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MR. CHAIRMAN: We will now take
up the half-an-hour discussion.

SHRI JYOTIRMOY BOSU (Diamond
Harbour): Sir, on a point of order. I
want to submit something on the BAC
Report presented just now.

MR. CHAIRMAN: Not now. We will
take up the next item,

17.33 hrs.
HALF-AN-HOUR DISCUSSION

SCRAPPING OF AGREEMENT WITH FOREIGN
O1L COMPAINIES

SHRI JYOTIRMOY BOSU (Diamond
Harbour): Sir, T will just now say why
the agreement should be scrapped, why
the business of the foreign private oil
tycoons ghould be nationalised and what
is the class character of the government
and then I will try to substantiate my
argument.

There has been fantastic increase in
production even without the permission
of the government. They do not think
it even necessary to seekh the permission
of the government. I would like to
know what comments Shri Gokhale has
got to make on this point. Here is &
report of the Estimates Committee for
1967 which says:

“The original and existing capacity
of the above coastal refineries in the
private sector is given below:

(million tonnes)

Original Present

capacity  cApacity
(1967
Burmah Shell Refine-
ry, Bombay. . 150 375
ESSO Refinery. Bom-
bay. . N f 092 250
Caltex  Refinerv.
Vishakhapatnam. 0° 50 1'45
S —  ———
292 7-80
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It will be seen that the rated capacity
of the above three Refinerios has been
increased by more than 2} times over the
years.

Then, it says:

“The Committee learn with con-
cern that expansion of the refineries in
the private sector was carried out
without the approval of Government
inasmuch as Government's permission
was not sought for capital investment
for this purpose. The Committee are
doubtful that the capacity of the re-
fineries can be increased to about two
times with minor modifications and
improvements only unless the addi-
tional capacity was contemplated and
built into the original plant and equip-
ment itself.”

An agreement with private foreign oil
companies is nothing but an agreement
of slavery.

I would read out from the same PEsti-
mates Committee Report which says:

“There are three agreements with
foreign il companies, namely, agree-
ment dated 30th November, 1951 with
Standard Vacuum Oil Company (now
Esso Standard  Eastern Inc.), agree-
ment dated 15th December, 1951 with
Anglo-Saxon Petroleum Company Ltd.,
and Burmah Oil Company Ltd. (Bur-
mah-Shell  Refinery) and agreement
dated 28th March, 1953 with Caltex
(India) Ltd., “(Caltex Refinery). Under
these agreements and the revisions sub-
sequently agreed upon, the following
capacities were licensed....”

The figures are given here. Further, it
says:

“Besides the above the respective

agreements contained the assurances
that for a period of 25 years from the
commencement of full-scale refimery
operations, the same shall not be ac-
quired mor its operation taken over by
the Goveriment and, if it is acquired
thereafter a reasonable compensation
shafl be paid...."
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Eveén after 25 years, they have not
been touched.

“An assurance was also given that
in the matter of taxation the Indian
company will not be treated less fa-
wvourably than if 1t would have been
operatng m India as a subsibary of
the parent foreign company "

Can you think of any such thing that
they allow a foreign tycoon to come and
dictate the terms?

Again, it says:

“Among the various assurances and
concessions granted to the oil com-
pamies, the following two are very
important —

(1) Rights of the o1l companies
regarding 1mport of crude o1, and

(1) Pncng of the petroleum
products on the basis of impart
parity "

Then, 1t says:

“The Oil companies have been given
the freedom to make arrangements for
importing crude o:l from sources of
supply of ther own selection subject
to the obligation to use under certain
conditions crude oil produced in India
Assurance has been given to the com-
panies for release of foreign exchange
as required for the purpose of import-
ing crude oil”

What sort o. an agreement is this, 1
cannot say Unleas thys Government has
completely surrendered itself at the feet
of a foreign private sector oil tycoon,
this sort of agreement could not have
been agreed upon What is the outcome
is dangerous. K says:

“Another stipulation that was made
was that they wonld be allowed to
bring in crude from their own sources.
Thyg 1s a very important consideration
with the refinery companies. They are
more or less subsidiaries of other big
ol compames in the world, There
are eight big international ol com-
panes-~one of them is the British
Petroleum Company and angther is the
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Royal Dutch Shell Company. This is

partly owned by the Dutch and partly
owned by the British...."

This is the position. They have com-
pletely surrendered to foreign monopoly
1nterests.

The most serious thing s the volume
of remittances and hcad-office expenses in
respect of these Onl Companies. In reply
to Unstarred Question No 3026 dated
Sth December, 1972, they have given the
figures The figures are i thousand
rupees M/s Burmah-Shell Ol Storage
and Distnbuting Co of India—remittances
dunng 1969, 1970 and 1971 are Rs
561,00; Rs 860.00 and Rs 150,41 res-
pectively and head-office expenses during
1969, 1970 and 1971 are Rs 25,33;
Rs 23,52 and Rs. 25,33 respectively It
15 increasing So is the case with M/s
Burmah-Shell Refineries Ltd, M/s Caltex
India Ltd, M/ Caltex O1l Refining India
Lid., M|s Esso Eastern Inc and M|s Esso
Standard Refimng Co of India All these
figures show that they have been dram-
ing out an enormous amount of money
out of this country.

Then, it says.

“The Working Group on Oil Prices
in therr Report (1965) have observed
that the total “amounts paid in dollar/
Sterling by the different companies dur-
ing the five years from 1960 to 1964
towards the cost of their New York/
London offices were as follows:—

“Year Total (in million rupees)

1960 . = 11449

1961 11 858

1962 B 9-297

1961 9Q-212

1964 . N 10 734"
That is the position, There has been &
great plunder gowng on, and the Govern-
ment has been a silent spectator to it
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The Estimates Committee have ob-
served:

“The Committee regret to observe
that in spite of the recommendations
made by the Oil Prices Enquiry Com-
mittee in 1961 and the Working Group
on Oil Prices in 1965, heavy pay-
ments, amounting to approximately
Re. 1.6 crores are being made annually
to their overseas offices by the various
eil companies on account of services
rendered. The payments made by
the Burmah Shell and ESSO on this
account are very heavy. The Com-
mittee see no justification for the pay-
ment of such heavy expenses, They
are not convinced that such heavy
payments are covered by the agree-
ments concluded with these refineries.
The Committee recommend that Gov-
crnment should take effective measures
1o drastically reduce payments on this
account which would result in saving
of foreign exchange considerably.”

As far as I know, nothing was done,
and nothing will be done as long as this
Government remains in power,

Regarding prices of crude, let us see
how they have imcreased. The increase
by the oil-producing and exporting coun-

MR. CHAIRMAN: Please do not go
into details, and try to conclude.

SHR1 JYOTIRMOY BOSU: These are
the facts. I will take a little more time.

“The increases that have taken place
as a direct result of the concerted
action taken by the OPEC and other-
wise are summarised below:

Dute Cents/bbl,
Novembe: 1970 7
Fabyusy 1971 . a7
Jone spmr |, 6
Jaly ro7: , 5
January 1972 | 3 n7

ToraL | 567 cents/bbl™

That is the position,
mittee on Public Undertakings have very
rightly pointed out: ,

<rease from 18.46 million
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Then it says:

“Between them the three foreign oil
companies are currently importing 7.7
million tonnes of crude oil each year.
This is equal to a little over 56 million
barrels of crude oil per annum. An
increase in the crude oil price by every
cent, therefore, results in additional
foreign exchange outgo of $ 5,62,000."

Then it says:

“Our requirement of crude oil for
1970 was 18.46 million tonnes, Sources
of supply were ONGC 3,63 million
tonnes, Oil India 3.07 million tonnes,
Assam Oil Company 0.11 million
tonnes, making a total of 6.81 million
tonnes. The estimated requirements of
crude oil for the coming years are as
follows:—

1971 . 20 million tonnes.
1972 . . 20°*9 million tonnes
1972 . 243 million tonnes
1974 s 26- 5 million tonnes.

“We can go beyond these dates also
for projection. But I think it would be
advisable at this stage to restrict the
projections upto the end of the Fourth
Plan. Against these requirement, the
indigenous production will be like
this:—

1971 . . 7+15 million tonnes
1972 . . 7+80 million tonnes.
1073 . . 7+80 mlliion ton

1974 . . 8-80 million tonnes.
“The degree of self-sufficiency that
we shall attain would be:

1971 ) . 35-7 per cent.
1972 . . 37+3percent.
1973 . . 32+1 percent.

974 . . 332 percent”

Sir. The Comr

“The Committes note that while the
requirements of crude oil would in-
tonnes iw
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1970 to 26.50 million tonnes in 1974

the degree of self-sufficiency in terms

of indigenous production as compared

to import would decrease from 36.9

per cent in 1970 to 33.2 per cent in

1974 For filling up the gap, the Com-

mittee note, the country is dependent

on major international oil compamies,
whose role in this regard has not always
been in the best interests of the coun-
try. The Government 15 often faced
with a tug of war for fixing price of
the crude ail to be imported; in fact
the prices of crude have been sought

10 be revised upwards no lesy than four

tuumes by these Oil Companies since

December, 1970 The import bl in

terms of foreign exchange is estimated

to increase from Rs. 94 crores n

1969-70 to over Rs. 186 crores m

1974-75  The Committee also note

that duning the first three years of the

Fourth Plan, there hag hardly been

any increase in the production of crude

o1l which has been at around 3 6 million

tonnes from the oil-fields of Onl and

Natural Gas Commission”

Sir, the Mimster {3 bragging that
nationalisation

MR CHAIRMAN- Please do not use
such language. You withdraw that word.

SHRI JYOTIRMOY BOSU 1 with-
draw 1t and substitute it by saying that the
Minister is beating his own drums by
saymng high-sounding hollow things,

The Petroleum and Chemicals Minister
said in the Rajya Sabha that the question
of nationalising the three foreign oil com-
panies was still open. This was on 14th
November 1972. This is nothing but a
hollow statement That means nothing at
all The remittances vis-a-vis the capital

of the o0il companies in the year 1962
Wasi--
Birmah Shell,. .,  Rs,39°99 crores.
BSSO , . , Rs.307 ,,
Asgam Oil Co. . Rs 1°8% "
Irdo-B 'rmah Pe'ro-

lenm Cn, . Rs. 0'03
Cal™sx e . Rs 1776

TOTAL Rs. 90-60
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MR. CHAIRMAN: Now. please con-
clude

SHRI JYOTIRMOY BOSU: So, the
total foreign investment in the petroleum
industry is of the order of Rs. 210 crores,
and the game of joint sector 1s highly pro-
pagated. It 13 said that under the new
o1l pohcy, which 1s on the anvil, the emer-
gence of a jomnt sector 1n the oil industry
1s regarded a8 a certanty, ‘The State-
owned Onl and Natural Gas Commission
has not discovered any new otl field during
the last five or six years. In spite of that
you go on beating your drum,

There was a techno-economic study con-
ducted by a Soviet team of experts. They
made a techno-cconomic feasibility study of
India's o1] reserves and it has virtually
ruled out the posstbility of the country
being self-sufficient in oil m the foreseeable
future The team which came to India 1n
August 1970 and submitted its findings
sometime ago, has held that the country
can at best hope to establish crude reserves
of the magmtude of 64 mullion tonnes by
1980 This means an annual production of
about 13 milhion tonnes at g ttme when
the country's consumption of crude petro-
leum would be of the order of 50 mullion
tonnes annually. The production relates
only to the O1l and Natural Gas Com-
mission.

I do not want to take more time of the
House 1 only want to say that these
foreign o1l companies are even allowed to
make profit out of our own Indian Oil
Company's products. Such 1s the arrange-
ment with the foreign oil companies,

1 want to say that this Government is-
neither capable of looking after the inte-
rests of the country nor its economic inte-
rests and they have surrendered because of
the hon. Munister's surrender at the feet
of the foreign oil monopoly companies.
If they do not scrap the mgreement, they
will completely mortgage this country to
the foreign oil monopolists,,

Let the Minister reply to the points F
have raised.
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*SHRI M. KATHAMUTHU (Nagapatti-
nam): Mr, Cheirman, Sir, in reply to a
question on 5th December, 1972, the hon.
Minister stated that certain offers of three
foreigy oif companics, which were rectived
by Gowermment, were under the conside-
Tation of Goveramént. On 19th Novem-
ber, 1971 the thgn Misister for Petroleum
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and Chemicals, Shri P. C. Sethi, said that
the foreign oil company agreements would
not stand in the way of nationalisation of
the foreign oil companies. From the pre-
sent indications, it appears that the jouwut
sector idea is being thought of. 1 am
afraid this is a very dangerous trend

MR. CHAIRMAN: Please do not make
a speech; put a question.

SHRI M. KATHAMUTHU: I am
coming to the question. In 14 years the
foreign oil companies with a paid-up capi-
tal of just Rs. 22 crores have earned a
profit of 1048 crores of rupees. I would
like to know from the Government whether
they would allow the foreign oil companies
to go on making such huge profits. I would
also like to ask whether the Government
were not aware of the fact that these
foreign oil companies are smuggling their
reserves from out of our country in a
clandestine manner.

Sir, the foreign o1l companies raised the
prices of oil in 1970 and 1971 and the
Government agreed to the rise. But in
1972 when they wanted to raise the price
of oil, Government objected to the rise.
The foreign oil companies in a challeng-
ing mood started retaliating against the
authority of Government. Sir, they stood
in the way of our public sector refinery
companies getting crude from Iraq. Not
only that; these companies engaged them-
selves in sabotage activities when our
country was facing a war in 1965 and
1971,

MR. CHAIRMAN: You have already
put two questions; please put the third
question if you like.

SHRI M. KATHAMUTHU: Finally,
Sir, I would like to ask whether the Gov-
ernment are aware of the dangerous impli-
cations of the joint sector idea and why
Government are not scripping the agree-
meats with the forsign ofl companies and
pationalising these companies.

*The arginal speech was deliversd in Tamil.
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SHRI S. M. BANERJEE (Kanpur):
How long is the Government going to
pursue this policy of appeasement with the
foreign monopoly cil companies and oil
cartels? 1s it a fact that they are using
double-barclled gun, one bullet aiming at
the chest of the Government with a view
to increase the prices, and the other at the
consumers, and loot the people of the
country, 1o repatriate the profits to their
own countries abroad? When is the Gov-
ernment going to make a final decision
regarding the nationalisation of the oil
‘companies?

SHRI K. BALADHANDAYUTHAM
(Coimbatore): My questions are these:

(1) 17 the Government aware that
these companies are now trying to slacken
production and to block our imports from
abroad of crude from -Iraq and other
countries?

(2) Is the Government aware of the
sabotage in supplies indulged in by these
companies during the two emergencies in
1965 and 19717

(3) Is it mot a fact that this offer is
only a way of their perpetuating their own
exploitation? ‘When is the Government
going to scrap the agreement and nationa-
lise all these oil companies?

THE MINISTER OF LAW AND JUS-
TICE AND PETROLEUM AND CHE-
MICALS (SHRI H. R. GOKHALE): 1

the discussion for highlighting the attention
of this House and, through this debate, of
the whole coumtry, on a question which
undoubtedly is of wital importance.

Scrapptng ‘of  DECEMBER 18;
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did make the pesition clear as to where the -
whole thing stands at the moment. The
answer wal: - . HIRE
“The offers received from ESSO asd
Burma Shell for majority-equity partici-
pation by Government in their refinery
and marketing operations. ..."

Now comes the more important - thing,
namely:—

“....in replacement. of the existing
refinery agreements”.

Then, the answer proceeded further to
say:

", .. ovis-gvia-vis other alternatives
available to Government are under de-
tailed scrutiny and consideration.”.

This arose because the Essos offer, to
which all hon. Members have practically
referred in this debate, came as recently
some time in October. It was for the first
time that in the offer itself, if any one of
the two alternatives which they had made
was accepted by Government, the inevitable
consequence was that the refinery agroe-
ments would be scrapped. Therefore,
there are ways and ways of scrapping the

unilaterally, at the same time keeping in
mind the fact that these are agreements
and as such they have validity in law or
you can scrap them or have thein removed
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be scrappéd, meaning thereby that the
present rather objectiopablo—here, 1 must
agree with the hon, Member that it is an
objectionable and somewhat distasteful
provision in the agreement whereby they
are entitled to bring in their own crude
through their own source—this provision
will also go; they have agreed that in the
event of an arrangement being arrived at,
this will also go. -

1 do agree that it is very- bad that at
that time the agreement provided that there
would be no pationalisation for 25 years.
I do agree that it did provide for the clause
which I said is an onerous and very dis-
tastefu] clause. I have said so many times
before in Parliament that they will be
entitled under this clause to mport their
own crude through their own sources.

SHRI JYOTIRMOY BOSU: How did
Government sign such an agreement?

SHRI H. R. GOKHALE: The circums-
tances in which the agreement had been
signed also cannot be lost sight of. They
were signed many years ago. As I said,
the first of these agreements wilt come to
an end in 1979, But I know that we are
not in that position where we shall say
that we shall wait till 1979. There is one
point on which there is unanimity of opi-
nion and that is this that we have to devise
a method for seeing that the Government
acquires adequate and effective comtrol on
ghe operations of these oil companies, both
in the marketing and in the refinery fields.

Hon. Members will also be happy to
know that in the course of what has bean
achieved in al] these years, we are already
controlling to the extent of 60 per cent
:MWMmmﬁyhthm-

SHRI JYOTIRMOY BOSU: They have
doubled their donations to the party
funds.
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As 1 was saying, we are controlling

nearly 60 per cent or so of refinery capa-
city of these companies.

18 hre

Therefore, all that I can say today is
that Government have, in pursuance of
the decision to which I have referred ear-
lier, set up a machinery for eliciting infor-
mation for purpose of ascertaining data and
facts which if gathered would help us to
come to a positive conclusion as to which
of the three alternatives is the best. This
is in spite of the fact that that sentence is
not very much liked by Shri Jyotirmoy
Bosu. I would again point out that the
alternative of nationalisation 15 mot ruled
out. We want to find out what is the
best method of doing this. This can be
determined only after ‘ascertaining the
facts from the various companies.

The whole object is to discuss for the
purpose of obtaining full details of the
assets, reserves, liabilities and so on to
arrive at a realistic evaluation,

SHRI S. M. BANERJEE: Are not these
details available with Government?

SHRI H. R. GOKHALE: There is a lot
of diffesence between ascertaining facts by
discussion and relaying merely on the pub-
lished balance sheets and profit and loss
agcounts. The hon. Member has enough
experience to know that there is much
hidden behind these documents which have
to be found out; we should not blindly
accept what is stated in these documents
of a company. If Government were to
rely only on these documents, they would
be charged with accepting these figures as
gospal truth. That is precisely what Gov-
ernment do not want to do. Government
have to verify whether theae facty and
figures available in their published state-
ments are correct or not, or to what exteut
they are correct or incorrect, and what is
the actuak real position so that we can
make up our mind.

1 also agree that the various companies
have been operating at higher than the
licensed capacity levels. _

SHR1 JYOTIRMOY BOSU: 2} times.
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SHRI H R GOKHALE 1 do not want
10 go 1nto the figures, but broadly I accept
the suggestion that they have been opera.-
ing at a level higher than the licensed capa-
cities 1 do not agree with the figure he
raentioned, given tume, I would have given
all the figures

SHRI JYOTIRMOY BOSU What ac
tion have you taken against them? Why
did you not prosecute the oil companies
for exceeding their licensed capacities?

SHRI H R GOKHALE We have 10

et our demand for products 1o this
ountry That this demand has been m
creasing from year to yuar 15 a fact whicn
our owa refinng capacity and to see that
cannot be disputed We have to build up
all our product demands are met by refin
a2~ m our own refineries Till then we
have . o alternatives, either to stop tue
extra refining they are doing which we Lin
in law or import products whicn 15 more
expensive and not in the interest of tae
country Therefore all these factors have
fo be taken mnto account by Government 1n
4 pragmatic manner Not that we ke that
they have excecded licensed capucity, w-
ce.amly do not hhe 1t But tne faut
remawns that we have not amended thur
licences in spite of the fact that they have
been operating at higher levels We have
objected to 1t on occasions But when we
deal with a situation where the need for
meeting the demand for products m ti=
<country 1s urgent, we cannot go merely by
the letter of the law but have to take
account of facts

SHRI JYOTIRMOY BOSU On a pont
of order You have surrenderd to the oul
companies who gave a crote of rupees to

our election fund

SHRI H R GOKHALE There 5 ro
use saying these thungs, though I know

MGIPND--M—=001/L §
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that his whole object was to say these
things |

SHRI JYOTIRMOY BOSU We want
to know the number of the notes given
to

MR CHAIRMAN No, no Let the
hon Minister continne He need not tke
notice of these things

SHRI H R G '‘MilALE 1T have ex

plauned the position

With regard to repatriation of profits
and home office expenses, in the last few
years, steps have been taken to exercise
greater and more rigorous control over the
same and 1 am wn a posiion to say that
with regard to office expenses figures for
the last three years show that the repatria-
tions have been substantially curbed and
controlled and latter repatriation has been
allowed

That 15 not only i the matter of these
home office expenses and other things but
also 1n matter of repatriation of profits

A question has been asked—more or less
the same question was raised by many hon
Members—as to how long it will take It
1s very difficult to tell in precise terms how
many months 1t will take but all that I
can assure the house 1s that we have taken
up this matter in right earnest and we
want to fimsh that at the earhiest possible
opportunity without any avoidable loss of
time

1806 hrs

There are the answers which I wanted
to give .
18.06 hrs

The Lok Sabha thew adpourned till
Eleven of the Cloch on Tuesday, Decamber
19 1972/ Agrahayana 28, 1894 (Saka)



