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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having 
~been authorised by the Committee to present the Report on their 
ibehalf, present this Eighth Report on Oil, and Natural Gas Com-
mission-Organisational Structure and Pro~ Clearance. 

2. The Committee took evidence of the representatives of on 
,and Natural Gas Commission on 23 and 24 September, 1965, 28 and 
29 October, 1985, 10 and 11 February, 1986 and of Ministry of Pet-
'roleum and Natural Gas on 1l 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 DELHI; 
April 25, 1986. 

'Vaisaka 5. 19CU (S). 

K. RAMAMURTHY, 
Chairman, 

Committee on Public Undertakings. 
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CHAPTER I 

OkGANISA'fIONAL STRUCTURE 

A. ONGC Act., 19$9 

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 functi'Ons of the Commission have been 
. specified in the Act. 

1.2 According to S~tion 4 of the ONGC Act, 1959, the Commission 
shall consist of a Chairman and not less than. h\''O and .J1ot more than 
eight other members appointed by t:le Central Government. 

1.3 Under Section 14 of the Act, the main functions of the Oil & 
Natural Gas Commission. subjed to th(>c provisions of the A::-t. 
inter u,lia, are "to plan, promote, organise and implement programme~ 
for development of petroleum resources and the production and sale 
of petroleum nnd petr'.)lc'.lm 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 cOhS-
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 feli that ONGe should real-
ly have more powers than any other Public Sector Undertakings 
which are norma1ly registered under the Indian Companies Act, 1956. 

1.5 The Committee on Public Undertakings, which examined the 
working- of ONGC fU'St in 1964-65 and again in 1971-72, inter-a1ia 
found that the Act, under which the ONGC had been constituted, did 
not provide for appointment of the Chairman as its C'nief Executive 
Officer. The Committee (1971-72) in Para 2.11 of their 16th Report 
(Fifth Lok Sabha) recommended as under: 

"The Committee after careful ~onsideration 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 
~peditious 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 on 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 reo-

. gulations as is required by the ONGC under Seetion 32 of the ONGC 
Act, 1959. The Committee also felt that the restridions imposed 
upon the ONGC Under Sections 15 and 32 of the Act had the effect 
of impeding the emcient working of the Commission. The Com-
mittee accordingly recommended that Sections 15 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 Chemical., also stated in their rePly dated 14-11-1972 as 
folJows:-

"Government are already examining the future pattern of 
structure, organisation and financing of ONGC in the light 
of the recommendations made in CPUIMalaviya Commit-
tee Reports. T,he statutory changes that ~uld be neces-
sary to give greater autonomy tq, ONGC, would be brought 
about when the amendment of ONGC Act is undertaken to 
give effed 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 
,a.tia.., 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 (~ontext, the Committee observed: 

"The Committee has round much evidence for the conclusion 
that the strange mixture of a Commission-cum-Subordinate 
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oftlce 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 Dumng evidence of the representatives of the ONGC, the 
Committee wanted to know the views of ONGC on the above obser-
vations of the K. D. Malaviya Committee. Chairman, ONGC stated 
as tollows: 

"Baslcally the statement made by Shri Ma,1aviya 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 aJDeIJld this Act so that certain additional powers are 
given to Commission so that we are able to operate more 
eil'ectively wi~hout 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, (ONGe) 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 
t'omplex nature of the subject taking into account various 
recommendations made so far. I am glad to say that the 
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of the 'Chief Executive' of the Commission with a view to 
~editious implementation of work in the various fields. " 

. 1.6 In Para 2.43 of their 18th Report (Fifth Lok Sabha), the Com-
Inlttee (1971-72) also noted that the non-statutory Public Undertak-
ings like Indian on 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 Commissian. The Com-
mittee accordingly recommended that Sections 15 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 Chemical'> also stated in their re~ 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 CPUIMalaviya Commit-
tee Reports, T,he statutory changes that W'Ould be neces-
sary to give greater autonomy tq, ONGC, would be brought 
about when the amendment of ONGC Act is undertaken to 
give effed to other decisions that Goverfunent 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 or~anisationa1 structure of ONGC. The 

. Malaviya Committee recommended "certain radkal. and far-reachin'g 
changes" in the structure and organisation of ONGC. 

1.9 In relation to the' ONGC Act, the Malaviya Committee, inter 
. al.i.a., 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 t.he Government Secre-
tariat" 

In the same context, the Committee observed: 

"The Committee has found much evidence for the conclusion 
that the strange mixture of a Commission-cum-Subordinate 
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omce 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 tact, it has the dis-
advantages of both." 

1.10 Du.uing evidence of the representatives of the ONGC the , 
Committee wanted to know the views of ONGC on the above obser-
vations of the K. D. Malaviya Committee. Chairman, ONGC stated 
as follows: 

"Basically the statement made by Shri MaJ.aviya Committee 
in th~r Report is correct We have IUggested certain 
amendments to the Act itself so that OUr functioning can 
become a little more autonomous as compared to some of 
the other pubUc sector units. Because Of the Act there 
are certain things which we cannot do .... So, there is 
need to amerui this Act 80 that certain additional poWe1'8 are 
given to Commission so that we are able to operate more 
effectively wi~hout 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 
ilnter 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) witll due re-
'gard to their growing responsibilities and the importance 
of their efficient, operations to the national econom.y. 
Although certain decisions had been taken tentatively by 
the Government in this regard, the matter needed to be 
examined in greater deUill in view of the intricate and 
f"omplex nature of the subject taking into account various 
recommendations made so far. I am glad to say that the 



t~XmnhLLi,J"1 ,~~ .... le l.i~1:..Jr", involved has now bef'n com-
pleted and I have thoc privilege tv place betore the House 
the decisions of the Government on the futt', r.organis[l-
tional set up of the ONGC, 

* • * * 
The ONGC is a growing orguIli::;ation and is in the thick of 

majQf' operations, particularly in the offshore sector, 'We 
have therefore proceeded on the basis of making minbnwn 
changes nt this stage and they !UlV£, be<'ndesigped to add 
strength and a ~tter definition o! tl-je r~~;ponsibi1ity at the 
staff and executive le\'els of opel:l tiO.l:> and hetween t!'le 
ONGC and the Govern~cnt," . 

" 1.12 Subsequently in March, 1981, in' R;1jV:J S~tb:'a in reply Lt.) 
USQ 1216 al'lswereuon 2-3-1981, in regard t'O the a("tion taken on 
specific recomm~dations of the M.alaviYlI COlntnH.t~e, the Minist~r' 
ofP.etroleum, Chemicals /;lnd Fertilizers stated A,o;; under:-

"l J 

"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,;t had suggested that the respon-
sibility fOt national policy for oil exploration at the 
highest level should vest in a body known as the Oil & 
Natural Gas Commi'SSion. The Chaii'tna,n of this Com-
misJion should be a person of Cabinet Ministers's rank 
and for some years the' . Prime Minister should take 
over the Oil ExplCll'ation portfolio. A . Department (i,~. 
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 by the Government but were not found 
acceptable." 

1.13 It 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:-

t,; 

"Arising out of the Malaviya Cnmmittee recommendation, the 
compo!lition of the Commission WAS modified trom 197, 
onwards to include Secretary (P) and Secretary (Finance, 
as membe1'$ and raising the statu!'! of the Chairman ane! 
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alao empowering him with the powers of the Chief Exe-
cutive ... In addition, Government made some changes in 
the internal management of the Commission." 

1.14 At present Ministry of Petroleum ~ Natural Ga'S is being 
represented on 'the Commission at the level of Joint Secretary. 
Similarly l!"inance Ministry is being represent~d by' an Additional 
Secretary. During evidence, Chairman, ONGC ~;uggested before the 
Committee that Chairman of the Commission should be of level of 
Secretary to the Government of India and Secretaries to the Govern-
me'llt of India should be on the Commiasionfo.r qu.ick decision. It 
was also stated that, Secretary Petroleum and Finance Secretary 
represented their respective Ministries on the Commissron from 
April 1!l74 to December 1977. 

1.15 'rhe Committee wanted to know the advantages in having 
Secretaries of Government on the Commission. Chairman, ONGC' 
statcrl as follow3:-

"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 h~d a higher status. As the Secretary 
iN on the' Commission and a decision is taken, he is the 
tlnal autt>ority in the matter. Then the proposal would 
not go through the Desk Officer and others. Now what 
happens is the Joint Secretary or the Additional Secretary 
is on the Commission and the prop:>~;nl goes t!1rough the 
whole procP.ss, 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 propo~als It has a tremendous 
advantage." 

1.16 Asked about the views of the Ministry on the above sugges-
ti9n of the Comm.ission, 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 SecretaryiAdditional SeCretary in Ministries of Petroleum & 
Finance. The Government d'Oes 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 thi<; Secretary, Ministry of Petroleum and Natural Gas 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 

Ctlmmission may work both ways. We want the Commis-
sion to have its own independent thinking and not to be 
infiu~ced by the Ministry's thinking. There are six or 
seven full-time members Of the Commission. W~ 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 perhap~ 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 IT'.ake 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'! 
decisions are to be approved by the Ministry, the Secretary stated: 

"The Government, as' an indepen4ent 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." 



1.20 The Committee were informed that ONGC made a review 
of the provisions of the ONGC Act w+Vis the corresponding pro-
visions of aome other Public Undertakings and made certain sugges-
tions to the Government as far back as 1983. In this connection, 
Member (Personnel) of ONGC stated during evidence as foUowa:-

"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 bo 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 
~xample. 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 inlpor-
tant to any progressive commercial undertaking 80 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 G<>vernment and notified in the Gazette and 
tlhen finally p'laced bet!ore the Subordinate ~gislaticlll: 
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 
Acl" 

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. It has been stated that the reaction of the Ministry was 
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that ONGC should brj,ng olit observations only on those provisions 
which are directly related to the smooth working of ONGC and a 
consensus was arrived at that Se::tions 12. 14, 15. 26, 31 and 3'2 l'leed-
ed immediate attention. . 

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

"The ONGChad proposed extensive and radical amendments 
to the ONGC's Act of 1959, rules and regulations th4!re-
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 discussions, 
it was decided that the proposab for amendment of 'only 
six (6) sections needed further scrutiny. These are under 
con!>ideration of the Government." 

1.23 During t~vldence the Committe~ pointed out that the matter 
relating to amendment of certain sections of ONGC Act was hanging 
ftre for a long time and wanted to know a'S to by what time Ministry 
would take a final decision to amend the ONGC Act. Secretary, ... ~ 

Ministry of Pef,roleum 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 its 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 
delc'f.ltion of powers. Accordingly, they take decisions 
which have been app.,roved 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 cont.rib~te 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 
9. Joint Secretary, Ministry of Petroleum 

1.26 The Committee are informed that a reorganisation scheme 
which seeks to fully implement the concept of centralised poli<:y 
making and decentralised administration was introdu<led in the 
Commission in July, 1984. Under the scheme, four functional Busi-
ness Groups have been constituted. These are Exploration, Drilling, 
Operations and Technical Services. The Business Groups have com-
mercial working relationships among themselves. While each func-
tional Member ov~rseas fundioning 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: 

"E.arlier we were organised on the basis of territorial bases of 
off-sbore and on-shore and it was resulting in many pro-

718 LS-:'>ri 
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blems. Only two members were handling all work ie. 
drilling, exploration, techSl1cal 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 t.hat 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. futllris-
tic planning, management of the envirotunent and moni-
toring and giving support to operations. The o~rations. 
would be handled by the Group General Managers for 
which we have submitted to the Government our pro-
posals for sanction. We have ~lso delegated the authority 
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 qepartment; Our concept is a'Imost on the 
Barne !jnes. Each group over a period would become a 
profit ('entr~ 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 
econom,ic deyeJop~ent. there is going to be"." growing 
demand, for hydrocarboJlS in this coun~ry. So, the need 
arose as to how we can convert these prognosticated re-



11 

sources into in-place geological reserves, at an accelerated 
pace to meet the growing dematld. We formecl 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 
!opecialised 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 onp 
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 "tated 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 
.)f time." 

1.30 Asked about the results and benefits arising out ot the re-
organisation seheme, 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-
tralisatioil 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 e~mmission 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 res.ults .... The first is that specialisation and opti- . 
mum utilisation of resources is receiving direct thrust. 
The second one is that purchues used to take a very long 
time. Almost in aU cases, time has been reduced by 



12 

20 per cent. We have found operational e1ftciency on the 
increase in every erea." 

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:-

44Restructuring 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 yeara 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 moclifkation. It was found that 
the different functional Groups had not yet been able to 
organise themselves as Business Group~ acting as cost and 
profit centr~. It had not been possible to develop sepa-
rate costing procedures or even a format of buq.get for 
each of the Groups. The ONGC had been functioning 
essentJally 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 jn 
inadequate supervision; 

(il) The basin approach had been diluted by having Gene· 
ral Managers who reported to their respe~tive 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 r~sponsibility 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, Mil}istry of Petroleum and Natural G~ also 
Infonned the Committee during evidence that in view of the rapid 
growth of ONGe, its organisational structure has been restructured 
many times in the past viz. 1974, 1976, 1978 and in 1981 before the 
changes made in 1984 and again in 198'. 
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1.33 The Committee wanted to know the di1ference between're-

orgaatsation schE'IDe of 1984 and the new scheme of Dec:ember 1985. 
The Ministry have stated in a written note as fo~ws:-

"At the time of the earJ,ier 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 js also proposed to have a Member exclusively for Natural 
Gas in view of its importance in the Energy Sector. This 
Membe.r 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 
ONGe and the overall performance of ONGC would be 
reviewed by tbe ,Ministry. These arrangements are to 
come into effect from 1st April, 1986. to 

1.34 The COmmittee pointed out that there have been frequent 
changes in organisational structure of ONGC (i.e. in 1974. 1976, 1978, 
1981, ~984 and 19851) in past and wanted. to lmow the reaSOlJS for such ... .... 
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changes. Ministry of Petroleum and Natural Gas stated in a written 
note as foUows:- . 

"For an organisation like ONGC operating throughout the 
country in di1ferentgeological 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 functionin~." 

1.35. The Committee further pointed out that since K. D. Malaviya 
Committee Report in 1972 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 
.l goling on for some time, it· should be given a c:nance to 

... 1 • 
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work for four or five years. After that it can be reviewed. I 
think the point bas been well taken by the bon. member 
that too frequent changes should not be all'Owed and the 
reorganisation already recommended may be Jillowed 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 regionallproject 
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 PELlmining lease, 
employment, accommodation 1ltility services and infrastructural 
facilities. 

1.37 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. Elaboratin'g it further ONGC 
stated in a written note that because of the Land Acquisition Acts of 
different .States acquisition of land for explorationloperational 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 Departments a5 well ae; in the Central Ministries thus retarding 
exploration activities. This has been a consistent experience in th~ 
North Eastern States. 

1.38 The Committee wanted to know whether ONGC had any sug-
gestions for making the land acqUisition process easier. ONGC 
stated in written reply furnished after evidence that certain amend-
ments in Land Acquisition Act, (1894) 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 ot 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 shan apply ~ State of 
Nagaland unless the Legislative Assembly of Nagaland so 
decides. Waiting for AcqUisition of land through land 
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AcqUtslt\on 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 special pro--
visions with regard to urgent cases. Special provisions 
have also been made to waive off certain procedures in case 
of uttUtyand essential services. These provisions could be 
extended to activities relating to exploration, exploita~ion 
and production of hydrocarbons. 

1.39 During the course of examination of the Mini::;try, the Com-
mittee 'enquired whether the Ministry were aware of the fact that 
ONGC W3S cxperienclng constraints in acquiring land for exploration 
\1VJrk. The Ministry replied in a written note as follows:-

"Section 24 of the ONGC A~t declares land acquisition for 
ONGC as a public purpose and provides that such land can 
be acquirE.'d under the provisions of Land Acquisition Act 
1894. Notwithstanding this proviSion, the Exploration 
Companies have been facing difficulties especially in the 

. Eastern Region where deforestation is jnvolved. With the 
promulgation of Forests Conservation Act, lPSO, the proce-
dure for acquisition of forest land has become very com-
plex:" 

1.40 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 AgricultUl'e constituted:a Working Group which went into the 
quesmnand consequent to its A: ecommendations a simplified proce· 
dure was evolved in April, 1984. Forest Secretaries of all the States 

,and Union Tenitories 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 
e1earance of Central Government; however, it prescribed 
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8 simpler fonnat 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 WUd Life to consider allowing survey 
activities without prior clearance for de-reservation -of forest land. 
The matter was stated to be under consideration. 

1.42 Oil & Natural Gas Commission was set up as a statutGry 
body under theONGC Act, 1959. The cGnlpositiGn, po.wers and func-
tinns o.r the Commission have been specified in the Act. The Co.m-
mittee find that o.wing to. certain prGvisio.ns j,n the Ad, cGnstraints 
have been experienced in the smooth an«J speedy co.mmercial wo.rk-
ing of the Commission. The Co.mmittee on Public Undertakings 
·.vhkh examined the wo.rking'o.f ONGC first in 1964-65 and ag8~n in 
1971-72, inter nUa found that the Act, under which ONGC had been 
eonst:tuted, did no.t pro.vide for appointment of the Chairman of the 
Commission as its Chief Executive Officer. It was alsO' nDted that 
other llo.n-statl.tol"Y puMic u;ndertakings like Indian Oil CDrporation 
etc. which had been set Ull under the Indian Companies Act enjDyed 
('omparatively greater autonomy in exercise of their pO'wers. The 
CDmmittee had also felt that the restrictions impoSed upon the 
ONGC under Sections 15 and 32 of the Act bad the effect Df imped-
ing the efficient wDrk;.ng of the Commission. The high powered 
Committee set up in 1971 under the chairmanship Df shri K. D. 
Malaviya, M.P to' review the functioning of the ONGC also. came to. 
mo.re Dr less the same cDnc1usiDn when it Dbserved that "In a large 
measure the present ineffectiveness and loss of purpose was inherp,llt 
in the Act which placed the statutory body in a position Df subordi-
llation to. the Government Secretariat". This Committee had alSo. 
observed that "1t (ONGC) has neither the status Df a Commissio.n 
no.r the flexibility Df a CorporatiO'n. In fad, it bas the disadva;lltages 
of bGth". 

1.43' FGlIGwingtbe recommendations O'f the CO'mmittee on Public 
Undertakings and those made by the MalaviYa Committee, the 
Ministry O'f petroleum and Chemicals stated on 14-11-1972 that Gov-
ernment was examining the future patter;u of structure, organisation 
and financin,g o.f ONGC in the light· of the recommendatious made by 
those CDmmittees and that statutory changes that would be Deee8-
sary to' give greater autonomy to ONGC 'WO'u)ld be brought about 
when the ameodme.'lt Df ONGC ,Act wa~underiaken. The Commit-
tee have been informed that an,ing: Gut of the MalaviYa. Committee's 
recommendations, the compositio.n o.f th~ eo.mmiss!on was modiW 
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f:rom 1914 onwards and the status of the Chainnan was raised to that 
?f a ~jef Executive. In addition, Government made lome chaDl'cs 
-.n the lDternal 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-
Sist.Ci. The Chairman, ONGC deposed before the Committee that 
within the existing framework of the Act the Commission did Rot 
have the powers of a DOrmal public undertaking. Mter 
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 ONGC Act but .~o fmal decision 
could be arrived at. The Ministry ha,'e infonned the Committee that 
fresh proposals for amendment to ONGC Act were f~nished by 
ONGC in January, 1985 and those were under consideration. 

1.44 The facts narrated above do not at all make a plcasB.nt read-
ing. It is indeed a mlltter of regret that even after lapse of !llCveral 
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 tlw 
way of proper functi~'1illg of ONGC. The Committee have not gone 
into the merits of various amendments to the ONGC Act suggested 
by ONGC. They, how.wer, feel that since the efficient and smooth 
functioning of ONGC is of vital importance for the country to achieve 
expeditiously the goal of seU sufficiency in oil, a thorough review of 
the provisions 01\ ONGC Act directly related to the smooth working 
of ONGC, to;; called for at the earliest. The Committee, therefore, 
recol11ble~d that the Ministry of PetroleUm may, after discussing the 
proposals for amendments of the Act with ONGC, initiate necessary 
action in the matter. The Com,mittce 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 L'l a compreben· 
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 Commilttee hope that Govenuneat will take posi-
tive steps in this direction and concretel action,takeD ill this behalf 
will be intimated to the Committee. 

1.45 Apart from the need for amendment of certaip sections of 
ONGC Act, 19-59, the question of reorganisation of the structure and 
working of ONGC with a view to l.ucreasing its efticiency and speed 
up its activities for exploration' and exploitation of oil and gas re-
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sources in the country has been'e0D8ideredfrom time to~e. The 
Malaviya COJDDlittee had ill 197% reeommencled "eertaha tadical and 
far-reaehing changes in the structure and orgs.uisation of ONGC as 
pl"e86Dtly constituted." These recommendations were considered by 
the Government but were not found acceptable as stated by the 
Millister of Petroleum, Chemicals and Fertilize~ in reply to a ques-
tion ~nswered 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 
sttueture 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 
ag_u 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 ion the past have not been brought about after con-
ducting My scientific indepth study because if it were so, such fre-
quent changes would not have been necessary in the organisational 
structure of ONGC. 

L46 The Committee find that a reorganisation scheme which seeks 
to fully implement the CQncept of -:'eld1"alise-t policy m1l1dng and de-
centralised administration was introduced in the Commission in July, 
1984. This scheme was introduced after carrying out a SWOT ana-
lysis by ONGC. According to ONGC thereorganisational structure 
which came into operation from July, 1984 had positive impad on 
the workLn,g 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 heen stated by the Ministry that 
after one and a half years of this reorganisation, the Gover.nment 
reviewed the position and found several weaknesses in the system.. 
Aee.ording to Ministry it was found that the differentiundional 
Groups had not yet been able to orge,uise themselves as Business 
Groups acting as cost and profit centres and the ONGC had been 
functioning essentiaUy as a centralised unit with a common budget. 
As a result a new re-organisation scheme which was to be etlective 
from lit April, 1986 'was be;.ug introduced to bring about improvt'-
ment in the cbanges already made, 

1.47 The Committee find that in fad tbe scheme of reorganisation 
introduced by ONGC is SOUI'ht to be improved although Ministry have 
daimed that it was a new reorganisation scheme., On the one hand.. 
the Secretary of JliniabT deposed before the Committee that too Ire-
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.ueot daaqes .,uld be avoided, on the other hand MiIliatr,.. them. .. 
selvea are briagiug about ehaages within oue and a half year of the 
introdl¥"Jion of reorganisation by ONGC. The Committee . are DOt 
able to appJ'eciate this situation. The Committee- hope that Ministry 
had discussed the changes iD. reorganisati~uwith the ONGC ,before 
in~ueing them. The Committee will like the Ministry to clarify 
this and infonn the Committee after six months of the results aehiev~ 
ed by the new reorganised set up. 

1.48 Despite close liaison and inter-action with the respective, 
State Governments, ONGC is fad.ng problems in the matter Of acqui-
sitio.n of land for exploration/operational activities. The main difll-
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 euactment of 
Forest (Conservation) Act, 1980, under which, besides the State Gov-
ernments, prior dearance of Central Government is also needed for 
acquiring land under reserved forests. It bas been stated that at the 
instance of the Petroleum Ministry procedures for acquisitio,u of land 
have been simplified to some extent. Much more, however, needs 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 
lnatter with all the concerned agencies of the Ce,utral and the State 
Governments to sort out the problems being faced by ONGC in 
acquiring land for exploration purposes. In view of the peculiar 
difficulties being faced by ONGC in acquiring land for exploration 
activities in Nagala.ud, 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 
Naealand State through bilateral negotiations with the State Govern-
ment. The Committet\ desire that to bring about quick decisions this 
matter be taken up with the State Government at a higher level and 
the Couunittee informed of the final outcome at an early date. 



CllAPTERn 

ALLOCATION OF FUNDS .AND DELAY IN CLEARANCE OF 
PROJECTS 

A. N O1t-utilisa.tkm of fwnds du.ring 6th Five Year Plan 

2.1 The total plan expenditure of ONGC for the 8th Five Year 
Plan was Rs. 62Q6 crores as against the sanctioned outlay of 
Rs. 7143 crores. Details of the plan expenditure are as follows:-

Surveys 

ExPloratory Drilling . 

Development Drilling 

Captial • 

Institutes anrl R&D • 

Working Capital 

(Rupees in crOf'es) 

'" ~inal Mid-term Actuals 
Pla,.. R~view 

(JWlC 1980) Sept.Ig851) 

100·58 18S.00 193·33 

1114··89 gag.O!) "5Z·44 
672.00 834·24 

JU23·53 51!)4..0D 3841.25 

31.00 3S·0D SS.go 
1I0.DO 149. 05 

---- --... -.--... ~- --.- ._--
3370 • 00 7143. 00 6206.6\ 

-------- ----------.----------- ---------------------
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 crotes 
in Mid-Term Review. At the end of the plan large sums amount-
ing to more than Rs. 900 crores remained unutiliseci. 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-utili'SaUon 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 foUows:-

"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 suppUed by the end of 1986. It is almo:;t 
going to be three years behind schedufe. 

We, therefore, cannot meet the financial commitments if they 
give us wrong delivery schedule. The same is the ca,;e 
with the other platform to be given by MDL. A large 
number of platforms are slipping very badly. They have 
supplied us 0I11y the jacket and not the process and other 
facilities. We are having regular meetings with the coo-
cerned authorities, the last one being at my level. 

The drill ship' Jackups have been ordered and delivery is 
behind schedule. ,About Helicopters, tUI date no delivery 
has been eft'ected. These are some of the problems. Added 
to this, to our good luck, the prices of some of the itemf; 
came down. With the result "the money spent by us also 
came down. All· our planning went wrong when these 
public sector compani~ ~d the, indigenous 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: 

"Earlier 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 U.ere but that would be nothing' as compared to the costs. 
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2.6 The Committee enquired whether the unutiUsec! 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 increaliing 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. r 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 whethe~ the Ministry had analysed the reaS()n~ 
for non-utilisation of funds during 6th Five Year Plan. The Minis-
try of Petroleum and Natural Gas stated in a written note <IS 

follows:-

"A yearly analysis of shortfall in plan ,expenditure on ONGC. 
during 6th· Pl.8Jl. had indica.ted. the main reasons as slip-
pages in procurement of capital eqUipment and delays in 
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finalising procurement proposals for rigs, vesstCls etc. 
The ~try 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 suppUcrs 

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

"Unfortunately, sometimes ordering of equipment is not in 
our hands. I would give you the example of Jackul' 
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 fore-
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: 

etA 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 should 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 ~n­
tracts. A.ecording to ONGe, these delays have affeeted O~GC'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 
~uipments ,by indigenous companies: 

$I.No. Nam~ ofUndertaldn~ 

1. BBEL 

'2. BPCL 

'3. MOL. 

·4. HSL . 

S. HOPR 

6. Goa Shipyard 

7. GRSE 

8. BSCI. 

--

Total No. 
ofcqulp. 
menu 
supplied 

.21 

14 

2i 

7 

g 

3 

3 
2 

No. of 
equip. 
ments 
which 
.upplied 

late 

. 19 

13 

23 

5 

2 

3 

3 
2 

Delay 

I month to 9 months 

I month to 48 months 
( In six cases delay was more 
than 12 months) 

In most of the items delay.owr 
, lIO months upto 36 month. 

I month tokmontbs. TwoitelQ$ 
still to be livered. 

g months each 

1I to 6 months 

1I months e_h 

8 and 20 months. , 

2.13. Duringtheex8mination 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 

'.'9t-ill sit together every week Or every fortnight and sort 
!lOut problems. It should speed up the whole process of 
manufacture of equipments in domestic yards I factories. 
Now they are able to attend to such delivery-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 i>r.oduction of machi-
nery and equipment required far' survey and exploration activities. 

The Ministry stated in a wriUe:n. note as foUaws:-

"Government's policy is to encourage the manufacture ot 
. oilfield equipment mrligenously both in the Public snd 
the Private Sector subject to their meeting the require-
ments of specification, delivery schedules and being with. 
in the price preferen'Ce available. rn 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 R;s. 600 
crores. Indigenisation' has 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 compressof'l 
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 ONGCIOIL. 

The Empowered Committee on Indigenisation has been recons-
tituted in November, 1985 to. settle the policy and prl.l~ 

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 severnl 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 i-I)digenisationfor which th~re 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 roay be as high as 35 per c~t. 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 clarifted:-

"ONGCloIL 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 atieq'uate. ONGC is not being per-
mitted to import those items where the indigenous o1rer 
is technically acceptable and falls within the admissible 
price preference. 

Setting up indigenous units that are internationally cost com-
petitive would also ensure that these uni1ls would be in 
a position to export in case their productlservices were 
not required by ONGCjOil. It would avoid idle indigen-
ous capacities in the long run." 

2 . IS. 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 acquire 
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 oft-Rhore 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 ha:ve .hown 
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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 6e1ayed. 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 incligenise. 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 lOOper 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 
su bsidise all these people so that the performance of other 
companies is not a1fected 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 clea.ra.nce of Projects 

2.22 In regard to time taken by the Ministry of Petroleum & 
Natural Gas/Finance for clearing the various proposals submitted by 
ONGC, 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 Gove":l-
ment agencies. 

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

" .... This delay in calling for the FIB meeting is the real pr0-

blem. Our experience has been very very unhappy. 
Sometimes it takes 20 'months for the pm mseti11g 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 Chairman or the Member does not perform properly 
do not put him there. It takes 20 months for a proposal 
to be cleared. U just cannot go on. You are only chasing 
the Government always." 
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2.'23 The Committee wanted to know the agencies involved in 
clearance of investment proposals submitted by ONGC to the Gov-
emme~t. 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-
pm meeting in the administrative Ministry. After that a 
note for the PIB is submitted by administrative Ministry 
and it is disc\ftlsed in the PIB where the Chairman and his 
representatives a1soare present." 

2.24 Asked whether Planning Commission was also involved, 
CJ1a1rman, 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, ~en the Planning Commission, BPE, 
Finance Ministry, Industry Ministry, all these appraising 
agencies are involved." 

2..1.; 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 agendes. 
The proposals remain identically the same." 

2;.U AB to the procedure followed for getting projects clearance 
and the reasons for delay. the Ministry of Petroleum It Natural Gas 
kave in a note, stated: 

'1 According to instructions issued by the Ministry of Finance 
'Vide their O.M. dated 23rdAugust, 1984, the papers tor the 
pre-PIB meetings must be circulated six weeks before the 
meeting and 4 to 6 wee'ks are required for consideration 
of the pm after the receipt of Memoranda. Even if an-
other six weeks are allowed tor the ONGC to furnish it. 
comments on clarifications sought by the appraising agen-
des and sometime is allowed for issue of minutes, appro-
vals etc., altogether 5 to 6 months are required for PIB 
clearance. Delays have occurred in general on account of 
fundingbelng uncertain, incomplete information, delays in 
fumishil1l clarift.cations. holdini of meetings ete.'t 
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2.27 The Committee further wanted to know the time taken b, 
Government 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 19M-85 were 
also not cleared by Government till October, 1985: 

sr.No. Name of Project :Date of 
submi .. ion 

to Ocwt. 

Time taken 
(upto Oct.' 85) 

I. PropJI'l' for charter hire of' .. land rigs from Indian 
Intrepreneura. • . . . • • 9. I. J 98s 10 month. 

2. Ga' Sweetening Phage II • 8.1:1.1985 9 1U00du 

-g. Western offshore Integrated Development pl." • 11.2.1985 9 montht 

4. RVP reduction of Crude at Uran. • . 27.3. 1985 8 month. 

~. ~oquisition Of~t ·ilp f" 1l1'l'J:'e D'illir\g fJr 
Induction dur ng 19I17-90" • • • 119.11.1984- 12 month. 

2.29 Similarly against the normal time of 3 weeks for release 
·of foreign e.~change, 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, G<>vernment 
took more than 3 weeks for clearance. In certain cases Ministry' 
took 3 to 5 month!! for giving clearance. In caSe of COl1tract propo-
sals involving foreign exchange, out of 6 proposals submitted by 
ONGC Government took from 24 days to 208 days for giving their 
clearantle. 

·2.30 During the course of examination ot the Min1stry, the Com-
mittee wanted to know the reasons for delay in giving c1earanee f.or. 
various proposals of ONGC. Secretary, Ministry of PetrOleum and 
Natural Cas stated as follows:-

" ...... 60% of the cases are cleared between 3 months and 
• months, 90 days. For cases involving hundrecU of 
crores of rupees, three' or fou.r months Is a normal time._ 
These are all cases involving considerable scrutiny at 
several levels and in geveral 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 delayed." 

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 
procedJlral delays. They have to streamline their proce-
dure for examination of tender etc. If the quotations 
come by October, 1985, the reconimendation 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 
procedur~s 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· 
eftort." 

2.31 In order to avoid delay in dearing the projec\s, ONGC made 
the following suggestions:-

~ .. 

/ 

(1) Once the Five Year/Yearly Plan aUocations are approved. 
the Commission should· be authorised to approve indivi-. 
dual projects. The Secretaries to the Government of 
India should be on the Commission so that the Commis-
man,' e&n 'Iict as ~ an ,empowered Committee for the purpose. 

'(U) The Commission should be vested with full powers to 
approve purchase proposals to avoid delays. The Gov-
ernment officera are members of the Steering Committee 
~~ om:e proposals are cleared 'by this Committee ther~ 
.bould be no need for further Government scrutiny. 

,(ti)The Commission should be' made' an allocation of RI. 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-
sion cannot be considered as investment approvals since 
the Plannin'g Commission only decides the availability of 
resources. In most of the caMs the fealSibility 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. 

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

(iii) 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 
Commi,ttee 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. 

l! it is above Rs. 10 crares, 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. Webave our 
Flnancial Advisers who are ofticers of the Flnanee Ministry 
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with us. The \bird step is, if the project is between RI. 50 
crores and as. 150 erores, that may be cleared by a small 
grol,lp 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 Rlii. 50 crores, we can get the project prepared by the 
ONGC and the Ministry would sandion it, of course, with 
the approval of the Minister. If it is between Rs. 50 
crores and Rs. 150 crores, then the Committee of Seeretaries 
could clear it. Three of them sit, formally and they caD. 
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.PJB 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 fillancial 
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 judked with refer-
ence to the annual action plan. This is the system which 
we are following. It will be made effective during 1986-87. 
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 way •• 
by delegation and by speeding up, procedures even wltbJn 
the greater delegatlon.°' .~ 
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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 processin, 
indust:'y where input and output ratio is pre-cietermined. 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 hu to 
cover a longer period because exploration in an area requires specia-
lised equip~ent 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 
IUccessful 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 perioda so 
that all preparatory actions could be taken in a manner that actual 
execution ot plan takes place as sdheduled.. ONGC has also sug-
.felted:-

''In addition to the yeatly budget, the Comm.tssion 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-
Tetary, Ministry of Petroleum and Natural Gas stated as follows:-

"It is a genuine diftlculty. We oUl'lelves have pointed it out 
to Planning Commission. But we say that the 7th Plan 
and its annual plans thow what expenditure can be incurred 
in the five year period, and during the year. So, for any 
organization to 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 ONGCj we have supported them, and taken up 
the matter with Planning Commission, and said that the 
annual plan only represented expenditure during that 
Plan. It does not represent the ll:'Pprovals which have to 
be giVe'll much earlier, so that the Plan itself provides. far 
expenditure on continuing schemes, and on new scheme.. 
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Both together fonn the total expenditure. If ONGC has to 
functi,on 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 hav~. 
~ken up this' PQint with Planning Commission." 

D. AllOcation of funds for Seventh Five Yea.,. Plan 

2.37 The following table shows the plan outlay for 7th Five Year 
Plan in respect of ONGC: 

Surveys . 

Bxploratory Drilling . 

Development DriUing 

Captial acquisi tion 

R&D Ir,titntcs 

Allocation new areiU . 

~ propo-
pO!ied 

in sub. 
group 
report 
(R.I. in 

crores) 

:t8o.,6 

33'4·37 

1675·9' 

9134.93 

21\0.00 

29:t3·0 9 

Recomm- Pina.n-
mended d.J app-

by the roVaJ 
planning br.. Goyt. 

Commi .. - (RI. In 
ion (RI. Ororea) 
in crorea) 

lI80.,6 280.,6 

2727·~ ,QJlog'4' 

'525. 86 1262·49 

6slJo·g6 4840 . 01 

230 •00 ,60.00 

750 .00 

---------------------------------------,-------------------
Projected achievements of 7th Plan as per working group report 

as 'well as those approved by the Government are as follows:-

.. ......, (party , .... ) . 391 39 1 39 1 

S L K: ('000) . '40 140 '40 

ExpIorat8ry DrlIIJDI; 

Rig,.ean 4'\9·86 380 .4 331 .87 

Met¢rAgf' ('000). 3°65·74 ~13'4 2098.g6 

J)eyel ..... DIiIIlDII 

Rig ycar~ 205.64 192 .6g 16,.86 

MeterRle ('000) :19)3·60 a,ul.6 lI'01I9· 08 
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lProdaetioa 
-Crude Oil (MMT) 146.4 143·64 138,39 
- Gas (Billion W) 58 .6:1 58 .69 $4·64-
LPG ('000 tonnes) Rtnl 2621 8621 

TeraaIaal Predactfoo : 
- Crude Oil (MMT) . 31.75 31.15 29. 00 

- Gas (Billion Mal 13·77 13·55 (1l.811 

-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 Gov~rnm.ent have finally alIa-
: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 crOre! 
and for that Govemme'llt 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. 17,609 
crores, which ",as 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 you 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 l'lght 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 10 quanti~y the total finanee 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 th~ production to 40 million tonnes provided addi-
tional investments are given to us." 
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2.39 The Committee 'p,ointed out that the Planning COmmission 
had agreed to give funds on yearly basis and there was possibility for 
ONGC to get Rs. 12,095 crores during the 7th Five Year Plan. Chair-
man, ONGC stated: 

"The point is that we cannot start action unless the money is 
allocated. ,,' " . 

2.40 The Commit~e fl.\rther ppinted out tbat ONGC could not 
utilise the allocated f~nds during 5th and 6th Five Year Plans and 
wanted to know whether that was the reason for curtailing the 7th 
~lloutlay of ONGC by Planning Commission. Chairman, ONGC 
stated as !ollowa:-

"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-
thine·" 

He added: 

"Tbey said (Planning Commission) they have resource con-
straints. They have to provide money to other secton 
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 exploratiort activity mUlt 
be 2Ccelerated 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 6y the Commission 
out of its own internal generated resources and how much would be 
financed by the Government. ONGC stated in a written rt'ply 811 

follows:-

"Total 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 flnanf..>ed 
directly by the Government," 

2.42 The Committee further enquired whether ONGC could' 
arrange the funM in case their plan outlay was approved at Rs. 12,096 
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crores or Rs. 17,609 crores. A representative of ONGC stated as 
follows: - .. , ..... " .... , 

"I have asked .a few bankellS the other day. The said, ONGC 
~an 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 foUows:-

"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 Cdllnot 
deal directly for financing wifil anybody. E.ven, if you 
want to purchase, you can make use of suppliers' credit, 
buyers' credit, EX!.M' Bank and commercial borrowings are 
also available in plenty today. If the G1Jvernment gives 
the green si«J1al, 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 ONGe 
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 Gal' 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 CommissiQJl Ul 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-



taking. Keeping in view the, overall resources and their 
deployment according to national priorities." 

,'2.45 Explaining the' position :regarding availability of funds for 
'ONGC during 7th FiVe Year 'Plan" Secretary, Ministry of Petroleum 
~nd Natural Gas also stated auring evidence as follows:-

<'For the 7th Plan, Its. 180,000 crores is provided for the entire 
public sector plans. All the sectors have to befitted in 
that. There is a sectoral priority as to whether I:l cut 
should :be on development programmes or oil exploration, 
power development, coal development Ort agriculture. It 
is a very large question involving national priorities." 

2.46 On being pointed out by the Committee that ONGC had 
'capabili.ty to raise the funds from domestic as well as foreign mar-
'kat, Secretary replied: 

"It is again dependent on the priorities given by the Planning 
Commission lor 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 borrows 
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 ~hatt if it is allowed 
to raise resources abroad, it is an additional burde,n 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 fdllows:-

~t is a fact that the ONGC Can raise resources to the tUDe of 
B.s. _,000 crores. That is why their approved pIal} O\1tlay 
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is Rs. 875~ c.rore~.. They c~ r.aise. m~t c# it ~ their 
irttetnal. resources." 

2.48 The Committee also want~d to know wbetner the reduced 
.;outlay would not have ad'\terse effect on the .productlonandexplo. 
. raUon programme of ONoo. sectetarfof th:e ~ stated:-

"We have pointed out to the Planning CommiS'Sion that asa 
result of a cut in tNt plan ou'ilay,'1Ihere 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 Seeretary 
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 Yeflr Plan initially envisaged at as. 3370 crores was increased to 
Its. 7143 crores in the mid-term review~ However, the total plan 
expt'ndHul'e of ONGC during the Sixth PI,.,'1l was as. 6206.61 crorcs 
against the sanctioned outlay of Rs. 7143 crol'es. Thus at the end 
of the plan period a large 81'Ul amounting to more than Rs. 900 
ct'ore'i remained llnutilised. This is to say the least a totally 
<undesh'abJe state of affairs. Wilen considered in the COIltext ·of the 
most elaborate drill through which a DepartmentlUndel1aking has 
to pass to get its plan allocations approved by the Planning Com-
mission, any non-utHisation of funds can only be indicative of poor 
-planning. This also reflects that our plA~ners have to appl'eciate 
that in certain fields like oil exploration things have to be planned 
much in adv~e and non-allocation of funds ill time cp.nnot bring 
uh~ut 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 plpluning 
nroeess ~md adequate monitoring of 111<'11 expenditure particularly 
in the context of long-tenn pl'Oject~. 

2.51 It is seen that the main reason for n"u-utilisation of funds 
duringtbe SIxth Plan was that apiDat a pl'OvisioD of 1k. 5184 ero.-, 
t"e actual expenditure o&l capitul account was only as. 384J. ~ 
The shortfalls in acquisitioll of c.apital items has ,been at~rnAlte4 to. 
delay in supply of equipment by Indigenous com.panies and "_pr0-
jects hav\'1lg been deferred or delayed due to pl'oced.urai eonstraints. 
Berth theae rea80al t'Iliie 'serious isSues whiek aeecl to he tackled 
.,.....tJy Ia order to o1wlaUl NeUll'8bce In future. 



-l2 

!.S2 With·. ",iew toeDeOUl'al'e the manufaeture of oil exploration 
and oil production equipment indigenOUsly, a Dumber of public 
undertakings such as BREI.., Mazago.u Docks Ltd. (MDL), Bum 
Standards Ltd., Hindustan Shipyard Ltd. (HSL) and Bharat Pumps 
and Compresaors Ltd. (BPCL) are enraged in the manufacture of 
equipment and machinery for ONGC. From the information made 
available to the Committee it is seen that there have been cf\usider-
able delays on the part of these pubUe undertakings in erxeeuting the 
contracts of ONGC. The perConnance 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 l\ud 48 months. In the case 
of MDL, delays hi deliveries of most of the items ranged betWc.-,c1l 
20 months llfld 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 perforDUJ,':lce and utilisation of plan outlay. The 
Committee nrc sure that there cannot be two opinions on the need 
for encouraging indigenisation in vital sectors of economy and thai 
the indigenous capacity created should be exploiteld to tbe maximum 
exte,'llt poss.ble. lIowever, 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 necessary approvals speedily ;l,ud ensure!!, 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 DOn-
compliance with the pre-determined delivery schedules. 

2.53 The primary idea bebi,ud 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 implementatio,u, 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. 

2.54 Beeid~ the question of delay in delivery schedules, the other 
imporfiir."Ilt aspect to be considered. ia ease of domeStic pl'OCUl'e'DleDt 
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is the question of priee to be paid for .indig~~. ~oduct..lt has 
been brouPt out by ONGC, tbat ;~ SODle uses the 'price paid for the 
indigenous products are more than 100 per cent of the'intematioDal 
price. The Committee wish that this is not wholly correct. At the 
same time it is a fact that under the existing price preference fer-
mula in respect of degrees of indigenisation, the difference of prices 
of foreig;'! st.q)pliers and the domestic suppliers can be as high as 3S 
per cent. This extra pa;vment for purchases from indigenous sup. 
pliers tnntamount, to giving them a 5ubsildy to meet the international 
competition and should lcgitimately be borne by the national ex-
chequer and not by a commercial orgp,uisation 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 ;,uternationally competitive. Tllc 
Committee would like that this matter may be taken up at the 
highest level for an early decision. 

2.55 AnothCl' 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 involved in getting clearance 
(~n the Governm(',nt. 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 feel that the present procdures in the Central' Gov-
m'nment for approv~ng projects need to be reviewed and streamlined. 
The Committee a~ of the view that the total time of 5 to 6 months 
being allowed for pm 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 Sinc~ delays in processing could contribute to slippages in 
project sehedules, the question to be considered is whether the Gov-
er;ument should examine each and every project. It bas been stated 
by ONGC that when an itn'cstment proposal of anything beyond 
Its. 10 crores is submitted, then the Planning Commission, BPE. 
Finance Ministry, Industry Ministry B~d other appraising agencW! 
get involved. Even if in DOne of tliese agencies may have uy worth· 
while contribution to make, the proposal will require· to be routed 
through different agencies as per the set procedure and at eadt stage 
some minimum time will be ,ueeded for clearance. It is interesting 
to note from the analysis of time taken by Government in clearing' 
various p~als of ONGC between 1980·81 and 1983-84, that the 
aetual time taken for elearance l'BDIed between 3 montm and Z yean 
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~nd 5 lU~uths .. ~larl)'~ i.n the. C8Ie .01. contract proposals mvolv-
... fGt'eip ex~, out of • prepalals submitted by ONGC, Gov-
ernment took from Z4 days to ~ daYS for giving their clearanee. 
II may be difticu1t. to al'Pol'tion Wame for the delay on any particulai' 
agency but the cumulative eJJect of a proposal undergoing scrutiny 
~ different le\rels is that there is avoidable delay in dearing a pro-
Ject. Thh only underlines the need lor streamlining the proeedures 
with a view to reduce the time taken in clearance. DelayS are taking 
place not· ~nJy at the M~nistry'$ level but then al'e ~l delays 
e'9'en in ONCe. As poi.nted out by the Secretary, Petroleum, if 
qUotations ap:e received by ONGC in October, 1985.fina1 orders 
thereon shopld not be held up tiD 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-
i,. .. g the projects, ONGC has made the following suggestions:-

(1) Once the Five Year/YearIy Plan allocations are approved. 
the Commission should be authorised to approve hoadividual 
projects. 

(2) The Commi,o;sioll shoulcl be ,'estcd with full powers to ap-
prove purchase proposals to avoid delays. 

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

Prima facie these suggestions appear reasonable..to tbe Commi.t-
tce and merit consideration. The Committee desire that the issues 
involved should he exanU."ed in depth and suitable changes 
wherever called for may be brought about to streamline the existiD4!' 
procedures. Since the points raised in these suggestions do not re-
late only to ONGC or the Ministry of Petroleum & Nntural Gas but 
also have implications for all other public sector undertakings and 
their administrative Min_tries, these need to be considered at the 
highest level of Government so that broad guidelines can be laid 
down for all. 

2.58 In this «\~text the Ministry of l~etroleum has expressed th~ 
view tha~ there is _und~btedl!" a pat case for l&q'et delegation 
of finandal po~ers, down tbe line. With i'efere~ee to ONGC it has 
been _pointed out that it has powers only upto Ba. 10 erores. Between 
ONGC and thC·GoYCtBGent there Is no other ministerial delegation 
of PO~(q"'. ~'s powers are thus also limitecl. Iii order to faci-
litate qulck deeWon.maki.,.· it hu been auaesUtd that the limit of 
Bs. 10 ~rores applicable to ONGC can 1Je raised to as. 20 el'01'efJ and 
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further the Ministry can also be delegated fiDaadal powers to 58JlC-

flon projects upto Bs. 50 uore.. Farther ·lfthe project is between 
Rs. 50 and 150, crores, it may be subjected to a eleBrimce by a Group 
{)f three &:eretaries, which may include the Planning Secretary, 
the Ixpendlture Sec~etary a.u~ the administrative secretary concern-
ed. Only other projects whIch arc thus beyond the pOwers of the 
three Secretaries should be considered for Govemnaent approval 
through the procedure of pre-pm and pm clearance. Even further 
refinements to such a proposal can be wor-ked out. The Committee 
cannot but ~omment that the refinements I.'!! the procedure for dele-
,ation of financial powers as suggested by ~e Ministry of Petroleum 
& Natural Gsa may be suitably plaM before the' C8billet immediate-
ly for arriving at an early decision. It is needlcss~o point out that 
any decision takt',,, in the matter should be made awlicable to all 
Departments/Ministries. 

2.59 The Committee note that against a total outlay of Rs. 176&9 
crores, which was recommended by the WorkiDg Group on 7th Five 
Year Plan, the Governmemt _ve finally allocated only Rs. 8752 
crores for the 7th Plan of ONGC. 'I'hc Plan~g 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 
Committee 81'e 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 ca~not be initiated unlcss the allocations for a year arc known 
well in adv811ce. 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 
carryon its planned activities. But the placing of limitatio~s of 
getting the approvals on year-to-year basis puts an avoidable curb 
on ONGC. The Committee are of tb~ view that keeping in view 
the import8~ce of petroleum prod'lds in tbe economic environments 
of the country, it has to .be rccopised that thtf petroleum is a key 
sector wbiQb we cannot atYord to overlook or underestimate. U 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 fands in so far as 
ONGC is cq~cerned and making their availability known sufficient-
ly in advance so that there is no impediment in pianning and execu-
tion of pr(ljects by ONGC. 
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2.60. The Secretary, MbUstry of' Petroleum deposea. before, the 
Committee that. for ONGC· project approvals have to be ~ven 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 purSue this matter and intimate the outc:ome thereof 
to the Commi*tee 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, t!Jere is a restriction imposed by the Finance Ministry 
under which 110 underiaking can deal directly with anybody for 
financing. The Committee desire (hat the matter may be taken up 
with the F'JJlance Ministry through the Ministry of Petroleum and 
ONGC should be allowed to raise necessary funds for financing it" 
pl",n projects. 
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Oil & Natural Gas Commission was set up as a 
statutory body under the ONGC Act, 1959. The 
composition, powers and functions of the Com-
mission have been specified in the Act. The 
Committee find that owing to certain pro\'isions in 
the Act, constraints have been experienced in the 
smooth and speedy commercial working of the 
Commission. The Committee on Public Under-
~akings which examined. the working of ONtiC 
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-statutory 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 ot 
s';.bordination to the Government Secretariat". 
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This Conunittee had also observed that hIt. 
(ONGC) has neither the status or a Commission.. 
Dortne iiexibility of a Corporation. Intact, 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 strueture, organisation and financing of 
ONGC in· the light of the recommendations made 
by ·thO!e Committees and that statutory changes.: 
that would be necessary to give greater autonomy 
to ONGC would be brought about when the 
Binentbnent of -ONGC Act was undertaken. The 
Committee have been infM'med that ~risiJlg 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 90me <:hange3 in the 
internal management of the Commission. How-
e\'1er,the basic problem of modifying the provi-
sions df the Act with a view to cohfer a greater 
degree of autonomy in its day-to-day functioning 
still persists. The Chairman, ONGC deposed be-
fore the Committee that within the exlsting 
framework of the Act the Commission did not 
h~ve 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 andertaldngs,ONGC made certain-
suggestions to the Government as far back as 
1983. A meeting was reportedly held on 15 J an-
uary, 1985 to discuss the suggestions for amend-
ments in the ONGC Act but no final decisinn 
eould be arrhT~d at. The Ministry have informed 
the Conunittee that fresh proposals for amend-· 
ment to ONGC Aet were 'furnished by ONGC iJl' 
January, 1985 and those were under considcratiorL. 

----------~-----------------
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The acts nauated above do not at all make a 
pleasant reading. ltis ind~d a matter of regret 
~t even after lapse of several years it has not 
been possible for the Government to bring for-
ward a comprehensive piece of legislation v.ith 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. 
'Dhey, however, feel that. since the efficient and 
smooth functioning of ONGC is of vital impor~ 
,tance for the country t'O 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 ONGe, 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 ~pproach 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.ofONGC Act, 1959, the question of reor-
ganisation of the structure lind working Qf 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 not found acceptable 
as stated by the Minister of Petroleum, Chemicals 
and Fertilizers in reply to .8. 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 a~tion 
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 decentralls-
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 reorganisation&l 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 weakne&-
ses in the system. According to Ministry it was 
found that the different functional GIOUps had 
not yet been able to organise themselves as Bus:t. 
ness Groups acting as cost and profit centrel'r 
and the ONGC had been functiOning essentially 
as a centralised unit with a (:ommon 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-action 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. 'l'he problem has become more comple~ 
after the enactment of.Forest (Conservation) Act, 
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Act 19~, under which,hesides the State Govern-
ments, prior clearance ot. Central Government is 
also needed for· acqUiri.ng land under resrved for-
.. It has ben stated that at the instance of the 
PetroleumMmistry .procedures fOr aquisition of 
land have been simplified to some e'lCtent. Much 
more, 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 problems be-
ing faced by ONGC in acquiring land for explo-
ration purposes .. In view of the peculiar difficult-
ies being faced by ONGCin acquiring land for 
exploration activities in Nagaland, the Com2nittel." 
would like theGovern~nt 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 fue Committee 
informed of the final outcome at an early date. 

5 2.50 The Committee find that ONGe'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 zro:tes 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 remllined unutUised. This is to say the 
least a totally undesirable state of affairs. When 

,;;'" cOnsidered in the context of the most elaborate 
drill thro~gh which a Department/Undertaking 
has to pass to get its plan allocations approved by 
the Planning Commission,· any non-utilisation of 

_._,----- ----. . ,------- ._-------_ ... - ,-
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fu~ds can only be indicative of poor planning. 
This also reflects that o~ 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 tim~ 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 fut4Je. 

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) , Bum 
Standards Ltd., Hindustan Shipyard Ltd. (HSL) 
and Bharat Pumps and Compressors Ltd. (BPCL) 
are engaged in the manufacture of equipment and 
machinery for ONG~. From the information 
made available to the Committee it is seen 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-
ni~ts supplied by SpeL, 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 montbsand 36 months of the ddivery sche-
dule. SimUarly 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 thE!ir plans, schedule performance and 
utilisation of plan outlay. The Committee Olre 
sure that there cannot be two opinions on the 
need for encouraging indigenisation in vital sec-
tors of economy and that the indigenol1s capacity 
created should be exploited to the maximum 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 s~he­
dules. For this purpose inter-ministerial moni-
toriqg 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 p,enalties 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 foreign 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 bas 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 indigenous pro-
duct. It has been brought out by ONGC, that in 
some cases the p,rice 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-
enee 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 rnat:-
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· 
anee of project proposals since these have to be 
seen by a number of Government agencies. The 
Committee feel that the present proceudres 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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being allowed for p~olearmce of projects should 
be further co~, and the project clearance 
should not take more than 2 to 3 months at the 
most. 

Since delays in processing could contdbute 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" 
:agen'Cies get involved. Even if none of these 
agencies may have any worthwhile contribution 
to make, the proposal will require to be routed 
through different agendes 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 Government in 
clearing various proposals of ONGC between 
1980-81 and 1983-84', that the actual time talten 
for clearance ranged between 3 month.OJ and 2 
years and 5 months. Similarly, in th(! case of 
contract proposals involving foreign eX'~hange, 
out of 6 proposals submitted by ONGe, Govem-
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 difterent 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 even in ONGC.As pointed out by the 
Secretary, PetroleUm, if quO-tations are received 
by ONGC in Ocf;Qber. 1~ final orders there-
on should not be held up till March, or April, 
1986. Thisemphaaiaes the need for simpUflcation 
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and tightening up .01 procedures at the tmdertak-
tng level also. 

With a view to getting over the problems 
in\1Olved in clearing the projects, ONGe has made 
the following suggestions:-

(1) Once the Five Year/Yearly Phm aUoes-
. tions are approved, the Commission 

should be authorised to approve indivi-
dual projects. 

-
(2) The Commission should be ve~f.ed with 

tull pow€'rs to approve purchase proposals 
to avoid delays. 

(3) The Commission should be mArie pn all-o-
cation of Rs. 200 crores from forei.1in ex-
'thange .. 

Prima facie these SU~Restions appear reasen-
able to the Committee and merit consideration. 
The Committee desire that the issues involvE'd 
should be examined in depth and suitR.bJe chan~­
es wherever called for mav be brought I\bout to 
streamline the existing prpcedures. Since the 
points raised in these suggestionc; do not relate 
onlv to ONnC or the Ministry of Petroleum &:: 

. Natural GIIS but also have implications for an 
other ""hUe sector undertakings and their R.c1~ 
Tt'linif;tratjue Ministries. th~ need to be ronsi-
dered at the hi~ht!st level of Government so that 
broad guidelines can be laid down for all. 

In this context the Ministry of Petrolr.um has 
expressed the view that there is undoubtedly:=! 
J;freat case for lar,!~er delegation of finan~j91 
powers. down the line. With ref':!rem'p to ONGe 
it has been fh"Jinied Ol1t that it hlle; I'l(lWerF only 
upto Rs. 1.0 ~rores. Between ONGC PTld the 
Go\"emm9nt there is no 'other ministerial d~le­
vlltion of power. Ministryts nowers are .thus 
~lso limited. In order to facilitate quicK; tieci-

~.-,-- -~ -- ... _ .. - .. -- ... 
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sion~making it has been suggested that the limit 
of Rs. 10 crores applicable to ONG~ ~an be 
raised to Rs. 20 cror~s and fur the t· the Min;stry 
can also be delegated financial powers to sanc-
tion projects upto Rs. 50 crores. Furthel' if the 
project is between Rs. 50 and 150 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 whi.:h are thus beyond the powers of 
the three Secretaries should be conRidered for 
Government approval througp 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 p!,oceduI'e for delegation. of. 
financial powers as suggested by the Ministry of 
Petroleum & Natural Gas may be suitably 
placed before the Cabinet immediately for alTiv~ 
ing ~lt an early decision. It is needless to point 
out th,n ally decision taken in the matter should 
be made applicable to all Departments/Minist.ries. 

, 
The Committee note that against a total outlay 

of Rs. 17609 crores, which was recommended by 
the Working Group on 7th Five iear Plan, the 
Government have finally' allocated only Rs. 
8752 erores 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 
sottof proviso" in as much. /lS. 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 ad-
vance. By telling ONGC that they 'could plan 

- - """-'~-'--" ----_._------- -... ,.--.-----,-,-.-.. -----~-.-.-~-----
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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 allocatiqn to 
carryon its planned activities. But the placing 
of limitations of getting the apProvals on year-

to year basis puts an avoidable curb on ONGC. 
The Committee are of the view that keeping in 
view the importan<:e 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 01 
this sector is realised there can be no justifica-
tion whatsoever in treating it on par with othel" 
sectors of economy. Hence. there is .,.eed 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 d~po~ed 
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 Co.romittee would 
like the Ministry of Petroleum to vigorously pur-
sue this matter and intimate the outcome thereof 
to 'the Committee in due cOJJ,rse. 

It was pleaded by Chairman, ONGC that ONGC 
could. on its own arrange enough funds for ita 
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 witli the Finance Ministry through 
the ~nistry of Petroleum and ONGC should be 
allowed to raise necessary funds for financing its 
plan projects. 

GMGIPMRNr>-:.LSii-718 LS' 2O::~iioo: . 
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