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enforcing the fundamental rights under
Part 1II of the Constitution. If I may
with respect, borrow the felicitous
language employed by Chief Justice
Patanjali  Shastri......that as regards
fundamental rights this Court has been
assigned the role of a Sentinel......The
anxiety of this Court not to whittle
down the amplitude of the fundamental
rights guaranteed has found expression
in several of its judgements.””

MR. CHAIRMAN : He may continuc
his speech during the next session,

SHRI TENNETI VISWANATHAM :
May I request the government to give me
some time daring next week ?

17.29 hrs.

HALF-AN-HOUR DISCUSSION RE:
PRODUCATION OF INDIAN
TOBACCO COMPANY BEYOND
INSTALLED CAPACITY

MR, CHAIRMAN : The House will
now take up the half an hour discussion.

SHRI JYOTIRMOY BASU (Diamond
Harbour) : Within the briel time at my
disposal I Fshall show how important it
{s for the Indian economy to stand on Its
own foot. I will also show how inthe
case of a single item of consumer goods
the monopoly giants cat away the Indian
consumers, the tobacco growing peasants,
the workers, the excheguer and the tax
collectors by showing the profit elsewhere
and make us losc foreign exchange by
export of raw materials which can be made
finished goods here by small Indian entre-
preneurs.

My main demand is, at the beginning
I must say, immediate thorough probe in
to the entire cigarctte industry; its Indian
and foreign monopolics, its ownership,
capital structure and family control or
coterie control; cost structure form the
point of view of the consumer; interest of
the tobacco growers; and the possibility of
export of [finished, goods. Finally, this
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whole industry needs to be pationalised at
once.

I am quoting the names of the produ-
cers from a reply given to starred question
No. 1671 dated the 13th May, 1969 in
which they gave ten names. They are:
Imperial Tobacco Co. Ltd., Calcutta (today
they have taken the garb of Indian Tobacco
Company); Vazir Sultan Tobacco Co.,
another interlocking subsidiary  sister
concern; Godfrey Phillips, Golden Tobacco
Co.; National Tobacco Co.; D. Macropolo;
Masters Tobacco; Crown  Tobacco;
Hyderabad Deccan Cigarette Factory and
International Tobacco Company.

The Golden Tobacco Company] is an
Indian family concern. [ am told it has
about Rs. 28 lakhs of capital. It is a
family monopoly. There are 14 persons
holding about Rs. 20 lakhs each. This
also has to be looked into because we can-
not encourage such family monopolies in~
this country. This is a purely Indian
company, still from the point of view
of discouraging monopoly we must look
into the matter.

Then I come to another giant combine.
This has the samc control, management
and cleverly done interlocking of owner-
ship. One is Indian Tobacco Company—
there is very little Indian in it-Vazir Sultan
Tobacco Company and Indian Leaf
Tobaceo Co. There cousins are  Molins,
Triveni Issues Jand India Foils—all
controlled by DBritish American Tobacco
Company Limited of United Kingdom,

SHRI K. NARAYANA RAO (Bobbiliy:
In the casc of Vazir Sultan Tobacco Com-
pany, tne Government of Andhra Pradesh
has shares init. How can you say that it
is controlled by the British ?

SHRI JYOTIRMOY BASU : Are you
a spokesman of Indian Leaf Tobacco
Company,

SHRI K. NARAYANA RAO: No.

SHRI JYOTIRMOY BASU : 1 come
to the composition. The Indian Licensing
Policy Inquiry Commiltee says at page 113
that the country of origin of the Imperial
Tobacco Company is UK and the holding
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company is Tobacco Manufacturers (India)
Limited. If I go further to page 121, I
find that in the case of Vazir Sultan
Tobacco Company, about which my hon,
friend there is very cloquent-1 admire him-
the pame of the holding company is
Raleigh Investment Company Limited and
the country of origin is UK, United
Kingdom.

Then, 1 will come to the size of one
unit, How much is it 7 [ am quoting from
the Prospectus of the said company:—

#'The Directors are of the opinion
that, subject to unforeseen circum-
stances, turnover for the current finan-
cial year ending 31st March 1970 should
exceed Rs. 140 crores and profits before
taxation should amount to approxima-
tely Rs. 7 crores.”

Add to that another Rs. 30 crores of Vazir
Sultan Company Limited, for, whom he
tried to wax cloguent.

SHRI SITARAM KESRI (Katihar) :
Sir, I have a point of order. There isno
quorum in the House. Unless quorum is
there in the House, how can the proceed-
ings go on ? ({arerruption)

MR. CHAIRMAN: If a Member
challenges guorum, the Chair is helpless...
(Interruption), But 1 did not expect a
Member belonging to the ruling party to
do it.

SHRI M. L. SONDHI (New Ddhi):
Misruling party,

SHRI SITARAM KESRI : There is no
quorum in the House......... (Interruption)

MR. CHAIRMAN : I did not expect
him to do that.

SHRI TENNETI VISWANATHAM
(Visakhapatnam) : Not only that, may I
say this........

SHRI S. KUNDU (Balasore) : May |
say that when such an important matter is
being discussed.........

MR, CHAIRMAN : The point is : you
should understand that once a Member
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has challenged the quorum, there is oo
scope for any discussion.

SHRI M. L. SONDHI The point
is: at what stage the disturbance is
created.

MR. CHAIRMAN :I am sorry. The
rules are very clear on the subject.

SHRI M.L. SONDHI : The moment
he raised the point which 1s of very great
interest to this House, an hon. Member, a
senior Member of this House.........

MR. CHAIRMAN : The quorum bell

will ring now.

The bell is bLeing rung......... Still, we
have not quorum. But what can the
Chair do? .....(/nteruption). Mr. Banerjee,
the hands of the Chair are tied. I can
again ring the bell. This is what the Chair
can do. 1 am asking the bell 1o be rung
once again. Yes, now there is quorum.
Shri Jyolirmoy Basu may continue - his
speech.

SHRI JYOTIRMOY BASJ : I have
already explained to you about the origin
of the company, about the size of the
company etc. The India Tobicco company
had an installed licensed capacity of 18,860,
miilions of cigarette production per annum.
On May 30, 1969, in answer 1o a question
the Minister said this. This is in reply to
Question No, 167]. He said that
licensed capacitics were: Indian Tobac o
Company 24,240 million and Vazir Sultan
Tobacco Company 8880 million. This figure
was again confirmed by the Minister in
reply to a  Question oo the 4th
August, 1970,

But, Sir, surprisingly, Mr. Dinesh Singh
in reply to a Questivn No. 216 dated the
10th  Nowember, 1970, quite recently,
mentioned that the capacities under he
Licensing  Provision 1969, of  these
companics were: India Tobacco Company
30,300 million picces per annum and
Yazir Sultan Tobacco Company 11,100
million pieces per year,

Sir, T have already suid before that the
installed licensed cupecity was at the tigure
of 18,860 millions, "Against that, whal
bappened 7
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This figure of Rs, 18,860 jumped up to
24,240 and then again it jumped up to
30,200 millions.

The Ministry of Industrial Development
and Internal Trade has wvery conveniently
given 25 per cent increase of substantial
expansion without the procurement of
licence to cover up the incrcased production
of the foreign companics beyond the
registered  licensed capacity. How the
capdcity stepped up and on  what justi-
fication, I hope. the hon. Minister will tell
us in his rep!y,

Thzn, what happened ? Alter the alleged
Pakistani aggression, on the 27th October,
1966, the Government of India exemtedp
schedulzd inJdustrial  undertakings from
licensing for the purpose of diversification
to produce new articles or articles for
which they were licensed. This liberalisation
was subject to the condition that the
capacity to proJduce new articles or the same
articles for which  they were licensed does
not exceed 25 percent of the existing
licensed or registered capacity by value.
On the 18th July, 1970. another Notification
No. IDRAJ2YB/T0/> was issued. I have got
a copy of the notification with me here. It
withdraws  the liberalisation and it
provides that the cxemption shall not
apply to any industrial unde-taking if the
undertaking is a foreign company or a
branch or a subsidiary ol a foreign
company, | have already established from
the documcats that both these are foreign
companies. Secondly, the exemption wouid
not apply to any un ertaking, il the total
asszts in lands buildings, plant and
machinery of the industrial underiaking do
not exceed Rs. S crores. | have already
shown in both these cases, the figure exceeds
Ru Scrores, that is, in the case of the India
Tobaco Co. and the Wazir Sulian
Tobacco Co.

In the report of the Industrial Licence
Policy Enguiry Committee, al page 113,
tne Imperial Tobacco Co. of India Ltd.
(now known as  the India Tobaco Co.
Lid., has been declared a< an Indian subsis
diary ol forcign company ot Tobacco
Manulacturers (India) Lid. UK with assets
of more than Rs. 34 crores, and at page
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“121y the Wazir Sultan Tobacco Co. has
been described as an Indian subsidiary of
a foreign company of Raleigh Investment
Co. Lid., UK, with assets of more than
Rs. 6 crores. Government must explain
categorically how they had allowed excess
production over and above the licensed
capacity. There are a few other things
that the House must know. This foreign
monopoly, the Imperial Tobacco and other
one, namely the Wazir Sultan’ Co. are
interlocking everywhere. This Indian Leaf
Tobacco Development Co,, ¢cne of the few,
has a paidup capital of Rs. 180 lakhs,
whilst in one year, in 1968, they made a
profit of Rs. 210 lakhs. The total wvalue of
its assots in India in 1966 was more than
Rs. 12 crores, which has touched Rs, 23
crores in 1969, which is an increase of
about 100 per cent in three years. They
have a monopoly and they always dictate
terms whenever they sell tobacco or buy
tobacco or sell cigarattes, They have
imposed the most regid terms on the help-
less tobacco peasant and placed limitations
and restrictions on the prices before they
market their products, to suit their
convenience,

India produces one of the best varieties
of tobacco and it has the third position in
the world growth. Although the Indian
Tobacco Co. had 25,000 workers in 1964,
it has been reduced to 19,000 only in
1970.

The profiteering could easily be guessed
from just one example, namely that a kilo
of fluecured Virginia tobacco is bought by
them at Rs. 9, whilst they sell a kilo of
tobacco for pipe-sinoking sold in pouches
at Rs, 120 per kilo inclusive of excsie duties.

If you ook at their prospectus, which
has been published very recently, you will
find that they expect a total turnover of
more than Rs. 170 crores fhis year, and in
their new share capital, our public sector
undertakings have also invested...

MR. CHAIRMAN : The hon. Member
should conclude now. This is a half-anhour
discussion.

SHRI JYOTIRMOY BASU : Kindly
given me two or three more minutes. Look
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at the rigmarole that we have had to pass
through,

The cigarette industry in India is
dominated by a powerful combine, British
American Tobacco Co. Ltd.,, London,
through therc associates, the Imperial
Tobacco Co, Ltd,, (now India Tobacco
Co. Ltd.,) and Wazir Sultan Tobacco Co.
Ltd, This combine B,A,T. with a net
work of some 150 factories controls the
cigarette industry in S5 countries, This is
an international monopoly concern, For
example, the Wazir Sultan Tobacco Co,
was purchased for Rs, 6 lakhs in 1930,
Today, it is earning Rs, 203 lakhs, and the
share of the forcign sharcholders is 67 per
cent, The profits went up by 50 per cent in
1969, while the production went down.

The Indian Leaf Tobacco Development
controls tobacco buying and selling,
Cigarette machinery is monopoly of
Molins of India while cigarette paper is
the monopoly of Tribeni Tissues. . ...

SHRI RANDHIR SINGH (Rohtak) :
He wants Indian tobacco or British
tobacco ? What doas he want 7 All  the
time, he is talking about tca and tobacco.

SHRIJYOTIRMOY BASU : He should
be sent for an IQ test. The India Tobacen
Co. Ltd, and the Vazir Sultan Tobacco
Co. are interconnected undertakings with
control of the common holding company,
the British American Tobacco Co. Ltd.,
London, a foreign monopoly controlling
70 per cent of the cigarette production
and marketing in India. The Indian Leaf
Tobacco Development Co.-Ltd., is a sistern
concern of the Indian Tobacco Co. and it
is a subsidiary of the British American
Tobacco Co. which is a hundred per cont
sterling company registered in UK, and it
has 80 per cent monopoly in the field of
tobacco purchase, sales and exports, The
history of the indigenous cigarette industry
is a tragic one, because due to the foreign
monopoly in the cigarette industry, 200
indigenous factories cigarette factories
have been wiped out.

MR. CHATRMAN ; The hon, Member
should conclude now:

SHRI. JYOTIRMOY BASU : Kindly
give me two or three more minutes.
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MR. CHAIRMAN : This is a half-an-
hour discussion. He should conclude now.

SHRI JYOTIRMOY BASU : 1s it
true that the profits of Vazir  Sulian
Tobacco Co. went up by 50 per cent or
Rs. 70 lakhs whereas  production went
down in  1968%as  compared  with  the
previous vear ? Less  production,  more
profit. Similarly. Indian Tobacco Com-
pany's profits went up by  Rs. 114 lakhs,
while its production weat down in 1969
as compared to 1968.

Isit a factthat ITC’s production went
up by 7 per cent whereas profit  went up
by 70 per centin 1969 as compared to
1967 7 As it also true that the
share of the forcign scctor in  the
cigarette production came down from 76
percent in 1957 to 68 per cent in
1964 but it has again gone up from 68 10
80 per cent in 1969 7 If so, 1 would like
Government to tell us how it happened.

Indian Tobacco's assets  have gone up
by Rs. 20 crores between 1960 and 1970
and has gone up by 100 per cent since
1955 standing at more than Rs. 45 crores
in 1970.

Choice tobacco is given to the sub-
sidiaries abroad and they are charged 2
lower value and their Indian sister concerns
are given tobhacco at higher prices so
that the balance sheet could be neutralised,
Foreign sister concerns get the best of
tobacco at lower prices and make a huge
profit in their own country, I can easily call
it as a kind of drain of foreign exchapge
in kind,

In India the value of tobacco charged
to the sister concerns, Imperial; Indian
Tobacco and Wazir Sultan, is shown in
such a way that thesc two latler companies
are not required to pay a higher income
tax.

The Indian Leafe Tobacco Company send
leaf tobacco without agmark. They have
their own grading for obvious reasons,
fidding with foreign exchange, After 60
years, they still have to use international
brands claiming foreign ownership.
They bave capitalised an amount of Rs.
4,90,34,487 which works out to a dividend
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paid out of about Rs. 65 lakhs every year,
for something which does not exist.

If somebody reads the brand on the
cigarette Ipacket, what is written there ?
Property of W, H. O. Wills of Bristol,
London’, On that pretext they have been
sending moneyv,

For one cigarette, say, Indian King,
the buyer has to pay 16P, 1 agree Govern-
ment gets an excisc of 8 or 9P, Dut as for
the balance, the wvalue of true tobacco
content in that cigarette is not more than
one paisa, So you are smoking nearly one
paisa-worth cigarette paying for it or 9P.
If the money goes to the exchequer, Tcan
understand it,

Then the poor peasant growing tobacco
has to dance to the tunc of the foreign
monopuolists. He gets only a fraction of a
fraction of the value,

I reiterate my demand for a thorough
probe :nto this immediately, Government
must nationalise the cigarette industry so
that the producers, consumers and the
exchequer could benefit out of it,
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. SHRI K. LAKKAPPA (Tumkur : My
friend Mr, Jyotirmoy Basu has picked up
only one company.
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SHRI JYOTIRMOY BASU : On a
a point of order, T had read out the
names of, not one, but ten companies; he
was not here,

SHRI K. LAKKAPPA : In answer to
a question, Shri M. R. Krishna stated that
the Government's declared policy was to
encourage the production of cigarattes in
Indian-owned firms and that Government
was also cncouraging the establisment of
companies which are 100 per cent Indian-
owned. 1 am putting a question, This
particular  India  Tobacco Company
and another rival Comnany which is
also creating a big lobby— these are all
controversial companies working in this
country with foreign capital und making
profits. All our moncy is going outside.
The[other thing he made clear was about
over - invoicing and  under - invoicing.
Many time it has been brought to the
notice of Parliment and also to the notice
of the Government, and no enquiry has
been held so far as that aspect is concerned.
So, [ would like to know whether the
Government is very serius about the need
that foreign-owned companies should be
dealt with very severely, and also whether
they will sce that the Indian shares are
increased in these companies in order to see
that these companies are Indianised com-
pletely. What are the programmes and
policies before the Government at present ?

SOME HON.MEMBERS rose—

MR.CHAIRMAN : The Minister. It
is already late. We will have another
opportunity.

THE DEPUTY MINISTER IN THE
MINISTRY OF IDUSTRIAL DEVELOP-
MENT AND INTERNAL TRADE (SHRI
M. R. KRISHANA) : Sir, the hon.
Member, Mr. Jyotirmoy Basu, who initiated
the discussion, was very, very vehement in
advoeating his arguments against certain
companies. If the House is aware—

SHRI JYOTIRMOY BASU: The
cigarette industry asa whole, T said-

SHRI M. R. KRISHNA : Justlike the
tea industry with which Shri Basu is very
well conversant, the cigarette industry also is
one of the ancient industries and if thero is
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a mon opoly in the cigarctte industry there
is no surprise. In 1888 perhaps, the selling
of cigarcties started in this country. From
1908, the manufacture started in this
country and even at that time, it was only a
Foreign Company which was operating in
this field, and the JLTD which was
originally known as the Imperial Tobacco
Company was operating in this ficld. They
were purchasing tabacco from this country
and exporting it to foreign countries and
making huge profits on that. Now, the
main point which my hon. fricnd Shri
Lakkappa—

SHRIJYOTIRMOY BASU : My point.

SHRI M. R, KRISHNA: I am coming to
your points, because there is nothing which
is hidden about the cigarette industry today
from this Parliament as well as from the
country. Therefore, evenif I am not in
a position to answer all the queries which
Shri Basu has raised, we attending to all
those things., The most important point
which every hon. Member made is about
the nationalisation and also investigation
into companies which have not been able
to stick to the licensing provisions, etc.
About this point regarding over-production
in some of the companies, it is truc that
not only the British-managed companies
like the VST but also the Indian-managed
companies have. (Interruption)—Please let
me have my say. Afterwards, if the Chair
permits, [ shall be prepared to answer for
any length of time any number of questions
These companies have take advantage of a
circular issued by the Ministry in which
they have said that the companies ecan
produce up to the licensing capacity and
they can also expand to the extent of 25
per cent of the licensed capacity., There,
one clarification was made which is very,
very pertinent and very important. As far
as the Indian companies are concerned,
they can expand this 25 per cent in any
form they like, and they can even diversify,
whereas in the case ol the foreign-contro-
lled companies, they will have to produce
25 per cent only in the same product. They
cannot diversify. Therefore, the hon,
Mamber—

SHRI JYOTIRMOY BASU : Your
circullar does not say that.

MR. CHAIRMAN : Order, pleasc.
Howis it possiblo to have a discussion in
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the House, if you are going to interrupt at
cvery stage. No, please.

SHRI JYOTIRMOY BASU: We
cannot believe this cock-and-bull story.

MR. CHAIRMAN : The House should
hear the EMinister. Let us listen (o the
Minister. This sort of running interruption
is not helpful. You can ask questions at
the end if you are not satisfied.

SHRIM. R. KRISHNA : My good
friend Mr. Basu—I may tell him that | am
not as unreasonable ;as he appears to be
this alternoon. If there is any information
which I am not giving to him at the
moment, and if there are any inco Ject
statements, | am prepared to  come before
the House and correct those statements, Mr,
Basu should not create this impression that
the Government of India is trying to shield
anybody or favour any foreign company.
Our main concern today is 10 reduce
forcign participation in thesc companies,
whether it is V.5.T. or L.T.C. When
V.5.T. has come forward for expansion,
this is the condition we prescribed, wiz.,
they will have to bring down their foreign
participation 1o a minority share. If in
a company which was 100 per cent British-
owned like ITC, if efforis are made 1o
reduce it to 49 per cent, it should be
appreciated. If the Housc wants to pass
a legislation nationalising everything, it is
a simple matter; it can be brought before
the House in one sentence and passed. But
it is not so simple as Mr. Basu thinks.
He has been dealing with the tea industry
and he knows what trouble Government
had to face in the tea industry.

Regarding repatriation of profit, in
three years' time there was a repatriation
of Rs. 3.5 crores. There is also export of
about Ks. 31 crores of tobacco from
this country by the same companies. The
quantum ol repatriation may be high
today but it is our sincere effort to bring
it down.

Mr. Kesri asked about V,5.T. whether
the Government of Andhra Pradesh have
nsked for expansion. They have not only
asked for cxpansion, bul itis also likely
that the State Government might increase
its shar¢ capital in V.S.T., which is now
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about 8 to 9 per cent of the capital
investment.

SHRI K. LAKKAPPA : What steps
are you taking 1o increase Indian share?

SHRI M. R. KRISHNA : This is an
exercise which has to bc done by the
Government in order to 1ncreasc the
Indian participation in thcse companies.
It automatically means expansion, Other-
wise, you cannot allow any Indian
participation to get into it. We are trying
to cocourage Indian participation and
minimise foreign participation in these
companies. There are certain companies
which stood a lot of competition from
some British companies. Golden Tobacco,
for instance, has increased by leaps and
bounds and it deserves credit. Today, as
Mr. Basu said, we should not allow any
one individual family concern to havec a
monopoly of anything. As I said our
policy is, if they are 100 per cent Indian
companies, we would like to give all
encouragement to them. 25 per cent diver-
sification is allowed to Indian companies.
But in the case of foreign companies,
we have put a restriction that they can
expand only in the same production.

SHRI BENI SHANKAR SHARMA :
Are you getting the manufacturing costs
investigated in this indusiry as in other
industries ?

SHRIM. R. KRISHNA : That isan
importiant matter. At this moment I would
not be able to give the information. But
1 will surcly supply it to the hon,
Member. We have asked for information
on various things from these companies
and they will have 1o provide
the answars to ihem. We do not want
anything to be hiddan from this House. As
far as possible, we will have to get all the
information and take remedial steps where
necessary.

Today the production of both forcign
controlled and Indian companies has
exceeded the production limits, They are
operating within the 23 per cent limit. If
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we find that any company has violated this
licensing provision, we will have to deal
with that company under the Act.

SHR1 JYOTIRMOY BASU : Has this
company violated it and, if so, have the
governmecot taken any action 7

SHRI M. R. KRISHNA : So far we
bave not got any indication to prove
that this company has violated it. As 1
have said, all the companics have taken
advantage of that circular and they have
expanded their production by 25 per cent
of the licensed capacity

SHRI S. KUNDU : Why this
mysterious and mischievous eircular by
which you keep one-fourth of the produc-
tion open ?

SHRI M. R, KRISANA : These is no
mystery about the circular. Shri Basu was
referring to one circular, He has not scen
the other circular which was issued on the
very same day.

In order to allow other units to come
into this field we have already licensed two
units and we have given letter of intent to
four units. Our object is to see that more
smaller vnits come into the field, and we
would like to give them all the encourage-
ment so that we can curb the foreign
monopoly. We have taken steps to sce that
Indian participation has increased in some
of the existing companies in which right
from the beginning the forcign participa-
tion happenced to be greater. There is no
denying the fact that in the earlier years
repatriation was going on on a large scale.
Now efforts are being made to curb that,
the result: of which the hon. Member will
see in cousse of time.

SHRI JYOTIRMOY BASU : 1 have
known Shri Krishna to be quite a truthful
man outside thc House. He had stated that
these companies were allowed to produce
25 per cent more than their capacity. But
there were two conditions. One condition
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was that companies whose total wealth was
more than Rs. 5 crores or 6 crores would
not be allowed to increase production.
Both companies have assets worth much

more than that limit. How do you explain
that ?

SHRI M. R. KRISHNA : As I have
said ecarlier, all the facts are before the
House and before the hon. Members. If
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Shri Basu asks for information which Is not
in his possession, then I am prepared to
suppiy it to him. Because; there is nothing
which we want to conceal.

18.20 hrs.

The Lok Sabha then adjournad rill
Eleven of the Clock on Monday, December
14, 1970] Agrakayana 23, 1892 (Saka)



