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White Paper 

 

Upstream Sector 

 

India is the fourth largest consumer of energy and due to their economic growth and the 

modernization, its need for energy supply is going to climb (BP, 2014). Some of the major 

challenges in Oil & Gas sector being faced by the government of India would be to meet the 

countries energy demand by securing affordable energy and attracting investments in its 

infrastructural development. The highly regulated fuel prices for consumers, fuel subsidies that 

are shouldered by the government and state-owned upstream companies, and inconsistent energy 

sector reform currently hinder energy project investment.  

 

Despite having huge coal reserves and steady growth in production of natural, still India is 

majorly depended on imported fossil fuels. The gap between India’s oil demand and supply is 

widening, as demand reached nearly 3.7 million barrels per day (bbl/d) in 2013 compared to less 

than 1 million bbl/d of total liquids production (BP, 2014). Considering the widening gap 

between supply and demand, there is a need for increased emphasis to be given to the 

exploration and production sector from the present emphasis laid on it. The need of the hour is to 

keep pace with technological advancements and applications and be at the technological 

forefront in the global exploration and production industry so as to benefit with maximum output 

from minimum reserves (Diligentia, 2014).  

 

India has nearly about 5.7 billion barrels of proved oil reserves and 1.4 Trillion Cubic Feet (TCF) 

of natural gas at the beginning of 2014 (BP, 2014). With Oil reserves covering about 44% in 

onshore, while 56% are offshore whereas the gas reserves are spread across 34% in onshore and 

66% in offshore. India’s relatively small land-based resource endowment showcases the need for 



companies require more upstream technical expertise to tap into offshore reserves, especially in 

technically challenging deep-water reserves. 

 

Issues and Challenges faced by E&P industry 

 

Some of the issues and challenges being faced by E&P industry was being discussed during the 

conference and they are 

Delay in rise in domestic gas price adversely impacting sentiments for upstream: The 

delay in rise in domestic gas price has adversely impacted the sentiments for Indian 

upstream sector. Besides, there are media reports that the GoI may moderate the formula 

to arrive at a lower gas price than anticipated earlier and thus, the gains could be 

relatively limited for domestic gas producers. Nevertheless, the hike will benefit domestic 

gas producers and will bring transparency for domestic gas prices.  

 

Distortionary Fiscal and E&P Policies: Unfriendly and unstable policies coupled with 

the bureaucratic handling of the contracts are one of the major challenges being faced by 

the upstream industry in India. The current contract administrative mechanism has made 

the companies to lose its faith in the sanctity of the contracts. The non-clarity on various 

terms and conditions also adds to the cause of the problems. 

 

Dependence on crude oil imports to remain high:  Nevertheless the increase in domestic 

production of Oil & Gas, dependence on import of crude oil is expected to remain high 

given the large demand–domestic supply gap and the growth in domestic consumption of 

petroleum products.  

 

Talent crunch in upstream sector: The lack of skilled personnel and manpower or main 

operations requiring high tech processes in the oil and gas industry is a challenge in most 

parts of the world especially in the upstream sector of the industry. According to the 

estimates, only 10% of students equipped with core skills are inclined to join the Oil & 

Gas sector and there is a mismatch between the skill requirement and the quality of 

supply. It is estimated that within next 5 years about 7% of the current workforce will 



leave the Oil & Gas sector in India (Talent Migration) and another 11%, which 

significantly reduces experienced talent in the country. 

 

Management and Information: Another major challenge faced by the industry is 

effective management practices and lack of information. The abysmal performance of the 

sector can be contributed by the absence of an upstream regulator along with the lack of 

geological data (Absence of centralized source of geological, geophysical and well 

related information on Indian basins which is easily accessible to all companies). Multi-

tiered governmental approvals on new projects, the frequency of NELP bidding round 

and the duration between the offer and the award are also the challenges of E&P 

companies in India. 

 

Uncertainty prevails over the timelines and terms of tenth NELP round launched in 

January 2014: The tenth round of New Exploration Licensing Policy (NELP) was 

proposed to be held with the proposed Uniform Licensing Policy (ULP) having “revenue 

sharing model” proposed by Rangarajan Committee. However, the committee headed by 

Dr. Vijay Kelkar, former finance secretary in its report dated January 2014 opposed the 

revenue sharing model and recommended continuing with existing PSC mechanism along 

with some modifications. Thus, the terms of tenth NELP round launched in January 2014 

are not yet firm.  

 

Strategies to be adopted by Government of India 

 

The strategies to be adopted by the government to overcome these challenges were also 

discussed during the discussion which are 

 

Governmental Policies: Government needs to set clear objectives that give priority to 

exploration & development and provide adequate safeguards to officers who are willing 

to take the probabilistic decisions to further these objectives. The E&P policy has to 

assure long term fiscal stability of the operators in the block government of India has to 

ensure the consistency of these policies. The government should also come up with 



common license for CBM and coal in CBM potential areas as well as common license for 

conventional & shale oil/gas. 

 

Upstream Regulator: Upstream requires a separate regulator, independent of the ministry 

who is empowered and statutory. The role of the ministry has to be limited to the 

formulation of the rules. The governmental decisions required to be taken during the 

course of exploration of hydrocarbons and monitoring of PSC should be decentralized 

and on certain issues regularly faced by the companies, decision processes could be 

specified. Better and quick decision making, consistency of policies, faster grievance 

redressal will ensure an investment friendly environment for E&P companies. 

 

Uniform Licensing policy: The government can introduce the Uniform Licensing policy 

will ensure exploration and production of all kinds of, “petroleum” and “natural gas” 

under one license in the awarded acreage. This proposed system is simple and transparent 

with easy-to-monitor parameters of production and price. It will enable Govt. to 

concentrate on monitoring of technical aspects for effective exploration and optimal 

exploitation of reservoir. The proposed changes will lead to simple and transparent 

administration with easy to monitor parameters of production and price. 

 

Availability of geological data: Some of the sedimentary basins in India still remain 

unexplored for hydrocarbons. Survey has to be carried out in this area by DGH and/or 

OIL/ONGC and the cost so incurred could be charged to bidders who wish to bid/quote 

for production of oil & gas as the credible data thus obtained will not be available to them 

if they were to undertake such studies required to make high investments in production 

from such an area. For enabling access to information, Government has initiated 

establishment of National Data Repository (NDR). But, there is a requirement of bringing 

in public domain, information related to seismic data, well data and production data of 

individual wells etc. 

 

Manpower development: The manpower crunch in India’s Oil & Gas industry is largely 

attributable to low levels of awareness about the industry. To overcome this challenge, 



industry awareness sessions have to be organized in schools and colleges. Upstream 

companies have to explore the option of opening up institutes to train people or to re-train 

the personnel through collaborations with petroleum universities. Industry-Academia 

interactions has to be initiated by the industry to ensure the graduates are readily 

deployable to the industry. 

 

Oil equity acquisition abroad: Acquiring energy assets abroad is the most sensible thing 

for E&P companies for attaining the technical competence and to meet the domestic 

demand. For achieving this, the following strategies has to be adopted by the government 

(suggested by CII) 

 Greater autonomy to Indian PSUs – creation of a core team and a well-defined 

strategy for timely decision and fund allocation to acquire energy assets overseas,  

 Sovereign energy fund for financial support to Indian companies – providing 

much needed confidence to compete in the global oil and gas asset market,  

 Domestic Joint Venture for overseas investments to create financial leverages 

required to successfully bid for overseas investments,  

 Promotion of private companies to enhance energy acquisition to expand India’s 

competitiveness in international arena,  

 Capacity building in resource rich countries by creation of a sound oil and gas 

infrastructure, and  

 Energy diplomacy through deepening political exchanges as well as economic & 

commercial linkages with energy surplus countries. 


