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Introduction to the Oil and Gas Industry
The oil and gas industry in India came into existence in 1889 when the first oil deposits were discovered near the town of Digboi
in Assam. This sector is very crucial for NOCs as they contribute a significant amount of theirs in the GDP. This sector is a global
powerhouse with hundreds and thousands of workers worldwide and creating hundreds of billions of dollars globally every year.
The most widely produced products in this sector are fuel oil and petrol. India’s oil processing business has a refining capacity of
23 refineries with 18 under the public sector, 3 under the private sector, and 2 in a joint venture. In the oil distribution business,
16,788 km of natural gas pipelines are functioning and about 14,239 km of gas pipelines are under the development phase.

Market Overview

Post the 2014 economic downturn, this sector retrieved the oil markets from depths. Since 2016, the oil prices have recovered
from USD 43 (Rs 2,839), reaching USD 67 (Rs 4,756) as per September 2018. The retrieval became possible due to numerous
factors. One of them is the accomplishment of the production constraint agreement between the OPEC and non-OPEC countries, which is in force since the commencement of mid-2017. The other factors which persuaded in the retrieval of oil and gas
markets are the current global demand growth estimated by the EIA and the limited oil coming to the market from challenged
producers.
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Trends in 2019- The fundamental command in the Oil and Gas Industry for 2019 is the supply of Oil and Gas. Many problems
are all set to influence the Oil and Gas supply, such as Qatar’s walkout from OPEC and the problems with Iran and Venezuela.
The second growing trend is Energy Policies, which include the rulings from the US Department of Energy and by other such
organizations. Energy Outlook is the third prevalent trend. In the previous years, the admission of gas influencers online, powerful journalism, and industry whitepapers gave a better and more rational, proficient analysis of what is currently going on and
future assumptions in this sector.
The oil and gas global supply chain comprises several exercises such as domestic and international transportation, import and
export facilitation, materials handling, visibility and control, ordering and inventory, and information technology. Every Supply
Chain in large sectors comprises administration, configuration, and continuous advancement of a successive set of actions that
includes numerous parties. The ambition of SCM is to provide optimum service to the customer at the minimum cost possible. .

Investments in the sector
This sector is playing a powerful role in the growth that the Indian economy is perceiving today. The Petroleum and Natural Gas
sector comprises the refining, marketing, and transportation of these products and adds about 15% to India’s GDP.
If we consider exports, the exports from Petroleum are maximum as per the total foreign currency collected and makes about
17% of the total exports. The Economic Affairs Committee, under the New Licensing Policy, gave 44 oil and gas blocks for research. Being an ever-growing sector, industry promises a great deal in investment opportunities.
Government Initiatives to Boost the sector
These different government initiatives undertaken in this sector are:
•

100% FDI is allowed in private refineries via the automatic route and up to 26% in government-owned ones.

•

100% FDI grant in cases of petroleum products, gas pipelines, exploration, and marketing or retail via the automatic route.

•

The Government has abolished the administered pricing policy.

•

New Exploration Licensing Policy has helped in encouraging further explorations for oil and -gas reserves in India.

Investment Opportunities:
The investments by public sector oil companies are going to be USD 11.33 billion to increase supplies and develop advanced
networks for the transportation of oil and gas. The guidelines of the government add to further expansion to foreign investment
in this sector.
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Gas- The power and fertilizer sectors in India lift the demand for gas in the country. They consume 66% of the total gas formed.
The need for gas is all set to rise in the coming years. Therefore, natural gas share in the overall share is estimated to grow from
8% to 20% by 2025.
Refining- India is emerging as a future refining center because the capital costs are less by 25–50% here when compared with
other Asian countries. India holds the fifth position in the department of refining. Its share is 3% of the total quantity globally
and is going to get better further by 45% over the coming five years.
Retail- A rise in the automobile market has led to increased investments for enlarging the petroleum sector. As per Keystone, a
US consultancy, the automobile industry is stabilized to rise up to 20 million by 2030. It makes India the 3rd-largest market for
automobiles worldwide. Therefore, the requirement for more petroleum and petroleum-based products is set to grow in the
coming years.
The bilateral trade target of USD 3 billion (Rs 21,397 crore) has been set by the two sides to be accomplished by 2025 and agreed
to take a number of measures towards this end, including expediting negotiations on a Trade Agreement between India and the
Eurasian Economic Union; examining non-tariff barriers existing on both sides and finalising a joint study which is underway to
enhance bilateral economic cooperation.

Major Players
Bharat Petroleum Corporation Limited (BPCL)
BPCL is an Indian Government-owned public sector oil and gas company with its headquarters in Mumbai. With a wide range
of products including Petroleum, Natural Gas, and other Petrochemicals, it is one of the leading Oil and Gas companies in India
and the world.
Chennai Petroleum Corp. Ltd
CPCL is a state-owned group company of the Indian Oil Corporation. It has its headquarters in Chennai. The company was
founded in the year 1965. It offers a broad range of products comprising Diesel, Kerosene, Petrochemicals, LPG, and Petrol.
Castrol India Ltd
Castrol India Limited is an automotive and industrial lubricant manufacturing company. Being the largest producer of the automotive and industrial lubricants in India, Castrol India has a share of about 48% in the entire lubricant market in India.
Hindustan Petroleum Corporation Limited (HPCL)
HPCL was founded in the year 1974 and is headquartered in Mumbai. Its huge product range consists of oil, natural gas, lubricants, petroleum, petrochemical, etc.
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Indian Oil Corporation
Indian Oil Corporation was founded in the year 1959 and is headquartered in New Delhi. It offers a wide range of products such
as fuels, lubricants, and petrochemicals. Along with its subsidiaries in countries like Mauritius, Sri Lanka, and the UAE, IndianOil
is exploring new business opportunities in the energy markets across Asia and Africa.
Reliance Petroleum Limited
Reliance Petroleum Limited was founded in the year 2008. It has its headquarters in Ahmedabad, Gujarat. It has a wide range
of segments including Refining, Oil and Gases, Petrochemicals, Organised Retail and others.
Shell India
Shell India is a subsidiary of Royal Dutch Shell. It incorporated with Bharat Petroleum Corporation Limited in the year 1993. It is
headquartered in Gurugram, Haryana. It offers a wide range of products in Engine Oil and Lubricants.
British Petroleum
The British Petroleum India is headquartered in Gurugram, Haryana. It offers services in refining, crude oil and natural gas,
petrochemicals, and hydrocarbons.

Road Ahead
India’s energy sector will be instrumental in providing avenues worth USD 150 million (Rs 1,067 crore) to USD 12 billion (Rs
85,283 crore) over the coming five years. According to the Investment Commission, the opportunities in the oil and gas sector
are expected to reach USD 40 billion (Rs 2,84,291 crore) by 2022.
The other reason why this sector can be beneficial is that crude oil coming from the Middle East region can efficiently be carried
to India. Moreover, India offers numerous profitable, refining technologies. So, given that the energy sector is never going to
slow down or lose its luster, the possibilities of growth are humongous in this sector.
Due to the continued prosperous economic growth, the energy demand of India is estimated to rise quicker than the energy
demand of all major economies. Therefore, India’s energy demand as a percentage of global energy demand is expected to grow
up to 11 percent in 2040 from 5.58 percent in 2017
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Conclusion
This industry is most crucial in terms of dollars and a global powerhouse using thousands of workers, generating billions of
dollars globally every year. The government has introduced rulings such as the NELP to allow companies to encourage private
sector participation and bid for exploration rights. The government has also cleared the basic customs duty on the import of
liquefied natural gas for power generation for up to two years and made oil and gas pipelines suitable for viability gap funding.
The sector must also lay greater emphasis on establishing midstream infrastructure, with definite attention on city gas distribution networks, and the development of strategic storage facilities as a shield against short term interruptions in fuel supply.

www.jpc.co.in

7

About JPC
Dear Valuable Client / Colleague,
In case you require any further detailed analysis on above mentioned content, please do get back to us and we shall be happy
to provide you the same.
With Best Regards,
Team JPC

About JPC
JPC is a professional services firm based in Noida- National Capital Region and New Delhi, India. We were established in the year
1974 with the aim to create value for our clients by delivering quality, comprehensive, timely, practical and innovative services.
We offer a comprehensive range of services, including taxation services, regulatory services, transaction advisory services, financial & management consultancy services, assurance & risk services, and outsourcing services. Over the past several decades,
we have established significant competitive presence in the country. Our vast and diversified client base includes Multinational
enterprises, domestic companies, high net worth individuals, government companies and institutions in all leading industry
verticals. We are a team of distinguished Chartered Accountants, Management Accountants, Corporate Financial Advisors and
Tax Consultants. Our team has the requisite skills and experience to provide complex business, financial, assurance, tax and
regulatory services to our clients. Our strength lies in our timely performance-based, industry-tailored and technology-enabled
services which are delivered by some of the most talented professionals in the country. For more information about JPC’s service offerings, visit www.jpc.co.in
In this document, “JPC” refers to J P Chawla & Co. LLP Chartered Accountants (a limited liability partnership firm regulated by
the Institute of Chartered Accountants of India, FRN : 001875N/ N500025).

Disclaimer:
This content is provided on the basis of secondary research only and J P Chawla & Co. LLP (JPC) does not make any representation
or warranty of any kind with respect to its contents. JPC specifically does not warrant or represent that any analysis or its content
are timely, complete or accurate. This document consists of content for knowledge purposes only and does not constitute an advertisement or opinion or copyright of any kind.
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