  1262.49
9134-93 6580.96 4840.01
280.00 230.00 1680.00
2923.09  750.00 -
17609.06 1%095.52 8752.67

Projected achievements of 7th Plan as per working group report
as well as those approved by the Government are as follows:—

Survey (party years) .

S L K (*000)
Exploratory Drilling ;
Rig years

Meterage (‘000).

Development Drilling :

Rig ycars
Meterage (‘ovo)

391
140

459.86
8065. 74

205.64
2563.60

391
140

380.4
24134

192.69
2441.6

39!
140

381.87
2098. g6

165.86

':mg.os
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Production

~Crude Oil (MMT) . . . . . 146.4  143.64 198.99
— Gas (Billion- M%) . . 58.62 58.69 54.64
LPG (‘000 tonnes) . . . . . . 2621 2621 2621
Terminal Prodaction :

— Crude Oil (MMT). . . . . PN 31.75 31.15  29.00
— Gas (Billion M3) . . . . . . . 13.77 13.55 12.82
—LPG (‘000 tonnes) . . . . . . 738 738 738

(The demand projection of crude oil during the terminal year of
the 7th Five Year Plan—as per Planning Commission, estimates—is
55.21 MMT.)

It is seen that as against the outlay of Rs. 17609 crores which was
recommended by Working Group, the Government have finally allo-
:cated only Rs, 8752 crores for the 7th Five Year Plan. The Planning
Commission has, however, informed ONGC that they should maintain
the work programme in accordance with the outlay of Rs. 12095 crores
-and for that Government would provide funds on year to year basis.

2.38 Reacting to the plan allocation made for ONGC for 7th Five
Year Plan, Chairman, ONGC stated during evidence:

“We have given three variants. The first variant is Rs. 17,608
crores, which was approved by a working group which was
created by the Government including the Members of the
Planning Commission. When this plan was finally scru-
tinised by the Planning Commission, they reduced certain
work programmes and reduced the Plan outlay to Rs. 12,095
crores. After subsequent discussions they said, ‘We will
give vou Rs. 8,752 crores with a proviso that we would be
allowed to give you funds on year-to-year basis and you
are advised to maintain the work programme which was
approved by the Planning Commission in terms of
Rs. 12,095 crores.’ This is rather a stringent sort of pro-
viso. We need at least two or three years to plan ahead.
We have got to have a rolling plan to make sure that we
take right actions ahead of time. So, the year-to-year
approvals are not going to give us the desired results. We
are going to have a discussion with the Planning Commis-
sion {0 quantify the total finance that would be made avail-
able to ONGC. Certain targets have been brought down.
In addition, we have also told the Government that we can
increase the production to 40 million tonnes provided addi-
tional investments are given to us.”
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2.39 The Committee pointed out that the Planning Commission:
had agreed to give funds on yearly basis and there was possibility for
ONGC to get Rs. 12,085 crores durmg the 7th Five Year Plan. Chair-
‘man, ONGC stated:

“The point 1s that we cannot start action unless the money is
alloca ' ;

2.40 The Committee further pointed out that ONGC could not
utilise the allocated funds during 5th and 6th Five Year Plans and
wanted to know whether that was the reason for curtailing the 7th
Plan outlay of ONGC by Planning Commission. Chairman, ONGC
stated as follows—

“There is a minimum period which has to be given to utilise
your funds. Projects ought to be cleared in time. If
timely allocation is not made how can you achieve any-

thing.”
He added:

“They said (Planning Commission) they have resource con-
straints, They have to provide money to other sectors
equally. The whole economy gets accelerated by
ONGC’s performance. We have saved lot of foreign ex-
change. If you do not provide money for exploration, it
will have its adverse effects on 8th, 9th and 10th Plans.
Oil is a game where you keep on working till you find oil.
It is a cyclical activity. Your explorationt activity must
be accelerated quickly; for that you need resource.”

2.41 The Committee wanted to know as to how much of the sanc-
tioned outlay for 7th Plan would be provided by the Commission
out of its own internal generated resources and how much would be
financed by the Government. ONGC stated in a written reply eas
follows: —

“Totsl internal resources to be generated during the 7th Plan
period work out to Rs. 8820 crores. The net deficit works
out to Rs. 33 crores only with reference to approved plan
outlay. The deficit is proposed to be met out of borrow-
ings. No part of the plan expenditure would be financed
directly by the Government.”

2.42 The Committee further enquired whether ONGC could’
arrange the funds in case their plan outlay was approved at Rs. 12,096



crores or Rs. 17,609 crores. A representative of ONGC stated as
follows: — ROV O W A"

“I have asked a few bankers the other day. The said, ONGC
can get a billion dollars in the world market in the next
three years, without even Government guarantee.”

In this connection, Chairman, ONGC also informed the Committee
as follows:—

“For extra money, we have the capability to get money within
the country and outside. We have very good name in the
international market and Government sometimes does use
our name for the bids also. So, we have talked to many
people. But we cannot independently go because there is
a restriction from the Finance Ministry that we cannot
deal directly for financing with anybody. Even, if you
want to purchase, you can make use of suppliers’ credit,
buyers’ credit, EXIM Bank and commercial borrowings are
also available in plenty today. If the Government gives
the green signal, we will go ahead with getting money
much below 10 per cent rate, particularly from Indians
settled abroad. We were told, lot of money was available
from Swiss Bank.”

2.43 During the course of examination of the Ministry, the Com-
mittee wanted to know whether the Ministry could not help ONGC
in getting the required funds for their 7th Five Year Plan Programme.
The Ministry of Petroleum and Natural Gas stated in a written reply
that the reduction in outlay was on account of overall resource con-
straints. This Ministry spelt out in detail implications of such dra-
stic reductions in Plan outlays. The loss of production in the 7th
Plan and for creation of reserves was indicated. However, despite
these efforts the requirements of ONGC could not be met.

2.44 When pointed out that ONGC had capability to finance their
plan programmes, the Ministry of Petroleum and Natural Gas in-
formed the Committee in a written note as follows: —

“The Working Group under the Ministry of Petroleum had
recommended a plan size of Rs. 17609 crores for the ONGC
in the 7th Plan taking into account the requirements and
the internal resources. The Planning Commission in con-
sultation with the Finance Ministry, however, considered
the total resources (internal and external) available for
plan before finalising the plan size for individual Under-
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taking. Keeping in view the overall resources and their
deployment according to national priorities.”

245 Explaining the-position Fegarding availability of funds for
*ONGC during 7th Five Year Plan, Secretary, Ministry of Petroleum
and Natural Gas also stated during evidence as follows:—

“For the Tth Plan, Rs. 180,000 crores is provided for the entire
public sector plans, All the sectors have to be fitted in
that. There is a sectoral priority as to whether a cut
should ‘be on development programmes or oil exploration,
power development, coal development on agriculture. It
is a very large question involving national priorities.”

2.46 On being pointed out by the Committee that ONGC had
~capability to raise the funds from domestic as well as foreign mar-
‘ket, Secretary replied:

“It is again dependent on the priorities given by the Planning
Commission for different agencies to tap the same domestic
capital market. Secondly, in terms of external resources,
it depends upon the overall indebtedness—whether the
country wants to borrow more. Whether ONGC korrows
or government borrows, it is the external debt of the coun-
ty and whether they can be allowed to borrow more is a
‘question dependent on the overall foreign exchange situa-
tion. ONGC gets a foreign exchange allocation of Rs. 1600
to 1700 crores a year. Over and above that, if it is allowed
to raise resources abroad, it is an additional burden on the
foreign exchange position. A view has to be taken whether
the Ministry of Finance is prepared to permit them to
borrow from abroad and add to the external indebtedness
of the country. They are all large questions and it is a
much broader issue of the overall deployment of the
national resources and the external indebtedness of the
country, which is a point which the Planning Commission
and Finance have to consider.”

2.47 The Committee further pointed out that during 7th Plan
‘ONGC could generate internal resource over Rs. 8,000 crores and the
approved outlay was only Rs. 8752 crores and ONGC was not to get
anything from Government. To this Secretary the Ministry stated.
-as follows: —

“Yt is a fact that the ONGC can raxse resources to the tune of
Rs. 8,000 crores. That is why their approved plan outlay
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is Rs. 8752 crores. They can raise most of it from their
iﬁte_rngl’ resources.”

248 The Committee also wanted to know whether the reducé‘d
coutlay would not have adverse effect on the production and explo-
.ration programrme of ONGC. Secretary of the i/ﬁ‘nistry stated: —

“We have pointed out to the Planning Commission that as a
result of a cut in the plan outlay, there is reduced explo-
ration. The chances of getting oil have also correspond-
ingly reduced.”

2.49 On being pointed out by the Committee that Oil companies
-should get priority in the matter of allocation of funds, the Secretary
stated: —

“We have been pleading for priority. But we are not getting.”

2.50 The Committee find that ONGC’s plan outlay for the Sixth
Five Yerr Plan initially envisaged at Rs. 3370 crores was increased to
Rs. 7143 crores in the mid-term review, However, the total plan
expenditure of ONGC during the Sixth Pl=n was Rs. 6206.61 crores
against the sanctioned outlay of Rs. 7143 crores. Thus at the end
of the plan period a large stm amounting to more than Rs. $00
crores remained unutilised. This is to say the least a tofally
undesirable state of affairs. When considered in the centext of the
most elaborate drill through which a Department/Undertaking has
to pass to get its plan allocations approved by the Planning Com-
mission, any non-utilisation of funds can only be indicative of poor
planning. This also reflects that our plonners have to appreciate
that in certain fields like oil exploration things have to be planned
much in advance and non-allocation of funds in time cennot bring
about the desired achievement even when more funds than asked
for are made available subsequently. It is the firm view of the
Committee that there is need for further refining of the plemning
orocess and adequate monitoring of plan expenditure particularly
in the context of long-term projects.

2.51 It is seen that the main reason for mem-utilisation of funds
during the Sixth Plan was that against a provision of Ra. 5154 crores,
the actual expenditure on capital account was only Rs. 3841 crores.
The shortfalls in acquisition of capital items has been attributed to
delay in supply of equipment by indigenous companies and some pro-
jects having heen deferred or delayed due to procedural constraints.

- Bath these ressons rvaise serious issues which need to be tackled
argently in order t6 obviate recurrence in future.
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2.52 With a view to encourage the manufacture of oil exploration
and oil production equipment indigenously, a number of public
‘undertakings such as BHEL, Mazagouw Docks Ltd. (MDL), Burn
Standards Ltd., Hindustan Shipyard Ltd. (HSL) and Bharat Pumps
and Compressors Ltd. (BPCL) are engaged in the manufacture of
equipment and machinery for ONGC. From the information made
available to the Committee it is seen that there have been causider-
able delays on the part of these public undertakings in executing the
contracts of ONGC. The performance of some of the public under-
takings is particularly utterly dismal. For example, out of 14 items
of equipments supplied by BPCL, 11 items were supplied late and
the delay ranged between one month and 48 months. In the case
of MDL, delays in deliveries of most of the items ranged between
20 months agnd 36 months of the delivery schedule. Similarly there
was delay of 8 to 20 months in the items of equipment supplied by
BSCL. According to ONGC these delays have in turn affected their
plans, schedule performsnce and utilisation of plan outlay. The
Committee are sure that there cannot be two opinions on the neet
for encouraging indigenisation in vital sectors of economy and that
the indigenous capacity created should be exploiteld to the maximum
extent possible. However, before placing big orders on the indi-
genous suppliers, their capabilities should be carefully looked into
and it should be ensured that they are capable of adhering to the
delivery schedules they offer and there is no slackening in their
efforts to adhereto the schedules. For this purpose inter-ministerial
monitoring group should be set up to ensure that the supplier obtains
all the mnecessary approvals speedily snd ensureg delivery as per
schedule. Any slippage in the delivery schedule should not be at
the cost of the undertaking that places orders of purchase from
domestic sources. In the contracts for supply of equipment by the
indigenous manufacturers stiff penalties may be provided for non-
compliance with the pre-determined delivery schedules.

2.53 The primary idea behind any indigenous manufacturing
effort is to develop local capability and the saving in foreign ex-
change which is undoubtedly a scarce resource. However, if the
indigenous manufacturer is not able to deliver as per schedule and
the indenting organisation has ultimately to resort to imports or
defer its project implementation, the savings in foreign exchange
may prove only to be illusory. A fool proof method must therefore
be devised to ensure that there is no delay whatsoever under any
circumstances.

254 Besides the question of delay in delivery schedules, the other
imporint aspect to be considered in casé of domestic precurement
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is the question of price to be paid for indigenous product. It has
been brought out by ONGC, that in some cases the price paid for the
indigenous products are more than 100 per cent of the ‘international
price. The Committee wish that this is not wholly correct. At the
same time it is a fact that under the existing price preference for-
mula in respect of degrees of indigenisation, the difference of prices
of foreign suppliers and the domestic suppliers can be as high as 35
per cent. This extra payment for purchases from indigenous sup-
pliers tantamounts to giving them a subsidy to meet the international
competition and should legitimately be borne by the national ex-
chequer and not by a commercia] orgenisation like ONGC, which is
otherwise accountable for its costs. The Committee, therefore,
desire that as suggested by ONGC and concurred in by the Ministry
of Petroleum & Natural Gas, Government may consider creation of
a national subsidy fund through which the indigenous manufacturers
could be subsidised to make them internationally competitive. The
Committee would like that this matter may be taken wup at the
highest level for an early decision,

2.55 Another reason given by ONGC for non-utilisation of plan
funds was that some of the projects had to be referred or were de-
layed because of the long procedure invelved in getting clearance
from the Government. The Committee find that there arc delays
inherent in the present system of clearance of project proposals
since these have to be seen by a number of Government agencies.
The Committee fecel that the present procdures in the Central Gov-
ernment for approving projects need to be reviewed and streamlined.
The Committee are of the view that the total time of 5 to 6 months
being allowed for PIB clearance of projects should be further com-
pressed and the project clearance should not take more than 2 to 3
months at the most. :

2.56 Since delays in processing could contribute to slippages in
project schedules, the question to be considered is whether the Gov-
ernment should examine cach and cvery project. It has been stated
by ONGC that when an invcstment proposal of anything beyond
Rs. 10 crores is submitted, then the Planning Commission, BPE,
Finance Ministry, Industry Ministry snd other appraising agencies
get involved. Even if in none of these agencies may have any worth-
while contribution to make, the proposal will require to be routed
through different agencies as per the set procedure and at each stage
some minimum time will be needed for clearance. It is interestfng‘
to note from the analysis of time taken by Government in clearing
various proposals of ONGC between 1980-81 and 1983-84, that the
actual time taken for clearance ranged between 3 months and 2 years
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and 5 mouths. Similarly, in the case of contract proposals involv-
ing foreign exchange, out of ¢ proposals mbmittedpby ONGC, Gov-
ernment took from 24 days to 208 days for giving their clearance,
R may be difficult to apportion blame for the delay on any particular
agency but the cumulative effoct of a proposal undergoing scrutiny

:.:t different levels is that there is avoidable delay in clearing a pro-
]ec.:t. This only underlines the need for streamlining the procedures
with a view to reduce the time taken in clearance. Delays are taking
phce not-only at the Ministry’s level but there are procedura] delays
even in ONGC. As pointed out by the Secretary, Petroleum, if
quotations are received by ONGC in October, 1985 final orders
thereon should not be held up tilk March, or April, 1986. This em-
phasises the need for simplification and tightening up of procedures
at the undertaking level also.

2.57 With a view to getting over the problems involved in clear-
ing the projects, ONGC has made the following suggestions:—

(1) Once the Five Year/Yearly Plan allocations are approved,

the Commission should be authorised to approve individual
projects.

' (2) The Commission should be vested with full powers to ap-
prove purchase proposals to avoid delays.

(3) The Commission should be made an allocation of Rs. 200
crores from foreign exchange.

Prima facie these suggestions appear reasonable to the Commit-
tee and merit consideration. The Committee desire that the issues
involved should be examined in depth and suitable changes
wherever called for may be brought about to streamline the existing
procedures, Since the points raised in these suggestions do not re-
late only to ONGC or the Ministry of Petroleum & Natural Gas but
also have implications for all other public sector undertakings and
their administrative Ministries, these need to be considered at the

highest level of Government so that hroad guidelines can be laid
down for all.

2.58 In this cantext the Ministry of Petroleum has expressed the
view that there iz undoubtedly a great case for larger delegation
of financial powers, down the line. With reference to ONGC it has
heen pointed out that it has powers only upto Rs. 10 crores. Between
ONGC and the Government there is no other ministerial delegation
of power.. Ministry’s powers are thus also limited. In order to faci-
litate quick decision-making it has been suggested that the limit of
Rs. 10 crores applicable to ONGC can be raised to Rs. 26 crores and
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further the Ministry can also be delegated financiaj powers to sanc-
tion projects upto Rs. 50 crores. Further if the project is between
Rs. 50 and 150. crores, it may be subjected to a clearaiice by a Groixp
of three Secretaries, which may include the Planning Secretary,
the Expenditure Secretary and the administrative Secretary concern-
ed. Only other projects which are thus beyond the powers of the
three Secretaries should be considered for Government approval
through the procedure of pre-PIB and PIB clearance. Even further
refinements to such a proposal can be worked out. The Committce
cannot but comment that the refinements in the procedure for dele-
gation of financial powers as suggested by the Ministry of Petroleum
& Natural Gas may be suitably placed before the Cabinet immediate-
ly for arriving at an early decision. It is needless to point out that

any decision taken in the matter should be made applicable to all
Departments/Ministries.

2.59 The Committee note that against a total outlay of Rs. 17669
crores, which was recommended by the Working Group on 7th Five
Year Plan, the Government have finally allocated only Rs. 8752
crores for the 7th Plan of ONGC. The Planning Commission has,
however, informed ONGC that they should maintain the work pro-
gramme in accordance with the outlay of Rs. 12095 crores and for
that Government would provide funds on ycar to year basis. The
Committee are in agreement with the view expressed by ONGC that
this is “rather a stringent sort of proviso” in asmuchas it is clear
that the ONGC projects which require a lead time of two to three
years cannot be initiated unless the allocations for a year are known
well in advance. By telling ONGC that they could plan an invest-
ment of upto Rs. 12,095 crores during the 7th Plan, it has no doubt
been conceded that the ONGC deserves that much of allocation to
carry on its planned activitics. But the placing of limitations of
getting the approvals on year-to-year basis puts an avoidable curb
on ONGC. The Committee are of thé view that keeping in view
the importance of petroleum products in the cconomic environments
of the country, it has to be recogmised that tha petroleum is a key
sector whigh we cannot afford to overlook or underestimate. If the
overall importance of this sector is realised there can be no justifica-
tion whatsoever in treating it on par with other sectors of economy.
Hence, there is need for allocation of adequate funds in so far as
ONGC is concerned and making their availability known sufficient-
ly in advance so that there is no impediment in planning and execu-
tion of projects by ONGC.
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2.60. The Secretary, Ministry of Petroleum deposea before. the
Committee that for ONGC project approvals have to be given ahead
of the plans and that this point had been taken up with the Plaaning
Commission. The Committee would like the Ministry of Petroleum

to vigorously pursue this matter and intimate the outcome thereof
to the Committee in due course.

2,61 It was pleaded by Chairman, ONGC that ONGC could on its
own arrange enough funds for its plan needs. Such funds could be
arranged even at lower interest rates from Indians settled abroad.
However, therc is a restriction imposed by the Finance Ministry
under which no undertaking can deal directly with anybody for
financing, The Committee desire that the matter may be taken up
with the Finance Ministry through the Ministry of Petroleum and
ONGC should be allowed to raise necessary funds for financing its
plan projects.

New DELHL K. RAMAMURTHY
April 25, 1986 Chairman,
Vaisakha 5, 1908 (Saka) Committee on Public Undertakings.



APPENDIX

" Statemeni of Conclusions|Recommendations of the Committec
on Public Undertakings Contained in the Report

S. No. Reference to .Conclusions/Recommendations
Para No. in the
Report
1 o 2 o 3 e
1 1.42 Oil & Natural Gas Comunission was set up as a
to statutory body under the ONGC Act, 1859. The
1.44 composition, powers and functions of the Com-

YR

mission have been specified in the Act. The
Committee find that owing to certain provisions in
the Act, constraints have been experienced in the
smooth and speedy commercial working of the
Commission. The Committee on Public Under-
takings which examined the working of ONGC
first in 1964-65 and again in 1971-72, inter alia
found that the Act, under which ONGC had been
constituted, did not provide for appointment of
the Chairman of the Commission as its Chief
Executive Officer. It was also noted that other
non-gtatutory public undertakings like Indian Oil
Corporation etc. which had been set up under the
Indian Companies Act enjoyed comparatively
greater autonomy in exercise of their powers.
The Committee had also felt that the restrictions
imposed upon the ONGC under Sections 15 and
32 of the Act had the effect of impeding the effi-
cient working of the Commission. The high
powered Committee set up in 1971 under the
chairmanship of Shri K. D. Malaviya, M. P. to
review the functioning of the ONGC also came to
more or less the same conclusion when it observed
that “In a large measure the present ineffective-
ness and loss of purpose was inherent in the Act
which placed the statutory body in a position of
subordination to the Government Secretariat”.

47 !
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This Committee had also observed that “It.
(ONGC) has neither the status of a Commission.
dor the flexibility of a Corporation. In fact, it has.
the disadvantages of both”.

Following the recommendations of the Com--
mittee on Public Undertakings and those made
by the Malaviya Committee, the Ministry of
Petroleum and Chemicals stated on 14-11-1972.
that Government was examining the future pat-
tern of structure, organisation and financing of
‘ONGC in the light of the recommendations made
by those Committees and that statutory changes.
that would be necessary to give greater autonomy
‘to ONGC would be brought about when the
amentiment of ONGC Act was undertaken. The
Committee have been informed that arising out
of the Malaviya Committee's recommendations,.
-the composition of the Commission was modified
from 1974 onwards and the status of the Chair-
man was raised to that of a Chief Executive. In
addition, Government made some changes in the
internal management of the Commission. How-
ever, the basic problem of modifying the provi-
sions of the Act with a view to confer a greater
degree of autonomy in its day-to-day functioning
still persists. The Chairman, ONGC depased be-
fore the Committee that within the existing
framework of the Act the Commission did not
have the powers of a normal public undertaking.
After reviewing the provisions of the ONGC
Act vis-a-vis the corresponding provisions of some
other public undertakings, ONGC made certain
suggestions to the Government as far back as.
1083. A meeting was reportedly held on 15 Jan-
uary, 1985 to discuss the suggestions for amend-
ments in the ONGC Act but no final decisicn
could be arrived at. The Ministry have informed
 the Committee that fresh proposals for amend-
ment to ONGC Act were ‘furnished by ONGC in
January, 1985 and those were under consideration .

- P -
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The facts narrated above do not at all make a

pleasant reading. It is indeed a matter of regret

that even after lapse of several years it has not
been possible for the Government to bring for-
ward a comprehensive piece of legislation with a
view to modify such provisions of the ONGC Act,
1959 which have been found to come in the way of
proper functioning of ONGC. The Committee
have not gone into the merits of various amend-

ments to the ONGC Act suggested by ONGC.

They, however, feel that since the efficient and
smooth functioning of ONGC is of vital impor-
tance for the country to achieve expeditiously
the goal of self sufficiency in oil, a thorough
review of the provisions of ONGC Act directly
related to the smooth working of ONGC, is cal-
led for at the earliest. The Committee, therefore.,
recommend that the Ministry of Petroleum may,
after discussing the proposals for amendments of
the Act with ONGC, initiate necessary action in
the matter. The Committee also wish to empha-
size that any piecemeal approach of having a
change or two introduced in the provisions of the
Act and then watch the impact may not bring
about quick results. In Committee’s view what is
needed is a comprehensive in depth review of the
entire framework of the Act, so that the lacunae
which .inhibit 'the smooth functioning of ONGC
are removed once for all. The Committee hope
that Government will take positive steps in this
direction and concrete action taken in this behalf
will be intimated to the Committee.

Apart from the need for amendment of certain
sections.of ONGC Act, 1859, the question of reor-
ganisation of the structure and working of ONGC
with a view to increasing its efficiency and speed
up its activities for exploration and exploitation
of oil and gas resources in the country has been
considered from time to time, The Malaviya
Committee had in 1972 recommended “certain
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radical and far-reaching changes in the structure -
and organisation of ONGC as presently constitut-
ed.” These recommendations were considered by
the Government but were hot found acceptable
as stated by the Minister of Petroleum, Chemicals
and Fertilizers in reply to a question answered
on 2-3-1981 in Rajya Sabha. The Secretary, Min-
istry of Petroleum and Natural Gas informed the
Committee during evidence that in view of the
rapid growth of ONGC, its organisational struc-
ture had been restructured many a time in the
past viz. in 1974 1976, 1978 and in 1981, before
the changes were made in 1984 and again in 1985.
The Committee do not see any logic behind mak-
ing such frequent changes in the organisational
structure of ONGC unless these changes impart
some further autonomy and freedom of action
which is so vitally needed for the optimal func-
tioning of a commercial giant like ONGC. The
Committee have a feeling that the changes made
in the past have not been brought abcut after
conducting any scientific indepth study because
if it were so, such frequent changes would not
have been necessary in the organisational struc-
ture of ONGC.

The Committee find that a reorganisation
scheme which seeks to fully implement the cen-
cept of centralised policy making and decentralis-
ed administration was introduced in the Commis-
sion in July, 1984, This scheme was introduced
after carrying out a SWOT analysis by ONGC.
According to ONGC the reorganisationsl struc-
ture which came into operation from
July, 1984 had positive impact on the work-
ing of the Commission and had already started
giving desired results and the operational effi-
ciency was on the increase in every area. The
Ministry of Petroleum had strangely enough a
different assessment of the scheme. It has been
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stated by the Ministry that after one and a half
years of this reorganisation, the Government re.
viewed the position and found several weaknes-
ses in the system. According to Ministry it was
found that the different functional Groups had
not yet been able to organise themselves as Busi-
ness Groups acting as cost and profit centres
and the ONGC had been functioning essentially
as a centralised unit with a common budget. As
a result a new re-organisation scheme which was
to be effective from 1st April, 1986 was being in-
troduced to bring about improvement in the
changes already made.

The Committee find that in fact the scheme of
reorganisation introduced by ONGC is sought to
be improved although Ministry have claimed that
it was a new reorganisation scheme. On the
one hand, the Secretary of Ministry deposed be-
fore the Committee that too frequent changes
should be avoided, on the other hand Ministry
themselves are bringing about changes within
one and a half year of the introduction of reor-
ganisation by ONGC. The Committee are not
able to appreciate this situation. The Committee
hope that Ministry had discussed the changes in
reorganisation with the ONGC before introducing
them. The Committee will like the Ministry to
clarify this and inform the Committee after six
months of the results achieved by the new reor-
ganised set up.

Despite close liaison and inter-acion with the
respective State Governments, ONGC is facing
problems in the matter of acquisition of land for
exploration/operational activities. The main
difficulty appears to be that acquisition of land
under the Land Acquisition Act in different
States is a complicated and time consuming pro-
cess. The problem has become more complex
after the enactment of Forest (Conservation) Act,
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Act 1980, under which, besides the State Govern-
ments, prior clearance of Central Government is
also needed for acquiring land under resrved for-
ests, It has ben stated that at the instance of the
Pecroleum Ministry procedures for aquisition of
land have been simplified to some extent. Much
mare, however, need to be done in the matter to
overcome the difficulties faced by ONGC in so
far as acquisition of land is concerned. The Com-
mittee desire that the Ministry of Petroleum &
Natural Gas should vigorously pursue the matter
with all the concerned agencies of the Central and
the State Governments sort out the prcblems be-
ing faced by ONGC in acquiring land for explo-
ration purposes. In view of the peculiar difficult-
ies being faced by ONGC in acquiring land for
exploration activities in Nagaland, the Comittee
would like the Government to give a serious con-
sideration to the suggestion of the ONGC about
the need for amending ONGC Act to enable
ONGC to acquire land in Nagaland State through
bilateral negotiations with the State Government.
The Committee desire that to bring about quick
decisions this matter be taken up with the State
Government at a higher level and the Committee
informed of the final outcome at an early date.

The Committee find that ONGC'’s plan outlay
for the Sixth Five Year Plan initially envisaged
at Rs. 3370 crores was increased to Rs. 7143 crores
in the mid-term review. However, the total plan
expenditure of ONGC during the Sixth Plan was
Rs. 6206.61 crores against the sanctioned outlay
of Rs. 7143 crores. Thus at the end of the plan
period a large sum amounting to more than Rs.
900 crores remained unutilised. This is to say the
least a totally undesirable state of affairs. When
considered in the context of the most elaborate
drill through which a Department/Undertaking
has to pass to get its plan allocations approved by
the Planning Commission, any non-utilisation of

+—— . o c—
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funds can only be indicative of poor planning.
This also reflects that our planners have to appre-
ciate that in certain fields like oil exploration
things have to be planned much in advance and
non-allocation of funds in time cannot bring about
the desired achievement even when more funds
than asked for are made available subsequently.
It is the firm view of the Committee that there is
need for further refining of the planning process
and adequate monitoring of plan expenditure
particularly in the context of long-term projects.

It is seen that the main reason for non-utilisa-
tion of funds during the Sixth Plan was that
against a provision of Rs. 5154 crores, the actual
expenditure on capital account was only Rs.
3841 crores. The shortfalls in acquisition of
capital items has been attributed to delay in
supply of equipment by indigenous companies
and some projects having been deferred or delay-
ed due to procedural constraints. Both these rea-
sons raise serious issues which need to be tackled
urgently in order to obviate recurrence in futu,;e.

With a view to encourage the manufacture of
oil exploration and oil production equipment in-
digenously, a number of public undertakings such
as BHEL, Mazagon Docks Ltd. (MDL), Burm
Standards Ltd., Hindustan Shipyard Ltd. (HSL)
and Bharat Pumps and Compressors Ltd. (BPCL)
are engaged in the manufacture of equipment and
machinery for ONGC. From the information
made available to the Committee it is secen that
there have been considerable delays on the part
of these public undertakings in executing the
contracts of ONGC. The performance of some of
the public undertakings is particularly utterly
dismal. For example, out of 14 items of equip-
ments supplied by BPCL, 11 items were supplied
late and the delay ranged between one month
and 48 months. In the case of MDL, delays in
deliveries of most of the items ranged between
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20 months and 36 months of the delivery sche-

dule. Similarly there was delay of 8 to 20 months
in the items of equipment supplied by BSCL.
According to ONGC these delays have in turn
affected their plans, schedule performance and
utilisation of plan outlay. The Committee are
sure that there cannot be two opinions on the
need for encouraging indigenisation in vital sec-
tors of economy and that the indigenous capacity
created should be exploited to the maxirnum ex-
tent possible. However, before placing big orders
on the indigenous suppliers, their capabilities
should be carefully looked into and it should be
ensured that they are capable of adhering to the
delivery schedules they offer and there is no
slackening in their efforts to adhere to the sghe-
dules. For this purpose inter-ministerial moni-
toring group should be set up to ensure that the
supplier obtains all the necessary approvals
speedily and ensures delivery as per schedule.
Any slippage in the delivery schedule should not
be at the cost of the undertaking that places
orders of purchase from domestic sources. In
the contracts for supply of equipment by the in-
digenous manufacturers stiff penalties may be
provided for non-compliance with the pre-deter-
mined delivery schedules.

The primary idea behind any indigenous
manufacturing effort is to develop local capability
and the saving in forgign exchange which is un-
doubtedly a scarce resource. However, if the in-
digenous manufacturer is not able to deliver as
per schedule and the identing organisation has ul-
timately to resort to imports or defer its project
implementation, the savings in foreign exchange
may prove only to be illusory. A foolproof
method must therefore be devised to ensure that
there is no delay whatsoever under any circums- .
tances.’
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Besides the question of delay in delivery
schedules, the other important aspect to be consi-
dered in case of domestic procurement is the
question of price to be paid for indigerous pro-
duct. It has been brought out by ONGC, that in
some cases the price paid for the indigenous pro-
ducts are more than 100 per cent of the interna-
tional price. The Committee wish that this is not
wholly correct. At the same time it is a fact that
under the existing price preference formula in
respect of degrees of indigenisation, the differ-
ence of prices of foreign suppliers and the domes-
tic- suppliers can be as high as 35 per cent. This
extra payment for purchases from indigenous
suppliers tentamounts to giving them a subsidy
to meet the international competition and should
legitimately be borne by the national exchequer
and not by a commercial organisation like ONGC,
which is otherwise accountable for its costs. The
Committee, therefore, desire that as suggested by
ONGC and concurred in by the Ministry of Pet-
roleum & Natural Gas, Government may consider
creative of a national subsidy fund through
which the indigenous manufacturers could be
subsidised to make them internationally compe-
titive, The Committee would like that this mat-
er may be taken up at the highest level for an
early decision.

Another reason given by ONGC for non-utili-
sation of plan funds was that some of the projects
had to be deferred or were delayed because of the
long procedure involved in getting clearance from
the Government. The Committee find that there
are delays inherent in the present system of clear-
ance of project proposals since these have to be
seen by a number of Government agencies. The
Committee feel that the present ptoceudres in the
Central Government for approving projects need
to be reviewed and streamlined. The Committee

are of the view that the total time of 5 to 6 months
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vbeing allowed\fqm‘ PIB clearance of projécts should

be further compressed and the project clearance
should not take more than 2 to 3 months at the
most.

Since delays in processing could contribute to
slippages in project schedules, the question to be
considered is whether the Government should
examine each and every project. It has been
stated by ONGC that when an investment pro-
posal of anything beyond Rs. 10 crores is submit-
ted, then the Planning Commission, BPE, Finance
Ministry, Industry Ministry and other appraising:

-agencies get involved. Even if none of these

agencies may have any worthwhile contribution
to make, the proposal will require to be routed
through different agencies as per the set proce-
dure and at each stage some minimum time will
be needed for clearance. It is interesting to note
from the analysis of time taken by Goverriment in
clearing various proposals of ONGC between
1980-81 and 1983-84, that thé actual time taken
for clearance ranged between 3 months and 2
years and 5 months. Similarly, in the case of
contract proposals involving foreign exchange,
out of 6 proposals submitted by ONGC, Govern-
ment took from 24 days to 208 days for giving
their clearance. It may be difficult to apportion
blame for the delay on any particular
agency but the cumulative effect of a proposal
undergoing scrutiny at different levels is that
there is avoidable delay in clearing a project.
This only underlines the need for streamlining
the procedures with a view to reduce the time
taken in clearance. Delays are taking place not
only at the Ministry’s levels but there are proce-
dural delays evenin ONGC. As pointed out by the
Secretary, Petroleum, if quotations are received
by ONGC in October, 1985 final orders there-
on should not be held up till March, or April,
1986. This.emphasises the need for simplification
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and tightening up .of procedures at the undertak-
ing level also.

. With a view to getting over the problems
involved in clearing the projects, ONGC has made
the following suggestions;—

(1) Once the Five Year/Yearly Plan alloca-
tions. are approved, the Commission
should be authorised to approve indivi-
dual projects.

(2) The Commission- should be vesied with
full powers to approve purchase proposals
to avoid delays.

(3) The Commission should be made 2n allo-
cation of Rs. 200 crores from foreign ex-
thange.

Prima facie these suggestions appear reascn-
able to the Committee and merit consideration.
The Committee desire that the issues involved
should be examined in depth and suitable chaneg-
es wherever called for mav be brought about to
streamline the existing prpcedures. Since the
points raised in these suggestions do not relate
onlv to ONGC or the Ministry of Petrolenm &

‘Natural Gas but also have implications for all

other public sector undertakings and their ad.
ministrative Ministries, these need to he ronsi-
dered at the highest level of Government so that

‘broad guidelines can be laid down for all.

In this context the Ministry of Petrcleum has
expressed the view that there is undoubtedly 2
great case for larger delegation of financial
powers. down the line, With reference to ONGC
it has been mwinted out that it has nowers only
upto Rs. 10 crores. Between ONGC and the
Government there is no ‘other ministerial dele-
gation of power. Ministry’s nowers. are thus
also limited. In order to facilitate cuick deci-
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sion-making it has been suggested that the limit
of Rs. 10 crores applicable to ONGL can be
raised to Rs. 20 crores and further the Ministry
can also be delegated financial powers to sanc-
tion projects upto Rs. 50 crores. Further if the
project is between Rs. 50 and 160 crores, it may
be subjected to a clearance by a Group of three
Secretaries, which may include the Planning
Secretary, the Expenditure Secretary and the
administrative Secretary concerned. Only other
projects which are thus beyond the powers of
the three Secretaries should be considered for
Government approval through the procedure of
pre-PIB and PIB clearance. Even further refi-
nements to such a proposal can be worked out.
The Committee cannot but comment that the’
refinements in the procedure for delegation of.
financial powers as suggested by the Ministry of
Petroleum & Natural Gas may be suitably
placed before the Cabinet immediately for arriv-
ing at an early decision. It is needless to point
out that any decision taken in the matter should
be made applicable to all Departments/RMinistries.

The Committee note that against a total outlay
of Rs. 17609 crores, which was recommended by
the Working Group on 7th Five Year Plan, the
Government have finally' allocated only Rs.
8752 crores for the 7th Plan of ONGC. The
Planning Commission has, however, informed
ONGC that they should maintain the work pro-
gramme in accordance with the outlay of Rs.
12095 crores and for that Government would
provide funds on year to year basis. The Com-
mittee are in agreement with the view expres-
sed by ONGC that this is “rather a stringent
sort of proviso” in as much as it is clear that the
ONGC projects which require a lead time of.
two to three years cannot be initiated unless the
allocations for a year are known We}l in ad-
vance. By telling ONGC that they could plan

- g
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an investment of upto Rs. 12,095 crores during
the 7th Plan, it has no doubt been conceded that
the ONGC deserves that much of allocatign to
carry on its planned activities. But the placing
of limitations of getting the approvals on year-
to year basis puts an avoidable curb on ONGC.
The Commitiee are of the view that keeping in
view the importance of petroleum products in
the economic environments of the country, it
has to be recognised that the petroleum is a
key sector which we cannot afford to overlook
or underestimate. If the overall importance of
this sector is realised there can be no justifica-
tion whatsoever in treating it on par with other
sectors of economy. Hence, there is peed for
allocation of adequate funds in so far as ONGC
is concerned and making their availability
known sufficiently in advance so that there is
no impediment in planning and execution of
projects by ONGC.

The Secretary, Ministry of Petroleum deposed
before the Committee that for ONGC project
approvals have to be given ahead of the plans
and that this point had been taken up with the .
Planning Commission. The Committee would
like the Ministry of Petroleum to vigorously pur-
sue this matter and intimate the outcome thereot
to the Committee in due course.

It was pleaded by Chairman, ONGC that ONGC
could on its own arrange enough funds for its
plan needs. Such funds could be arranged even
at lower interest rates from Indians settled .
abroad. However, there is a restriction imposed
by the Finance Ministry under which no under-
taking can deal directly with anybody for financ-
ing. The Committee desire that the matter may
be taken up with the Finance Ministry through
the Ministry of Petroleum and ONGC should be
allowed to raise necessary funds for financing its

plan projects.

e



	0000
	0001
	0003
	0005
	0007
	0009
	0011
	0012
	0013
	0014
	0015
	0016
	0017
	0018
	0019
	0020
	0021
	0022
	0023
	0024
	0025
	0026
	0027
	0028
	0029
	0030
	0031
	0032
	0033
	0034
	0035
	0036
	0037
	0038
	0039
	0040
	0041
	0042
	0043
	0044
	0045
	0046
	0047
	0048
	0049
	0050
	0051
	0052
	0053
	0054
	0055
	0056
	0057
	0058
	0059
	0060
	0061
	0062
	0063
	0064
	0065
	0066
	0067
	0068
	0069
	0070
	0071
	0073
	0074

