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Speaker: The Bill seems 
a consequential thing. 

Motion re. 5472. 
Oil Policy 

Mr. 
to be 

only 

Shri Mohammed Imam: I am just 
pointing out the difficulties and 
ciangers of such a switch over. 

Mr. Speaker: A change to naye 
paise has been accepted. The Act has 
been passed and the people's minds 
have been adjusted in terms of naye 
pa'se and the rest. 

Shri Mohammed Imam: I am not 
going into that. As far as the terms 
to be used are concerned, strange 
terms are going to be introduced and 
that will cause difficulties to the rural 
population. Till now we have been 
thinking in terms of maunds, seers 
and chataks. Now we are going to 
introduce qu'ntals, kilograms and 
other things. What I say is, in order 
to enable the ordinary man to under-
stand these things,-the man who is 
not conversant with these new names 
-proper Indian terms or regional 
terms must be introduced. 

I may mention one instance in this 
connection. For four gallons of kero-
sene, we are paying a certain amount 
as excise duty. The term "gallon" 
was a very familiar term. For four 
seers of tobacco or beedies, we were 
paying a certain amount as tax. Now, 
we are going to replace these terms 
by entirely new terms. with which 
t.he people, the masses in the country, 
are entirely unfamiliar. I think 99 
per cent of the people or at least 95 
per cent of the people do not know 
what a quintal is or what a kilogram 
or kilolitre is. In the first place, we 
have to educate the public. As has 
been pointed out by my hon. friend 
Shri Prabhat Kar, I think, because 
of the ignorance of the people so far 
as these terms are concerned and be-
cause of their ability to understand 
the new system, many people may 
take advantage of this occasion and 
exploit the poor masses. 

Last time, the Minister said that by 
this change over and switch over to 
the new system of currency, Govern-
ment would stand to eain only about 

Rs. 13 lakhs. That has to be seen. 
But, personally I feel that as a result 
of this switch over and change of 
currency, the people will have to pay 
more taxes and they will be taxed 
more. 

Thirdly, it has been pointed out .... 

Mr. Speaker: How long is the hon. 
Member likely to take? 

Shri Mohammed Imam: 
ten minutes. 

Another 

Mr. Speaker: What about the Min-
ister? 

Dr. B. Gopala Reddi: 
take ten minutes. 

may also 

Shri Barish Chandra Mathur (Pali): 
would also like to speak. 

Mr. Speaker: Then this will stand 
over. The hon. Member will continue 
his speech the next day. 

16.06 hrs. 

MOTION RE: OIL POLICY 

Shri P. G. Deb (Angul): I beg to 
move: 

"That this House takes note of 
the oil policy of the Government 
of India with special reference to 
the import of crude oil from 
abroad." 
I am thankful to you for allowing 

my motion to be discussed. While 
moving this, I wish to draw the atten-
tion of this august House to the queer 
policy of the Government of India in· 
regard to the principles on which 
stands their oil policy today. On the 
one hand, it is seen that serious 
blunders have been committed at the 
implementation stage, and on the 
other ~ think the people have begun 
to realise the follies of the Govern-
ment which have done damage to the 
nation's economy to ·a very great ex-
tent. In fact, in the current year, 
no event has attracted so much public 
attention ·and controversy as the pro-
blem of our oil drama, the tackling 
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-0f which is urgently required to save 
our foreign exchange for the third 
Plan. 

This House is quite aware of the 
fact that recently the Soviet Union 
had offered to sell crude oil to India 
at prices much lower than the world 
market price. To get this benefit, the 
Government of India approached the 
three refineries in the private sector 
to process this crude oil coming from 
Russia. 

Mr. Speaker: The hon. Member may 
look into his notes, but as far as 
possible, speak ex tempore. 

Shri P. G. Deb: Ye3, Sir. The three 
foreign companies, namely, Standard 
Vacuum, Caltext and Burmah-Shell, 
have refused to accept !h's offer at 
the cost of the consumers of this coun-
try. It has given a rude shock to all, 
and has therefore, focusoed the atten-
ti>'n of the public on the agreements so 
signed between the Government of 
India and the foreign oil companies 
who are responsible for setting up 
these refineries in the private sector. 

Let me be frank in saying that 
during the negotiation stage, of set-
tling the3e agreements, the Govern-
ment gave their clear evidence as to 
how they lack business know-how and 
bargaining skill. It may be that due 
to sheer enthusiasm to bring up these 
oil refineries, the Government of India 
have lost all their vision of a long 
term view. For that, they have fail-
ed to have proper safeguards in the 
agreements, which could have been 
easily fixed up on equity basis. 

Let me also tell this august House 
that broadly speaking the agreements 
of all these three refineries are more 
or less ident;cal. But what is most 
important for us to know is the spe-
cific clause in the agreement which 
goyerns the purchase of crude oil by 
our refineries in the private sector. I 
l!hall, therefore, read out the assu-

rance3 given by the G-Overnment to 
Stanvac Oil Company. In clause 6, 
sub-para 3 (a) of the agreement, it is 
said as follow3: 

"Purchase of crude oil at 
world market prices prevailing 
at the time and place of shipment 
with freedom of choice as to sour-
ce of supply. The crude oil 
will, most likely, originate from 
the Persian Gulf area." 

It goes on to say: 

"and the producing operation 
can be carr:ed out under condi-
tions considered economically 
satisfactory to SVOC." 

Then, it goes on to say: 

". . . . its own production in 
India and its then existing con-
tract commitments w:Jl attempt to 
contract for the purcha>e of such 
crude oil." 

If I may say so, the Government of 
Ind:a was absolutely myopic in tackl-
ing the matter. H I may say so also, 
the Government of India is to be 
totallv blamed today because they 
could - not visualise, in the first place, 
the scarcity of foreign exchange that 
was to follow and for which necessary 
stipulation was essential in the agree-
ments either in the form of barter 
arrangements, or in the type of pay-
ments to meet the obligations in terms 
of non-convertible rupees. 

Secondly, the Government had en-
tirely ignored the fact that there 
was possibility of having some other 
source of oil supply through import, 
at prices much lower than those pre-
valent in the Persian Gulf area. 
Therefore, the necessity. of a guaran-
tee clause was essential, so that the 
supply of crude oil to the refineries 
would have been met at fair prieoe. 
'Fair price' is most important. If 
such type of commitments had been 
made, it could have easily prevented 
the foreign companies today from 
throwing out the Russian oft'er. 
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[Shri P. G. Deb] 
Then again, it may surprise the 

Members that even the principle of 
reciprocity has been sacrificed in re-
gard to the right of making changes 
in the agreements concerned. Again 
I quote from the agreement with the 
Stanvac. Clause 20 reads thus: 

"Assurance that in the event of 
any other refinery producing 
similar products from imported 
crude oil being granted terms 
generally more favourable than 
those granted to this refinery, 
those terms will be made appli-
cable to this refinery." 

Thus, it will be seen that all this 
means, the refineries in question will 
always continue to have their every 
economic advantage, whereas similar 
advantage to India or to the consu-
mers at large will depend on the 
sweet-will of these companies. So 
Sir, this is what the situation is. 
The result has been that the foreign 
oil companies have always dictated 
their terms and are still dicta ting as 
has been proved to the hilt in the 
current oil episode which is on afloat. 

Then again, the hon. Minister for 
Oil while replying to a recent ques-
tion on the 11th August, 1960, has 
pointed out that the Government of 
India do not propose to take any 
unilateral step in the matter of revi-
sion of the agreements. In actual fact, 
it is not that they do not propose to 
take steps, but they cannot take steps. 
Government is forced to keep quiet, 
because of their commitments in writ-
ing. But surely that does not prevent 
the Government of India to use other 
methods to go ahead with their desire. 
Further, the hon. Minister has told 
this House that there was a pogsibility 
of purchasing Russian crude oil. He 
then disclosed later that it was not 
necessary at this stage to purchase 
crude oil and gave his reasons for it. 

Therefore, the whole matter •eems 
to me very funny. I would also like 
the hon. Minister to tell us whether 
the decision to drop the proposal was 

a Cabinet decision or an act of his 
own thought. All this the House is 
entitled to know. Let me make it 
clear that I do not wish to impute 
any motives, but surely a clarification 
is wanting. Otherwise, there is bound 
to be repercussions of a serious nature 
amongst the Members of Parliament. 
Therefore, I wish to emphasise that 
when this 'oilism' is very important 
for the nation as a whole, it would 
have been proper and just if 0ur 
Sovereign Parliament had been taken 
into confidence at the time of licens-
ing the refineries in the private sector. 

I come to another aspect. As I have 
said earlier, the nation is faced with 
the shortage of foreign exchange re-
sources, and that day is today. Statis-
tics show that our sterling balance 
now stands at about Rs. 145 crores. 
Whereas the total foreign exchange 
spent on import of petroleum and 
petroleun products in May, 1959 was 
to the tune of Rs. 3! crores, in May, 
1960 it was over Rs. 7 crores. 

The Minister of Mines and Oil (Shri 
K. D. Malaviya): On account of crude 
oil? 

Shrl P. G. Deb: Yes, Sir. Now, the 
position in the third Five Year Plan 
may still be worse with the require-
ments of heavy foreign exchange. As 
such, it is a clear picture that the 
balance of payments is not going to 
improve. Rather, it is getting worse. 
Therefore, it is necessary that D.ny 
offer of trade in rupee account from 
any quarters should always be accept-
ed to give relief to our planners in 
regard to foreign exchange resnurces. 
Also, let it not be forgotten that due 
to our foreign policy of dynamic 
neutrality at present, India is in a very 
good position and can make best of 
economy bargains, to cope with her 
Five Year Plans. 

Therefore, in view of what I have 
said, it will thus be seen that there 
is no alternative for the Government 
except to use the methods of indirect 
pressure and persuasion and along 
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with that, above all, economic com-
petition with these private .oil com-
panies in order to come out from the 
present position of great disadvant-
age. I have no intention to go any 
further with the post mortem of the 
past. Nor do I wish to cry over spilt 
milk. But scrutiny of facts was neces-
sary and I have done it in order to 
appreciate the need of a national oil 
policy in future. 

Sir, to put it bluntly, having burnt 
our boats to some extent through 
commitments, it is now necessary that 
we have a clear conception of our 
future oil policy so that our present 
position of disadvantage does not con-
tinue for a long time as it is 110w. 
Therefore, the question arises, what 
should be our principle on which we 
should base our approach to the netro-
leum industry? The answer is- how 
best to protect the Indian cons~ers 
through a fair deal of control on 
petroleum and petroleum products 
only. Sir, let us not feel jubilant on 
the report in the newspapers of 
August 27, 1960 that Burmah Shell 
and Stanvac have further reduced the 
prices of crude oil. I would like to 
submit in all humility that most of 
these foreign companies are really 
integrated units and have their favour-
able arrangements for their supply of 
crude oil. They are, in fact, great 
monopolists, rather a combined mono-
poly, if I may use the word. There-
fore, I am of the opinion that this 
tendency must be checked, and can 
only be checked through a certain 
amount of reorientation of our oil 
policy. 

I would recall that more emphasis 
should be given for establishment of 
refineries in the public sector. WP 
have today Nunmati and Barauni re-
fineries in the public sector but as 
laid down in the draft Third 'Five 
Year Plan, the expected production 
from these refineries is not going to 
meet our requirements. That means, 
the country will fall short of a huge 
deficit in respect of most of the petro-
leum products. Further, as per the 

figures given h the draft, the total 
estimated production- of all petroleum 
products would be about 7,050 tons, 
while the deficit in terms of require-
ments by 1965 would stand at 3,350 
tons. Thus, -it is evident, that half 
of our petroleum products shall have 
to be met through imports from 
foreign countrie3. Sir, this is indeed 
not a happy picture. I may point out 
that when we look into the future, 
we are just guided by the consumers' 
interest, the cry of the socialistic pat-
tern of society, and therefore, it is all 
the more necessary, that the oil re-
fineries in the public sector should be 
augmented without wasteful argu-
ments and further delays. 

Sir, judged from this important :on-
sideration, our Government should 
expand the refineries and set up more 
ambitious programmes. At the same 
time, the oil companies in .the private 
sector should be made to realise the 
advantage they have gained all these 
years through !heir agreements. ·rhere-
fore, Sir, I tend to believe that there 
is no reason why the oil companies 
in the private sector should not im-
port crude oil for our refineries on 
competitive world rates. This is a 
simple business commonsense, and 
whatever may be our ideological 
affinity with the oil producing coun-
tries of the West or the East, we 
should not disregard commercial con-
siderations. 

Before I conclude, Sir, I would like 
to tell the House what is being point-
ed out by some people outside. It is 
said that Russia has made a trade 
offensive, by her offer of cheap crude 
oil to India and, as such, is bent upon 
spoiling the traditional trade of the 
Western powers. That may be cor-
rect. But, the point is, normal busi-
ness considerations demand that we 
should be able to strike a better bar-
gain in regard to the prices of crude 
oil and other petroleum productions. 
Sir, I have tried to put up a realistic 
picture of the whole matter and it is 
left to the House and the Govern-
ment to decide over the issue. 
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Mr. Speaker: The hon. Member 
should conclude now. 

Shri P. G. Deb: 
more minutes. 

require a few 

Mr. Speaker: No more minutes 
_please. I have given him 20 minutes. 

Shri P. G. Deb: I require a little 
more time. 

Mr. Speaker: The total time allotted 
for this is only two hours. It the hon. 
Member, even though he may be the 
mover himself, takes more than 
tw~nty minutes, what can I do? 

Shri P. G. Deb: I require only two 
minutes more. 

Mr. Speaker: Ten hon. Members 
have given their names. Anyhow, I 
will give him one more minute. 

Shri P. G. Deb: In summing up 
my remarks, I would thus sugg~st to 
the Government that the following 
measures should be adopted to .wer-
come all difficulties in future. There 
should be an oil policy committee of 
Parliament, with, .of course, some out-
side experts, to go into the whole 
matter and make suitable recom-
mendations regarding the petroleum 
products of our country. I wish to 
end up by saying that it is high time 
the three foreign refinerie• in the pri-
vate sector in India rise to the occa-
sion, or else a stigma would be found 
to mean in any way !he public likes. 

Mr. Speaker: Motion moved: 

"That this House takes note of 
the oil policy of the Government 
of India with special reference to 
the import of crude oil from 
abroad." 

There is a hotice of an amendment by 
Shri Vidya Charan Shukla. Is he 
moving it? 

Shri Vidya Charan Shakia (Baloda 
Bazar): Yes. 

Mr. Speaker: All right. The time 
limit on speeches will be ten minutes. 

Sbri Vidya Charan Shukla: The oil 
policy which the Government have 
followed and which has been pursued 
is almost the only logical course that 
our nation could take in its be!t 
interest, and I must congratulate the 
hon. Minister for giving us his dynamic 
leadership in this field. Our economic 
freedom, in spite of our achievements 
in other fields, would have remained 
severely restricted if we were not able 
to develop a promising national oil m-
dustry in our own country. However, 
we are still in the initial stages of 
development in this all important in-
dustry and extreme care is necessary 
so that the foundations of this indus-
try are well and truly laid. 

In the beginning Jots of mistakes 
have been committed, and they have 
been quite costly. But I hope the 
Government have learnt a lesson from 
those steps and those mistakes will 
not be repeated in the future. The 
Naharkatiya oil was firmly establish-
ed by 1953 but all these seven years, 
for one reason or another, we have 
failed to take advantage of this oil. 
The oil from Naharkatiya will ·be 
refined in Barauni and Gauhati to the 
tune Of 2· 75 million tons which is a 
substantial quantity, which could 
have saved us Rs. 25,30,00,000 in 
foreign exchange every year. For 
some reason or other, the Government 
could not come to terms with the 
Assam Oil Company. There might 
have been some legal difficulties, but, 
whatever they are we are aware of 
the fai!u?'I'! of our Government to come 
to grips with the situation or problem, 
which has resulted in a severe loss 
all these seven years. If we 11llow 
two years for the construction of re-
fineries and pipe line and all that, we 
should have had the Naharkatiya oil 
in our consumption centres for these 
five years. Pakistan discovered Sui 
gas at about the same time. Now they 
were able to utilize the Sui gas in 
two years and they have constructed 
a pipeline to Karachi, and another 
pipeline to Multan is almost ready. 
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Though we discovered our oil at that 
time, we have not been able to do 
that. 

I am very sorry to say that looking 
at the Third :Plan I get the impression 
that our planners have not very 
seriously taken to this question of oil 
production. The four private oil 
refinerjes that are at present operat-
ing are refining 5· 5 million tons of oil 
annually. 

The public sector refineries will 
refine 2 · 8 million tons of crude oil 
annually bringing the total refining 
capacity -in our country to 8· 3 million 
tons. Another one million tons' capa-
city refinery will be established in 
Cambay region contingent upon the 
Cambay oil. AU this will total up 
to 9· 3 million tons, wnereas it is 
estimated that by the end of the Third 
Five Year Plan period we shall re-
quire 14 million tons of crude oil. 
That means that we shall have a big 
deficit of 4· 7 million tons in our re-
fining capacity. 

Shrl Barish Chandra Mathur (Pali): 
Where from did you get the figure of 
14 million tons? 

Shri Raghunath Singh (Varanasi): 
14 million tons is too much. 

Shri Vidya Charan Shukla: I have 
taken this from the text of the broad-
cast talk which Shri Sahni gave from 
the All India Radio. It is not men-
tioned in the Draft Outline of the 
Third Five Year Plan. Shri Sahni, 
Joint Secretary, said in that talk that 
it is estimated that our requirements 
wi]] go up to 14 million tons at the 
end of the Third Plan period. 

This means that if our industrial 
growth achieves the growth that is 
required, we shall have to impor: 4~ 
million· tons of finished petroleum pro-
ducts because we do not have any 
refining capacity in our own country. 
That would, of course, mean a tre-
mendous strain on our foreign ex-
change resouc:cs. If this tremendous 

941 (Ail LS-8. 

strain is to be avoided, we must do 
two major things. First of all the 
basic thing is to try to find the n eces-
sary oil in our own country. To 
undertake an exploration job which 
will be looking after this huge deficit 
between our production and consump-
tion will probably take Rs. 800 crores 
or Rs. 900 crores. That is obviously 
out of the question. 

The second alternative that is open 
to us is to try and fill this gap ot 
refining capacity in our own coun-
try so that we are required to import 
only crude oil and not refined petro-
leum products. It will mean a sub-
stantial saving in foreign exchange. I 
am sure the foreign exchange that 
will be saved in importing crude oil 
in place of refined petroleum products 
will pay for the establishment of addi-
tional refineries which I am pleading 
for establishment in our country. 

According to the economic trends at 
present in the world oil refineries are 
now located in the main consumption 
centres. So whatever refineries we 
might establish today would be very 
handy and very useful, in case we 
strike oil in our own country because 
it will save the time lag between dis-
covery and refining of oil. As soon 
as we get the necessary oil discoveries 
in our own country we can stop im-
porting crude oil from abroad and use 
those refineries tor refining our own 
oil. These refineries. because they 
have to be located in the main con-
sumption centres, can easily be locat-
ed in S-Outh India, in Madras or in 
Cochin or in places like that which 
are far away from the present re-
fineries. However if these advantage• 
have to be fully derived, I am of the 
firm opinion that these refineries mmt 
be located in the public sector O!lly, 
because according to the present policy 
that our Government is following 
there is no other course that is open. 
Even if we do not have enougn funds 
to do it we should try to find the 
funds from the friendly countrie,;. 
There is a very important passage in 
the Draft Outline of the Third Five 
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[Shri Vidya Charan Shukla] 
Year Plan which, while discussing 
mineral oil says on page 215 that-

" .... the additional funds re-
quired for developing production 
and for refining capacity and 
pipelines will be provided in o.c-
cordance with the requirements as 
assessed from time to time." 

This cle~rly indicates that the Plan-
ning Commission recognises the im-
portance of refining capacity, but since 
we do not have our own indigenous 
oil they have not provided for any 
fixed allotment for the establishment 
of refineries. But I request the hon. 
Minister to take this matter up again 
with the Planning Commission for 
allotment of sufficient funds so that 
during the Third Plan period we 
establish oil refineries which will re-
fine crude oil that we might have 
to import to meet our requirements. 

As the Second Plan was the plan 
of steel, this Third Plan must be the 
plan for oil because in my opinion 
oil is no les~ imPortant for industrial 
growth than steel. We should not be 
faced with the prospect of regretting 
later on, as we regretted now Lhat we 
did not establish a steel plant in the 
First Plan, that we did not establish 
enough refining capacity in our coun-
try and we lost· so much of fonign 
exchange by that. I hope the hon. 
Minister will keep this in view a;1d 
accept my plea. 

Shri Braj Raj Singh: (Firozabad): 
What is the amendment. 

Mr. Speaker: He has not formally 
moved the amendment. 

Shri Vidya Charan Shukla: I move: 

That at the end of the motion, 
the following be added, namely: -

"and approves of the said 
policy". (1) 

Mr. Speaker: Both the motion and 
the amendment are now before the 
House. Shri Damani. 

Shri Jaipal Singh (Ranchi West--
Reserved-Sch. Tribes): May I sub-
mit that the amendment is out of 
order? If Shri P. G. Deb had put in 
the words "takes into consideration" 
in his motion, the amendment would 
be in order. But he has used the 
words "takes note of" and s-o the 
amendment is out of order. 

Mr. Speaker: There is a change 
now. Formerly the words "takes into 
consideration" were in vogue in our 
country, but the use of the words 
"takes note of" is the practice or thE 
form that is adopted in the Haus~ o~ 
Commons. We have since adopted 
that form. Amendments can be moved 
to it. The words ·'takes into con-
sideration" merely mean discussion 
and then we. go away. The motion ls 
then not put to the vote of the House. 
But in this case even without an 
amendment being there, this motion 
will be put to the vote of the House. 
That is the chan~e that has come over. 

Shri Jaipal Singh: Will we vote on 
this? 

Mr. Speaker: Yes, we will vote on 
this. Even without this amendment, 
we vote on it. 

Shri Jaipal Singh: We have not done 
that in the past. 

Mr.· Speaker: Hon. Member will 
look in to the proceedings of the re-
cent past. 

Shri Naushir Bharucha (East 
Khandesh): May know whether the 
form "takes into consideration'' has 
been abandoned? There will be many 
occasions when it may not be desirable 
for the House to vote and it may be 
desirable only to discuss. 

Mr. Speaker: True, but the difficulty 
with respect to "takes into considera-
tion" is that if we put it to th"' vote 
after the consideration is" over, it is 
meaningless. 'Takes note of' means 
that we have taken note of th is fu-
cussion. In a way we approve of this 
policy. We have taken note of it and 
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the Government is directed that all 
that has been said has been taken 
note of by the House and the Govern-
ment must act upon what has been 
said. Though we have not cod.illed it 
or we have not enunciated a particular 
proposition, generally, to take note oi 
is the first step tawards a formal re-
solution that has to be made in those 
terms extracting whatever has been 
said for and against and ultimately 
the majority opinion prevails. This i> 
as near to it as possible. To ad'Opt 
a motion with the words "takes into 
consideration" at the end of a long 
discussion is meaningless. What is 
the effect of the discussion that ha• 
taken place? Therefore "takes into 
consideration" is not voted. That has 
been found to be impracticable anci 
useless. I am considering giving up 
the old form of "takes into considera-
tion". It seems to be meaningless. 

Shri Damani (Jalore): Mr. Speaker, 
Sir, at the very outset I want to con-
gratulate and· appreciate the work of 
the Ministry and tll'e policy framed 
for future exploration of oil. Oil is 
<me of the major items of our im-
ports. During the year 1959 our total 
imports were to the tune of Rs. 924 
crores out of which the import of oil 
was to the tune of Rs. 82 crores. That 
is about 8· 6 per cerit. of the total im-
ports. The import of crude '.li! and 
petroleum products is the next big-
gest item after foodgrains. For the 
Third Five Year Plan the target for 
the import of petroleum products and 
crude oil is fixed at Rs. 100 crores 
annually. A huge amount of 'oreign 
exchange will be required for making 
payments on our imports. 

About a year back the hon. Minister 
informed the House that an abundant 
quantity of oil will be available in 
the Cambay region. Since then we 
have not heard as to what develop-
ments have taken place in that area. 
It will be very nice if the hon. Minis-
ter informs the House by what time 
the oil from Cambay region and from 
those areas where exploration work 
i< going on will be available and the 

oil will come into use. As the ques-
tion of such big payment of foreign 
exchange is involved on this item of 
import, it will be of benefit to the 
public if a statement is made by the 
hon. "Minister giving a time s~hedule 
about obtaining oil, putting it to the 
refineries and making it available for 
consumption. 

The previous speaker has mentior.-
ed about the shortfall in respect of 
our refinery capacity. That is also a 
matter of great importance. Our pre-
sent capacity is small and therefore 
we have to import finished petroleum 
products. If, therefore, from aow w~ 
start thinking of working more capa-
city of the refineries, as our demanci 
increases our capacity also can be 
increased accordingly and we can meet 
the demand and can save the foreign 
exchange by importing L,.e oil 
only and stopping the import of 
finished petroleum products. It will 
be a good thing if it is properly plan-
ned, and the earlier the decisions are 
taken and the work started the better. 

According to me both the public 
sector and the private sector should 
be given a chance to enter into this 
field, so that early steps may be 
taken in this regard. (Interruption). 
My hon. friend may be thinking of 
something. I am thinking from the 
national point of view. There is no 
difference between one sector and 
another secfor, and our supreme 
command is the Government. 

We also want to know the reasons 
1vhy !he Russian deal about supply-
ing crude oil aC lower prices, where 
they had agreed to receive payment 
in rupee currency, could not be gone 
tlorough. In view of the present 
difficult position of our foreign ex-
change if payment in rupees had 
been agreed to, that. would have 
helped us to a great extent. Govern-
ment should also consider the ques-
tion of imports of crude oil, petrol 
etc., if possible, on a barter basis, so 
that we can save foreign exchange 
and increase our export of other 
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co:mmodHies which we can afford to 
export. 

With these few words I request the 
hon. Minister to clarify the position 
with regard to the matters I have 
raised. 

Shri Jaganatha Rao (Koraput): 
thank my friemi Shri P. G. Deb for 
bringing this motion which has given 
an opportunity to the House to dis-
cuss the whole policy of the Govern-
ment and to assess the same. 

While speaking on the Demands of 
this Ministry on the 7th April 1960 
I pleaded for a firm policy of the 
Government. in this regard. The hon. 
Minister gave an assurance and said 
that "there is no deviation in the 
policy and if within the concept of 
our policy there are parties who are 
willing to come and search for oil I 
see no reason why we should not 
consider their proposals." 

And later he went on to say: "All 
can say is that any future agree-

ment with any party who wishes to 
come here will be strictly based on 
two factors: that is, within the 
framework of our In'dustrial Policy 
Resolution, and that the agreemi!nt is 
consistent with our national 
interests". 

Replying to Question No. 205 on 
the 8th August 1960 the hon. Minister 
said that within the framework of 
the Industrial Policy Resolution, pri-
vate companies' offers will be con-
s'dered. 

So, Sir. in the first place in April 
he said that in the matter of explo-
ration of oil he has no objection to 
foreig'1 companies coming and colla-
b~rating 'n the process of refining, 
and on the 8th August he said that 
he had no objection to take any 
foreign company either in the matter 
of exploration or in the process of 
r<•fining. subject to the Industrial 
Policy Resolution. 

Oil occupies an important place in 
our naiional economy. Like iron anll 
&tee!. the consumption of oil is an 
indication of the technical advance-
ment of a nation. I said on the 
previous occasion and I repeat today 
that not only ~!oration but pr,o-
duction, refining and distribution o.f 
oil should be in the State sector. The 
State must be able to control the 
prices of various petroleum products 
which can effectively increase the 
tempo of industrialisation and trans-
portation in the country. 

The main objectives of the oil 
policy of the Government should be 
to see that this industry makes ita 
contribution to the expansion <lf the 
aat.ion's economy and to the raising al 
the standards of living and providinr 
suitable employment. Secondly, it 
should supply essential materials to 
all industrial units. And, thirdly, the 
policy should be in keeping with the 
political and economic set-up of our 
country. 

In order to attain these objectives 
the national oil policy should be ao 
evolved as to keep pace with the new 
conditions resulting from the econo-
mic changes and the scientific and 
technological progress. A healthy 
and sound domestic oil industry ia 
essential for the welfare of the 
nation and for national security. 

India's present production of crude 
oil is about 3 million tons, whereas 
the demand is about 6 million tons. 
This demand is going to increase 
during the Third Plan period to 14 
million tons; it is likely to increase 
to 25 million tons during the Fourth 
Plan period and to 50 million tons in 
the Fifth Plan period. So, to attain 
self-sufficiency in oil and oil products 
by the end of the Third Five Year 
Plan period we have to spend, 
according to me--I may be correct 
or wrong-Rs. 3.600 crores in search 
for and development of oil resources, 
refining of crude oil and distribution 
of its products. Every year we have 
been •mporting petroleum products 



Motion re: BHADRA 7, 1882 (SAKA) Oil Policy 5490 

to the tune of Rs. 100 crores. So it 
is all the more necessary to intensify 
our efforts to discover new oil fields 
and develop refineries of crude pro-
ducts. 

In the Third Plan period there will 
be a heavy imbalance between pro-
duction of motor spirit, and kerosene, 
diesel oil, furnace oil and residuals 
such as bitumen. Even at present, 
due to the greater production of the 
refineries there is a surplus already 
of gasolene over the middle 
distillates. 

Shri Rajendra Singh (Chapra): 
Sir, should we read out our notes or 
should we make our speeches? 

Mr. Speaker: 
Member is only 
notes. 

think the hon. 
referring to his 

Shri Jaganatha Rao: And not read-
ing like the hon. Member who does 
it always. 

Shri Rajendra Singh: I never do 
it. 

Mr. Speaker: Very well. The 
House knows who reads and who 
does not read. 

Shri Jaganatha Rao: Sir, with the 
increasing use of diesel oil in trans-
port, agriculture and industry this 
imbalance will assume serious pro-
portions during the Third Plan 
period. Taking into consideration 
the estim!ited demand and the esti-
mated production of refined oil dur-
ing 1965-66, motor spirit will show a 
surplus and the rest a deficit. 

So the oil industry has to face a 
serious d.i111.culty. How is t.he Gov-
ernment going to meet the situation? 
In the Third Plan outline we find that 
the planners have suggested three 
remedies. They say that the solution 
to the imbalance problem will have 
to be found by the adoption of the 
following measures. Firstly, techno-
logical measures to increase the pro-
duction of middle distillates. That is 
correet. Second is, appropriate fiscal 
measures which will retard the 

growth of consumption of hi&h speed 
diesel oil. According to me, this is a 
retrograde step. Nowadays, diesel 
oil is being used for transport. Even 
the Railways are taking to dieseHsa-
tion. If an impost is levied on the 
use of diesel oil, certainly, it does not 
add to the tempo of industrialisation. 
On the other hand, it will increase 
the cost. The aim of the Govern-
ment should be to see that more 
diesel oil is produced to meet. -the 
demand. Looking at the consump-
tion trends in recent years, there is 
greater demand for diesel oil. The 
consumption of motor spirit in all 
countries is coming down. The Gov-
ernment should take care to see that 
diesel oil is produced in greater 
quantity to meet the situation. Other-
wise, Government have to import ft 
at huge cost. At present, we have no 
foreign exchange. I have a feeling 
that the Government have -not taken 
too seriously to this situation. 

would suggest that the primary 
duty of the Government now is to 
discover more oil fields in the coun-
try. The rate of progress in disco-
very of oil fields, according to me, is 
very slow. In fact, at the present 
rate it will, I think, take 5 to 10 
years to discover new oil fields in 
the country. What are you going to 
do in the meantime? The total area 
in India of oil-bearing land is about 
400,000 square miles. But, it has to 
be explored and test drilling has to 
be carried out. Government should 
increase the tempo of activity in 
this direction. I agree, the Oil and 
Natural Gas Commission is doing a 
good job. But, I am not very happy 
at the rate at which this discovery is 
going on. The Government should 
take care to see about the distribu-
tion of petrol and petroleum pro-
ducts. At present, there is no storage 
capacity for the Government. They 
are using the tankers of the Defence 
Ministry. Even they are not suftl-
cient to meet the situation. 

There is the Petroleum Products 
Advisory Council. Its terms of refe-
rence have to be enlarged to cover 
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utilisation of natural eas, manufac-
ture of petro-chemicals, synthetic oils, 
and utilisation of the by-products of 
the oil refineries, etc. Unless kil 
acEvities are increased, the Petro-
leum Products Advisory Council will 
not be very much useful. 

1 would like to say a word about 
the steps taken by the Minister to 
reduce the price of petroleum pro-
ducts. Really he deserves the com-
mendation of the House. But, this 
is only a temporary measure. What 
are we going to do with the refi-
neries? I consider the refineries not 
as foreign refineries, but as refineries 
belonging to India. If not today, 
tomorrow they will become O\ll"ll 
though at present we cannot touch 
the agreements. These agreementil 
were entered into by the Govern-
ment at the time when there was no 
Industrial Policy Resolution. In 
view of our economic development, 
certainly, the Government should 
take serious steps to see that the 
agreements are revised. At lent, the 
period should be reduced first. They 
wanted a 25 year immunity so that 
these projects could not be acquired. 
We may try to reduce the period to 
15 years or by the end of the Third 
Plan, the refineries should be at the 
disposal of the Government on pay-
ment of compensation. Or, these 
firms should be allowed to be worked 
in such a way that there is equal 
participation in the worliing of the 
refineries. At present, there is only 
preference shareholding. There is 
no equity shareholding. Something 
has to be done. 

I would like clarification of some 
of the points. The hon. Minister has 
given information on the floor of the 
House about the Cambay region. The 
Cambay region will produce some 
oil. To what extent is oil expected 
to be produced there? The House 
has to be .informed. Secondly, we 
should be told whether any analysis 
has been carried out about this oil 
in Cambay and whether it is useful 

for the production of motor spirit or 
middle distillates. What is the capa-
city of the Ankleswar oil fields? All 
this information is necessary. With-
out that, only declaring that a 
medium-sized refinery would be 
established in Cambay may lead to 
various complications. Every region 
wants a refinery. We cannot give 11 
refinery to every region. The other 
day, there was a question about 
South India. South India wants a 
refinery. Oil refining is not an indus-
try which could be located anywhere 
wherever oil is fOinrl!. There are 
other economic considerations. I 
would like the hon. Minister to 
enlighten the House on these p01nt11, 
to take the House in to confidence and 
give the necessary information. 

Then, I would like to know whe-
ther the Barauni refinery and the 
Nahorkatiya refinery would produce 
motor spirit and middle distillates, 
kerosene, diesel oil and so on, and in 
what proportion they are going to 
be produced and to what extent they 
would meet the r1smg internal 
demand, so that import from foreign 
countries could be reduced to a 
minimum. 

Shri Jaipal Singh: Mr. Speaker, if 
you will not take away a couple of 
minutes from my time, I would like 
to go back to the point I raised. I 
feel we have slipped up in discussing 
what we are attempting to do at the 
present moment. 

First of all, have the Government, 
at any stage, placed before this 
House or Parliament any aefinfte, 
specific. concrete policy? What are 
we discussing today? Is there any-
thing before us about the oil pros-
pecting policy, or the policy for pro-
duction, policy for refineries, or 
policy for distribution and market.ing 
or the policy towards the foreign 
refineries? Personally, I am pretty 
vague about it all. I really do not 
know what we are discussing. If the 
hon. Minister had had starte'd with 
his policy, if he were the first to 
begin, I could understand. 
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Shri K. D. Malaviya: The policy is 
well known. 

Shri Jaipal Singh: I feel, by voting 
on this, we would be embarrassing 
the Government, because this House 
would be committing the Govern-
ment in a very vague way. To what? 
As the wording here goes, nothing is 
specifically worked out. Having said 
this,-! still feel, with due deference 
to your ruling, that the old method is 
better-I bow down to your ruling. 

Mr. Speaker: We have been adopt-
ing this for some time past. 

Shri Jaipal Singh: I am thinking 
from the point of view of voting. The 
hon. Minister must have laid the 
policy before the House. What are 
we talking about? 

Mr. Speaker: All that is required 
is that the House has to take note. 
The Minister may consider all that 
has been said in the House and 
revise his policy if a revision is 
necessary. 

Shri Jaipal Singh: Here, we accept 
the policy according to the amend-
ment. 

Mr. Speaker: That is all. It means 
nothing more. The amendment says 
that the policy is approved. Hon. 
Members may feel that there is no 
policy at all. The hon. Minister will 
state what the policy is. 

Shri Jaipal Singh: The only one 
thing that is floodlit in the discussion 
according to the sponsor is in regard 
to the import of Russian crude oil. 
That is the only thing he has come 
forward with. However, I want to 
say right at the outset that I am not 
going to be a party either to sup-
porting or opposing this, because, 
am very clear in my mind that we 
are talking in a vacuum, with nothing 
definite from the hon. Minister. 

Mr. Speaker: The hon. Member 
may say what he likes. 

Shrl Jaipal Singh: I am going to 
come to that straightaway. 

Looking at the Minister, am 
reminded of an English proverb, you 
are a sweet nut if you were well 
cracked. The whole picture of our 
petroleum policy seems to be this. 
We have done well; we have launch-
ed upon something very very ambi-
tious; it cannot but be extravagant; 
it will be very expensive; nonetheless, 
we have to make a start. But, I 
think, we have tried to run before 
we can walk. What has been refer-
red to in this particular motion 
about Russian offer of crude petro-
leum, for example, to my mind, is 
nothing other than a blackmailing 
process in our country. U there had 
been an offer to set up a Russian 
refinery and then a continuous sup-
ply of crude petroleum, I could have 
understood it. But, the argument put 
across the country is, here are 
Russians willing to supply crude 
petroleum at so much cheaper rate, 
why are you not pressing the people 
who are at present in the country, to 
accepted that. 

17 hrs. 

I think this is a thing that we should 
consider very seriously. I nmy ex-
treme youth I was in the petroleum 
business, and I know some of the 
tactics that ~hese people are used to 
employing, but in this particular con-
text I cannot but say that the hon. 
Minister has somewhat, not altogether, 
shall we say in the generous folly of 
youth, somehow or other fallen a 
victim of blackmailing tactics. 

Shri Rajendra Singh: Is he young? 

Shri Jaipal Singh: Whenever we 
are dealing with Russia, we must 
always remember that not one of us 
is competent enough to assess how 
the price structure is made up there. 
We do know something about the 
western world, but I do not know 
anything about the Russians. All 
that I can say is that, somehow or 
other, 1 have not been able to under-
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stand why this one single offer ha.s 
suddenly been made. If they had 
made an offer that was to continue 
the flow into our refineries, I certain-
ly could have been with the hon. 
Minister. llut one single supply is 
not going to solve the problem. 

Shri K. D. Malaviya: It will be 
continuous. 

Shri Jaipal Singh: I am glad to 
hear that. I want the hon. Minister 
to tell us that it will be continuous, 
because that is an important thing. 

Next, with your permission let me 
quote what the retiring Comptroller 
and Auditor-General has said about 
some of the Government endeavours: 

"A comprehensive assessment 
of the waste that has taken place 
of our limitea resources as a 
result of delayed planning and 
execution would, I fear, present a 
staggering picture." 

My hon. friend Shri Vidya Charan 
Shukla has already pointed out how 
we were years and years too late in 
taking full advantage of the disco-
very of the oil fields in Assam, and 
yet I am asked to approve of the 
policy. That is why I say I am sorry 
I cannot be a party to it. Let him 
come forward with something more 
concrete and helpful, something that 
I can see before my very eyes. 

That does not mean that I am 
against the basic policy of trying to 
carry out exploration, tr.)'ing to be 
self-sufficient if we can. The petro-
leum industry is not a joke. Let us 
look at the history of the other 
countries, even the Russians. After 
all, the Russians inherited what the 
Royal Dutch Shell group had deve-
loped in the Baku oilfields. It was 
not something that they originated, 
but it was something misappropriat-
ed when communism came Into the 
country. But if you look into- the 
.irlstory of the petroleum indust.ry, 

maybe, in America, in Iran and else-
where, you will find that enormous, 
astronomical figures have to be wast-
ed in this exploration process. So, 
my own difficulty in this particular 
endeavour is the fact that here we 
are very short of funds. If we can 
get the same work done,-the work 
is being done in our own country, 
not elsewhere--if the work could be 
executed by others, call them for-
eigners if you like, who have the 
wherewithal, knowhow and every-
thing, and who could be persuaded 
to assist us in this respect, I say what 
we save thereby would go to other 
better, betler in the sense of quicker, 
nat\on-building activities. One of my 
difficulties in not being a complete 
supporter of our present endeavour 
is that. 

There is my hon. friend the hon. 
Minister of Transport and Communi-
cations. Every time you talk about 
an aircraft, he will tell you we are 
short of foreign currency, but next 
door his junior Minister comes for-
ward with the announcement-the 
leader of the House announces, or he 
himself announces--that we have 
struck oil somewhere. He will be 
the luckiest man, and we will be the 
happiest country, if we can strike 
petroleum on a commercial basis, 
something that would be commercial, 
economical, paying, not just like the 
sort of sensation that is created in 
Agra. Somebody must have poured 
a tin of kerosene, and some sadhu 
discovers it. That type of sensation-
alism, I am afraid, does not impress 
us. It is going to be an expensive 
aftair. But if you are going t-0 do it, 
it cannot but mean money. Taking 
the inevitabilities of nature, it is my 
contention that this job should ihave 
been assigned to other people who 
were willing to do it, who are willing 
to do it, who will be willing to do it, 
if our attitude towards them is of the 
proper order. 

I do not want to say anything more 
about it because I have my difficulty 
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of neither supporting nor opposin& 
it. So, I will end up with a German 
proverb this time, and I would tell 
my hon. friend the Minister: "You 
are an honest man and I· am your 
uncle, and that is two lies." 

Shrimati Parvathi Krishnan (Coim-
batore): I welcome this opportunity 
to discuss the oil policy of the Gov-
ernment. I only regret that the time 
allotted is so short, because when 
we discussed it during the Budget 
session, it was discussed before the 
draft outline of the Third Plan was 
made available to us, but today we 
are discussing it in the context of the 
draft outline. I therefore feel that 
the Minister is called upon today to 
take us into confidence as to why it 
is that even the original allotment of 
Rs. 200 crores is being cut down to 
Rs. 130 crores, when we are told at 
the same time that fresh oil wells 
have been stru~k during these p_ast 
few months. We find it hard to 
understand this drastic cut, and then 
we are told that it is the Minis-
try of Finance that is bringing 
pressure because foreign exchange is 
not available, and that if more money 
is to be allotted to oil it would mean 
a great strain on oiir foreign ex-
change resource.;. To me this seems 
a very penny wise and pound foolish 
policy, because we have had the 
benefit of very detailed and element-
ary eduootion by the hon. :Minister 
himself on the floor of the House, in 
the very many press conferences that 
he holds and in the various speeches 
that he makes whenever he is called 
upon, that oil is very important for 
our developing economy. If that fa 
so, why is it that more money is not 
to be allotted for the exoloration of 
oil, for developing the finds that are 
already there, and for setting up re-
fineries, by which we can become less 
and less dependant on the foreign oil 
supplies which drain such a 
large part of our foreign exchange! 
That is a question I would like the 
hon. Minister to clear In his reply. In 
view of the 'hortage of time, I am 

unable to go into details or to put 
forward figures. 

The other question that has been 
touched upon by other Members also 
is the question of distribution and the 
question of storage. Durmg the 
Budget session the Minister very nice-
ly evaded and skirted this question of 
distribution and storage. While on the 
one hand he agreed with the 
hon. Member, Shri N;irayanankutty 
Menon, when he pointed out that the 
storage capacity left a great deal to 
be desired, on the other hand he made 
certain generalised observations and 
generalised promises. These are 
becoming a bit too common on the 
part of the Minister, and I hope that. 
he takes us into greater confidence 
and tells us in detail how this ques-
tion of storage is going to be solved 
practically because this is ser!cusly 
linked with the question of the crude 
oil offer of the USSR not being taken 
up because the distribution and 
storage and refinery capacity hap-
pen to be in the hands other than 
those of the Government. We are 
told it is the Government's policy to 
take the help of anybody who is will-
ing to come forward on favourable 
terms with regard to the supply of 
crude oil, with regard to exploration. 
Here, when an offer is actually 
brought on favourable terms, is there 
before the Government, what is it 
that stands in the way? What really 
stands in the way is that every time 
we are being told about the aspects 
of the oil policy piecemeal, whenever 
issues are discussed, criticism made 
and answers given on the floor of the 
House and elsewhere. Neither are we 
given nor am I aware of any parti-
cular literature published by Govern-
ment on the subject, nor am I aware 
that Government has a completely 
comprehensive approach towards this 
question of oil. The reason I feel is 
that more and more the Stanvac and 
the other oil companies which have 
a foothold already in this country do 
not want to give up what they have 
already got. It is not only we who 
have been saying it on the floor of 
the House but we find a series of 
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articles and comments in various 
magazines, both in America and in 
our own country, pointing in this dir-
ection. For instance, The Time maga-
zine has said: 

"Two years ago, seeing its 
Second Five Year Plan in deep 
trouble and lacking foreign ex-
change, India sent high Govern-
ment officials and Indian business-
men to the US to seek more dollars 
and also to sound out what was 
wrong, from the US point of view, 
with investing in India. The 
Indian emissaries got plenty of 
straight-from-the-shoulder advice 
in Washington and New York. When 
they got home, they made many 
policy changes. No longer in any 
new venture must Indians hold 
majority stock control. No longer 
are such fields as petroleum and 
synthetic rubber to be dominated 
by the 'public sector', i.e. State-
owned. American investors have 
been guaranteed dollar compensa-
tion if the Indian Government 
should decide to expropriate a 
business.". 

This is not Shri Damani who is say-
ing this, but it is The Time magazine 
that has made this commentary which 
has been echoed also by the hon. 
Member on the opposite side. 

Not only do these magazines make 
these commentaries, but the Stanvac 
people and these business companies 
seem to be more efficient at lobbying 
hon. Members of Parliament than 
even the Minister himself. When 
here we are saying to the Minister 
that we are here to strengthen your 
hands, in the demands that you might 
make on the Planning Commission 
and in the demands that you might 
make on the Finance Ministry, he 
seems to have made some wishy-
washy and milk-and-water-speech, 
'Yes, this can be done, but what can 
I do? This js what happened when I 
went here, and that is what happened 
when I ·went there.' And of course, 
he does smile on very nicely, as Shri 

Jaipal Singh has said while Stanvac 
in the last week has ' been lobbying 
Members of Parliament from the 
moment this resolution has been made 
known in the press. We got from 
Stanvacs a beautifully brought out 
four-page whatever-one-likes-to-
call-it, in which Stanvacs pat them-
selves upon their back, and here is an 
advertisement which reaches the 
Members of Parliament far more ef!l-
ciently than even the answers that 
the Ministry sometimes tries to give. 

For instance, this is what Stanvac 
is trying to tell us: 

"In the last five years Standard-
Vacuum's total profits have been 
less than the amount invested and 
further sums had to be brought in 
from overseas to meet the require-
ments." 

am not sure whether it is a 
sionary society or Stanvacs. 
further sey: 

mis-
They 

"In effect, no profits had been re-
mitted overseas by Stanvac in the 
last five years.". 

Apparently, it is a philanthroplc 
society that we have here. Further, 
they say: 

"See in this context, the concept 
of profit becomes a little different 
from what is usually understood." 

And then, they go on to argue. And 
today, we find that this is really pre-
paring the ground for the sell-out 
that the Government are making to 
pul1 across us. That is, the Stanvacs. 
having done or rather having not 
done anything in West Bengal, now 
want to creep in into Rajasthan. And 
we hear that they have also been 
telling their employees that they 
should be ready to go to Rajasthan. 
Therefore, I would like to know what 
Government's policy is in this regards. 

Is .the question of exploration of 
oil, the question of the refining of oil 
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and the distribution of oil going to be 
in the public sector under the control 
of Government wholly or in agree-
ment with some companY, with the 
major part of the shares being in 
Government hands, or is it that in the 
name of the shortage of foreign ex-
change, in the name of the difficulties 
that we are facing, namely that re-
sources are not available, even though 
people like Shri Vidya Charan Shukla 
are there ready to help in the matter 
of resources, with this argument in 
hand, we are going to have the 
foreign sector creep in into the oil in-
dustry more and more instead of the 
national sector spreading out? 

Apart from this, there are also other 
aspects of the Ministry to which I 
would like to draw attention. For 
instance about the Oil and Natural 
Gas cor::.mission, we have often point-
ed out on the floor of the House the 
necessity for overhauling the whole 
set up of this. It is not only we who 
say it, but willy-nilly, the cat was out 
of the bag when the Prime Minister 
visited Cambay. There, in the wel-
come address given to him, it was 
stated: 

"Our administrative and financial 
pr<:>cedure are hedged in by rules, 
regulations and formalities, which 
do not fit into the requirements of 
peculiar work like oil exploration. 
These rules and regulations, there-
fore, should be modified and per-
fected with a view to handling risky 
decisions so that we can maintain 
the continuity of our operation. We 
are trying to fit ourselves into the 
existing pattern of administrative 
limitations ·a~ much as we can but 
we do hope that the efforts of our 
Chairman will succeed in relaxing 
some of the formalities of purchas-
ing and other difficulties so that our 
planning could be made flexible and 
made easier.". 

This is again a question on which 
We want the House to be taken into 
confidence. What is it that has been 
holding up? What is it that has been 
referred to in this welcome address 

saying that there is not suftlcient flex-
ibilily in the matter of purchase and 
in the matter of making further pro-
gress, when certain discoveries have 
been U1ere? We find that we are not 
told what the policy in regard to pur-
chase is? Would it not be advisable, 
as far as possible, to see to it that the 
machinery that is being imported for 
our oil indm;try is imported as far as 
possible from one country, because we 
know that this is intricate machinery, 
it costs us crores of rupees, and then 
once we have imported it, we have to 
get the spare parts, and for develop-
ing, we have to develop on the very 
base that is already laid, and we can-
not keep jumping from one place to 
another? What is the policy with 
regard to purchases? What is the 
system that we are going to foll.ow? 
That is another matter that has to bl! 
cleared by the hon. Minister. 

Lastly, I cannot but, on behalf of 
my Group, pay a tribute to the work 
that has been carried on by our tech-
nicians in the Cambay a.-ea, particu-
larly as the hon. Minister himself has 
indicated during the budget session 
how the work there is being carried 
on in such a manner that they are 
promising quicker and quicker results. 
We know also the great difficulties 
under which these technicians work, 
because, as has already been referred 
to on the floor of the House, the ser-
vice conditions that they have, the 
remunerations that even the top 
technicians in the Cambay area are 
given are certainly not such that you 
can say that they are going there 
because they have got well-paid jobs, 
or because they are going to some 
comfortable work. It is against great 
odds that they are working, but I 
would appeal that in the name of 
economy, in the name of austerity, it 
should not be those technicians who 
are doing such magnificent work whc 
should be given the lower scale of 
salary which they are now being 
given. We know very w~n how well-
paid are the technicians of a similar 
rank and with similar quali'1cations in 
the private sector. I do not say that 
we should go to that very extent. We 
know why they do it, and we know 
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what the purpose behind it is. But 
the fact remains that the work that 
they do is so highly technical, the re-
sults that they have produced are so 
highly beneficial that it is something 
that has to be shown appreciation. 
Certainly, we do not want our tech-
nicians and our people who are there 
employed in the public sector to feel 
that their welfare is being neglected. 
Therefore, I would appeal to the 
M"'mister that the demands and the 
difficulties of our technicians and of 
our employees in the public sector 
need improvement, and should he 
looked into. 

Finally, in concluding, just as Shri 
Jaipal Singh, gazing upon the hon. 
Minister remembered, was it, an Eng-
lish saying or a proverb, when I saw 
our Minister smiling so benignly on 
this House, as he always does, I was 
reminded of an article that he wrote, 
from which his smiling face comes 
on, as one reads the article. There, he 
says: 

"Oil is assuming more and more a 
fundamental importance in the 
evolving economy of our country. 
Elsewhere also, excepting one or 
two countries in the world, there is 
a tendency to switch from coal to 
oil and gas. Even when atomic 
energy is produced in abundance, 
and its economics proved to be 
within the reach of the country oil 
and gas will continue for dec~des 
and perhaps, more, to dominate a 
fuel role." 

Since he himself feels that and he 
has admitted it, I hope that he also 
as a Minister of Oil will dominate the 
Third Five Year Plan, and will be 
inspired by what we have seen around 
us in the world, and by what hap-
pened in Ceylon and in Cuba, and 
will remain true to these sentiments 
that he has expressed in this article. 

Shri Raghunath Singh: I want to 
8peak on the freight policy In regard 
to oil. Nobody has spoken so far on 
the freight policy. 

Shri Raghunath Singh (Vranasi): 
Nobody has spoken so far on freight. 
I want to speak on that aspect. 

Mr. Speaker: Every one can speak 
on that. I will call one hon. Mem her 
from the PSP. They must decide 
whether it is to be Shri Hem Barua 
or Shri Rajendra Singh. 

Shri Raghunath Singh: I want five 
minutes only. 

Shri Barish Chandra Mathur: 
want less than 10 minutes. 

Shri Joachim Alva (Kanara): 
Kindly extend the debate to 6.30. P.M. 

Mr. Speaker: It so happens that we 
have got a half-an-hour discussion 
today at 6 P.M. I am told the hon. 
Minister wants 45 minutes. So with 
the time available, whom am I to 
call. 

Shri Barish Chandra Mathur: We 
have got certain very important points 
to make which are not at all covered 
by any Member. It is a very import-
ant Resolution. The half-hour dis-
cussion could be switched on to day 
after tomorrow. 

Shri Raghunath Singh: It is a very 
important question regarding foreign 
exchange; it cannot be postponed. 
Why should it be postponed? 

Mr. Speaker: Then he will not have 
five minutes now. We will have the 
half-an-hour discussion on some other 
day. I will call the hon. Minister at 
6 P.M. Meanwhile, I will try to give 
opportunity to as many Members as 
possible. 

Shri K. D. Malaviya: I was to be 
called at quarter to six. 

The Minister of State in the Minis-
try of Transport and Communications 
(Shri Raj Bahadur): So what about 
the half-hour discussion, Sir'/ 

Mr. Speaker: It will stand over of 
some other day, day after tomorrow. 
Tomorrow we have got another di1-
cussion. 
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Shri Raghunath Singh: All right. 

Shri Rajendra Singh: In spite of 
the fretting and fuming of the Minis-
ter of Fuel, the tact remains that the 
achievement and the performance of 
this Ministry is extremely disappoint-
ini;. Petroleum as a source of power 
and energy to us and to the rest of the 
world, is a thing on which modern in-
dustrial civilisation has to depend to 
an extent which is unparallelled in 
the history of mankind. Even today, 
the development that we envisage in 
the industrial life depends largely on 
increasing production of petroleum 
and, we could not be able to do what 
we should have done. 

If in the course of the Third Five 
Year Plan the picture remains the 
same as has been given in the Draft 
Outline, then we will have to import 
to the tune of over Rs. 200 crores 
worth of crude oil and petroleum pro-
ducts every year, if the situation re-
mains the same. That would be a 
great drain on our already poor re-
sources. Therefore, when we, in the 
light of this fact, judge the perform-
ance of the Oil and Natural Gas 
Commission, we find that the results 
have been exceedingly disappointing. 

It is said that we have to explore 
and prospect an area of 6 lakh square 
miles, of which we could not be able 
1o do more than a few thousand 
square miles. At this rate of pro-
gress, even after a century, we will 
be nowhere in tapping the possible 
petroleum reserves in our country. It 
is said that all the prospecting, ex-
ploration, extraction, distillation and 
distribution should be in the public 
sector. So far as the expan-
sion of the public sector is 
concerned, neither I as a so-
cialist nor for that matter anybody 
who calls himself a socialist, can have 
any dispute on that point. But the 
fact remains that we cannot be doc-
trinaire on this point; we cannot be so 
hide-bound as not to look at the re-
sults but only at certain ideology. I 
am told that if those parties who were 

willing, who are willing and who 
would be willing to explore, prospect 
and extract oil, could be given certain 
reasonable basis to work, we would 
achieve qu'.cker results and could save 
much-needed foreign exchange re-
sources. I had a talk with the hon. 
Minister a few minutes before and I 
told him that if with a chequered con-
trol system we worked, that is to say, 
there is a private party at one stage, 
public sector at the other end, again at 
the ',bird point there is the private sec-
tor and so on, we could work it; if the 
private sector is given only licence to 
explore and to extract but not to re-
fine oil, we would be absolutely in con-
trol of the situation and the private 
sector would not become strong enough 
to dominate us and to control the 
price. 

Therefore, this is an extremely op-
portune moment, opportune from every 
viewpoint. I do not distinguish in this 
regard very much between a foreign 
party and an indigenous party; any 
party which is willing to invest in 
prospecting or in exploration or in 
extraction should be given to work on 
a ba.>is which is so well designed that 
they could be controlled from the be· 
ginnmg to the end. An element ol 
elasticity in our approach to the pro· 
blem has to be provided so that we 
can have some quicker results than 
what we have so far achieved. 

Sbri K. D. Malaviya: May I inform 
the hon. Member that expert opinion 
is that top-ranking oil explorers are 
most reluctant to come to any country 
where they are only given the right 
to explore and produce crude oil; 
unless they have the right to refine 
and distribute, they consider them· 
selves to be most unhappy. 

Shri Rajendra Singh: As far as my 
information goes, with the cold war 
entering the field of petroleum and 
with the emergence of Sahara a• a 
reserve of oil, the picture is going to 
change very fast. Also the pol'tical 
situation in the Middle East points to 
a possibility that the old parties which 
are there may be driven away and 
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they have to go to other countries. 
am talking of an eventuality. 

Shri K. D. Malaviya: Future. 

Shri Rajendra Singh: That eventua-
lity is not very far. It is going to 
come soon, much sooner than what we 
expect. Of course, the right of refin-
ing and distribution must not be given 
to them. Subject to that, if there is 
any scope to make our present policy 
a little bit elastic and invite them to 
explore and prospect, steps should be 
taken to get them. 

Shri Hem Barua (Gauhati): The 
hon. Minister said just now that no 
foreign party would be interested in 
doing the job of exploration unless 
they are given the right to refine the 
oil. But very recently an offer was 
made by the U.S.S.R. to p,.kistan. It 
was hanging fire for 2! years. Now, 
they have decided to accept that offer. 
The U.S.S.R. has stepped into Pakis-
tan to explore oil. Also the U.S.S.R. 
has not demanded the right of refining. 

Shri Rajendra Singh: Under the 
enlightenment of the information given 
by my hon. friend, the Minister might 
act to the advantage of the country. 

Then the question is about the attri-
butes of petroleum. Petroleum has 
certain peculiar attributes of trans-
portability and high concentration of 
power. So the industrialisation that 
we envisage would naturally depend 
very largely on the increasing produc-
tion that we can have in this country 
of petroleum. These attributes were 
also the factors responsible for the 
birth and emergency of the big, carte-
lism all over the world. But now new 
factors have emerged. Russia has come 
into the field; maybe it is not for com-
mercial purposes but just for seeking 
to export certain political ideology. 
Then again, because of the efforts of 
~talian magnates and the discovery of 
oil in Sahara and especially in Tunis, 
Morocca and Algeria, the situation has 
completely chanfed. · 

Here also in our country, my re-
ports are that if wide-scale prospect-
ing is done, there is no reason why we 
cannot str:ke oil which we need today. 

I think during the last sesson a 
most disgusting thing appeared. A 
news-item appeared that Russia had 
struck a deal with a private firm in 
this country for the supply of petro-
leum products--crude oil. My friends 
on the other side talk of the public 
sector. They go on talking about it to 
the point of idealisation. I do not 
idealise. But, when Russia, which is a 
champion of the public sector, a cham-
pion of socialism and communism, was 
dealing w:th a private Indian firm, did 
they not realise that Russia was doing 
something which is utterly anti-socia-
list. Where was the Government sitting 
when Soviet Russia was dealing with 
a private firm? 

Today I am told that Governmem 
has entered into a deal with Russia. 
Out of that Government is thinking of 
giving some part-the petroleum pro-
ducts-to the Hindustan organiser. 
What is this? You have found a com-
pany which shall be responsible for 
the distribution of petroleum in our 
country that is owned by Government. 
Now Russia is willing to offer crude 
oil and petroleum to this country, as a 
socialist it behoves the Minister to see 
that the distribution of the oil products 
that we would be importing from 
Russia shall be done through the pub-
lic sector only. 

The most important point is that 
Russ· a has made--as Shri Jaipal Singh 
has bi"ought it out-an offer of crude 
oil. I would be most happy and it 
would be to the credit of Soviet 
Russia and the friendship that we have 
with them if Russia would come out 
with help to give a refinery somewhere 
on the coastal line so that .... 

An Hon. Member: Cochin. 

Shri Rajendra Singh: I do not mean 
Cochin. I am not prov;ncial minded. 

An Hon. Member: Why not near 
your province? (Interruptions). 
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Shri Rajendra Singh: Here are two 
friends quarrelling. Bengalis and 
Assamese are fightine. The Biharis 
do not fight. 

Mr. Speaker: One minut" is lost. 
(Interruptions.) 

Shri Rajendra Singh: If Russia is 
really s:ncere or if it does not have 
anything other than the commercial 
viewpoint or the desire to help our 
country so that we could be free from 
the international oil cartels, then 
Russia would be judged by her wil-
lingness to give us a refinery. I had a 
talk with some Russians; and I think 
they are willing to come out with help 
if the Ministry moves in this matter. 

There is one more point. After 
having said that I will resume m_y 
seat. Russia will be selling petroleum 
products on a rupee basis. Out of that 
rupee fund which Russia would be 
creating in this country, she would be 
making some purchases. We have cer-
tain items which we export outs:de the 
Soviet zone, I mean the socialist coun-
try zones and certain items which we 
export to socialist country zones. If 
Russia enters our market to purch~e 
those things which we are exporting t,o 
England or America, to that extent, 
our export business would be demag-
ed. Therefore, through you and 
through this M'nistry, I want to tell 
the Commerce and Industry Ministry 
that the items that we are exporting 
to Soviet Russia and other Soviet 
countries should be produced in in-
creasing volume so that the Fund that 
would be created here by our pur-
chasing petroleum products could be 
utilised towards purchasing those items 
only which we are export;ng to th" 
Soviet countries so that our existing 
pattern of international export and 
import is not disturbed. 
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An Hon. Member: Is all this rele-
vant'! 

Shri Raghunath Singh: So far as 
the policy of Government about freighi 
is concerned, freight is included in the 
import of crude oil. 

'nle Minister of Transport and Com-
municaptlons (Dr. P. Subbarayan): 
Why have you gone to English now? 
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Shri Barish Chandra Mathur: Mr, 
Speaker, the other day when a spate 
of questions were asked about the 
Russian offer for the import of crude 
oil and the impact it was likely to 
have on our prices, we had nothing 
but cleverly given evasive answers and 
never in this House were more evasive 
answers given. I am very happy that 
this discussion has been raised today 
and I hope the hon. Minister will take 
note of the feelings in this House and 
make a clear reply to the questions 
asked here. 

I do not propose to !ll<lke any long 
speech but I will develop a few points 
and expect the hon. Minister to give a 
concrete and specific answer to the 
questions which I am raising. It is not 
only that this Russian offer has come 
for the supply of crude oil at a 
cheaper ra·te. If the hon. Minister re-
members more than two years back, l 
sent to him a note that we should get 
crude o'l at much oheaper rates. It ill 
not only Russia that is prepared to 
give us crude oil at a cheaper rate. 
There is a consortium of companies 
even on the Continent and if we had 
a free play of competition it would be 
prepared to supply crude oil at a much 
cheaper rate. Now possibly because 
the Ministry is bound hand and foot, 
they find themselves in a strange diffi-
culty, Let us not blame then that 
Russ a has certain ulterior political 
motives in making this offer or that 
it is blackmailing these companies by 
making these offers. We have got con-
crete evidence in our possession that 
crude oil could be got at a much 
cheaper rate than we are getting at 
present only if there was a free com-
petition. But unfortunately, it :s not 
there, It is also obvious from the fact 
that these very companie,q are prepar-
ed to cut down their prices. It should 
leave nobody in doubt that there had 
been a large margin of profiteering in 
this, So far as the Russian offer ill 
concerned, I ·think the Minister pos-
sibly, 'n his own way, is taking ad-
vantage of this offer to bring pressure 
upon these companies to bring down 
the prices. I do not know whether 
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this Russian offer is intended in a 
genuine way or it is not intended to be 
so. It is quite correct, as my hon. 
friend Shri Ja·pal Singh says that in 
Russia there is nothing which will 
determine the cost structure. They 
cannot de'.ermine the cost structure. 
Even when they submit tenders for 
various machineries and other things, 
they say that they have not a perfect 
system of cost structure and they say: 
you take it for whatever is its reason-
able market value. There is a lot of 
force in what he says. There was a 
certain other information which was 
somehow put in the papers which in-
dicated that the Russian offer to India 
was at a rate cheaper than the rate 
available even to their own East 
European countries on the Continent. 
They were wanting to g:ve this crude 
oil at a rate much cheaper than the 
rate at which they were supplying to 
their own associates like Poland, 
Czechoslovakia, etc. That definitely 
rouses certain suspicions that even 
though they wanted to help us, there 
was a certain intention to hit these 
comp:mies. But we are not concerned 
with it now. I am clear in my mind 
that the crude oil could be got cheaper 
and we should now take steps so that 
we may not find ourselves tied hand 
and foot in the hands of these com-
panies. I would like the hon. Minis-
ter to tell us the rate of this Russian 
offer, whether it is really cheaper than 
the rates at which it is supplied to 
East European countries and if we 
accept th's offer what its impact would 
be. 

We cannot overemphasise the im-
portance of oil exploration. We are in 
an absolutely miserable condition. Ac-
<:ording to most conservative estimates 
our present consumption is 6· 28 mil-
lion tons and during the Third Plan 
period, it w:ll rise to 10 million tons. 
The Joint Secretary of the Ministry of 
Mines and Oil might have given 14 

·million tons which runs counter to 
what has been stated in the Second 
Plan and he would have done well to 
stick to the estimates which have been 
accep~ed in the ·Second Plan. Be that 
as it may, the fact is that our per-
formance has been extremely poor 

941 (Ai(LS-9. 

Now, we have already proved that at 
Naharkot'a, on a business basis crude 
oil ccmld be exploited and 2 · 75 million 
tons is expected at the end of the 
Third Plan. We have lost seven valu-
able years in this matter without 
doing really any substantial work. 
Really much more could have been 
done and if the hon. Minister expects 
us to support the public sector it will 
have to give a better perfo~ance. 
There · s the least doubt about it. 

It is unfortunate that I have to make 
a complaint further that the same un-
fortunate story is being repeated in 
Jaisalmer. For three years, I think my 
hon. friend has almost suspended the 
activities there when we were almost 
certain that there was a great possi-
bility and potentiality in that area. I 
th nk the S'.andard Vacuum Oil Com-
pany was mentioned to offer the ex-
ploration of oil here in this area of 
Jaisalmer. I am mentioning this be-
cause the STANVAC is absolutely a 
business company and it would take 
care of every pie and it would not 
make this offer to go to Jaisalmer and 
explore oil there had there not been a 
clear ind cation of success there and 
had there not been some assurance for 
them that a Jot could be done there. 
My hon. friend has been doing abso-
lutely nothing. Questions were asked 
in this House as to why steps were not 
taken in this regard. Sometimes we 
are told that the place is very hot or 
water is not available. It looks as 
though these answers convince no-
body. I understand that the STANVAC 
is not able to utilise its equipment in 
West Bengal. Let the hon. Minister 
take that equipment if he wants to 
go ahead in t·he public sector. The 
public sector cannot be permitted to 
pursue a policy of dog in the manger. 
It must give a better performance. I 
have always supported the public sec-
tor and I wish the public sector to go 
ahead but if it is to go ahead j,\ must 
give a better performance. 

Now. I will pass on to another im-
portant point. In this Five Year Plan, 
another important factor has been 
mentioned in the Plan. It is stated in 
the Plan that appropriate fiscal mea-
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sures which will retard the growth of 
consumption of high-speed diesel oil 
had been taken to some extent this 
year. They want to pursue that policy 
by fiscal and monetary measures and 
want to discourage dieset:sation. I 
would like to invite \he attention of 
my hon. friends to what has appeared 
in today's papers. The National Coun-
cil of Applied Economic Research of 
which Dr. P. S. Lokanathan is the 
Chairman had made clear studies and 
in a very strong article had recom-
mended to the Government that this 
dieselisation must be encouraged. It 
is a very wrong policy that is being 
pursued by the Government. It has 
been stated that the Five Year Plan 
must be reversed. I would like to 
know whether Government has given 
any attention to it. That was my firm 
conviction that the Government was 
going to discourage a very efficient 
method of fuel and road transport. I 
made the same point in the Budget 
speech also but then I was not equip-
ped with this study that has appeared 
today, which is in full support of what 
I had stated and I hope the hon. Min-
ister will take a clear note of the 
entire situation and let us know what 
he proposed to do in the matter. 

Now, Sir, that I mentioned about 
J aisalmer, I would like to stress one 
more po'nt. I stress that point from 
the all-India context. It is not a ques-
tion of regional development. Apart 
from that, apart from its importance 
as an all-India point, it has a great 
bear ng on the future development of 
Rajasthan. As you know there is very 
little scope for hydel power in Rajas-
than. So far as steam power is con-
cerned, we are so removed from coal-
fields that steam power is also a great 
difficulty. If we had gone through 
this and if we could have got this gas, 
it is very likely and very possible that 
it would have completely changed the 
face of Rajasthan. Moreover, genera-
tion of power through gas is rather 
cheaper than even the power generated 
from coal. Rajasthan has been com-
pletely starved so far as development 
of electricity is concerned. Though 

we had all these geographical diffi-
culties, here was a golden opportunity. 
I wish the hon. Minister to take note 
of this fact. Where is it that we want 
this particular development to take 
place? Where you are taking your 
Rajastha!1 Canal, the entire area will 
be developed, so many townships will 
come up. From where will they get 
eleciricity? Here is a golden opportu-
ni1y. Here is a potential source, which 
has been so strongly advocated even 
by the private sector. 

I do hope that the hon. Minister will 
give us some convinc:ng reply as to. 
what his atti~ude towards this source 
is, towards this particular area is. 
what his attitude towards diese!isation 
is and what steps he proposes to take 
to accelerate the pace of oil explora-
tion. Let them not believe in their 
own wisdom and be immune to all 
sorts of criticism that is offered in this 
House, but ihat has been, unfortunate-.. 
ly, our experience in the past. 

Shri J'oaahim Alva: Sir, once we· 
were slaves of the British Raj, now 
we are the hand-maids of an empire 
of oil stretching from Texas to Tokyo 
via Kuwait and Abadan. Six powers 
are trying to grab the oil of the Mid-
dle-East, hut the British and the 
Americans have got away with it. The 
Japanese, the French, the Dutch and 
the others are all exploit,ing in these 
oilfieWs. However, the war between 
the British and American powers 
reached such an extent that they were· 
compelled to come to an agreement in 
September, 1941i devilding the spheres 
of exploitation. We, Sir; having been. 
caught up in th.is web; have not been 
able to get out of it. 

But, thanks to the dynamic policy 
of the Prime Minister ill' drawing up 
three great Plans, we have been able 
to have at last some outlines of a firm 
oil polky. The inspiration has been 
of the present Minister of Oil. He has 
been able to do not very much for us,. 
not as much as he wants to do for us. 
but within the framework of the Min-
istry of Mines and Oil and also per-
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haps with the help coming from the 
Ministry of Steel, he has been able 
to do something. 

We had to start from scratch with 
our independence minus all our eco-
nomic power and strength. Today we 
are able at least to look up with these 
three oil companies standing like an 
emp:re over us with three leg drives-
the ca:tex the Standard Vacuum Oil 
and the B~n:nah-Shell. The Burmah-
Shell along with the Dutch Company 
is the largest foreign company in the 
world. The Royal Dutch Firm in which 
the British and the Dutch are com-
bined together, are the largest com-
pany in the world with their eight 
million dollars ....... . 

An Hon. Member: We know all 
this. 

Shri Joachim Alva: I have known 
it :ong ago but no speaker brought 
out the patent facts. Why I am saying 
th's is, we are all victims in that big 
empire, in that big rampage. Unfor-
tunately. the only discordant voice in 
this debate was that of Shri Jaipal 
Singh. I wish Shri Jaipal Singh had 
stayed here at least to hear the hon. 
Minister, Shri Braj Raj Singh struck 
another voice altogether. At least he 
said that he was not satisfied with 
what was being done. 

Sir, we are in a very awkward posi-
tion today. It is like a jilted lover 
who is afraid to strike but who wants 
to wound. We cannot straightaway 
expropriate these companies nor can 
we nationalise these companies. Are 
we in a position to do it five years 
hence? From a concrete and practical 
point of view I will say an emphatic 
.. no'. There was an agreement arrived 
at in 1952 with 25 years to run. Sup-
posing it runs only for 13 years, can 
we stop it? We cannot do it. I hope 
this House, under this Government or 
any other government, ten years 
he'.lce will not wait for the year 
1977 when the 25 years period of the 
agreement will expire, and it will at 

least by 1970 be able to lay down a 
firm dynamic policy, a policy by which 
if the companies do not know how to 
yield gracefully with the onward rush 
of time at least the then Government 
will be able to enforce a policy which 
will be suited to the dignity and self-
respect of India. 

Sir, it is no use saying like Shri 
Jaipal Singh that Soviet Russia has 
done this and done that. If the iroll_ 
curtain has been smashed in Pakistan, 
if a military dominated SEATO coun-
try like Pakistan has opened its doors 
and asked the USSR to go in and solve 
its oil problems, we with our talk o! 
co-existence and panchshee!-wher-
ever we go we try to take the best 
from anybody---Should benefit in a bet-
ter way. The Russian offer today has 
benefited the underdeveloped and 
under-committed world. The under-
committed and under-developed world 
has definitely been benefited by the 
Russian offer of oil to India and the 
companies have been compelled to 
reduce the prices which 0H1erwise 
they would not have done. 

Sir, the late President Roosevelt 
fought very hard for Indian indepen-
dence with Mr. Churchil in a number 
of international conferences, but it 
was the voice of Molotov at the San 
Francisco Conference that brought 
Indian freedom nearer us, and there-
after the B"itish could not look back. 
There are hard facts and it is no use 
under-estimating or over-estimating 
anybody. 

As I asked, are we in a position to 
nationalise the oil companies today? 
We have not got the guts, we have 
not got the strength. Situated as we 
are, taking enormous foreign exchange 
facilities from every country here and 
there, we are unable to do that, and 
if in the next ten years we are not 
able to do that then we shall indeed 
be a weak nation and not a nation of 
strength that can remove the wrong 
principles out of a policy thrust by 
fore' gn companies who will still then 
sit entrenched on our backs. 
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We are not like Cuba. We appre-

ciate Cuba's enormous dilficulties, but 
a little island exists standing up 
against the huge physical giant like 
the United States of America. We can-
not say anything about Cuba. We are 
neither in the position of Cuba nor are 
we in the position of other countries, 
like Mossadiq's Iran. We are in a 
peculiar position. Therefore, the oil 
policy enunciated by the Prime Min-
ister and fulfilled by this Ministry is 
indeed the right and correct policy, but 
in that policy also we have to be warn-
ed and inspired by examples abroad. 

18 hrs. 

I was in Rumania Rumania is a 
small country. Rumania ranks amongst 
half a dozen countries in the world in 
regard to production of oil. What hap-
pened to Rumania. Rumania is not 
even equal to two or three districts 
of Punjab. In 1948 the British and the 
Americans walked out and said: "We 
shall see how you are going to work 
your oilfields. We shall see how you 
are going to get your oil. We shall 
see how you get your oil drilling 
machines." Rumanians asked their 
next door neighbour, Russia. Russians 
came and collaborated. From three 
million tons their production of oil 
shot up to nearly 10 million tons and 
Rumania was in a position to offer 
oil to other countries including Egypt 
in the beginning_ 

The"e has also been a silver lining 
in this. Egypt has been able to pro-
duce 2~ million tons of oil-much more 
than us. It is a silver lining in the 
sense that even small Egypt, situated 
as it was under the suzerainty of the 
British, has been able to come out 
of the shell and say that it has been 
able to produce 2! million tons of oil. 

This is a peculiar position. The hon. 
Minister must see that he carries out 
the policy of -this House. He must see 
that no future oil exploitation shall be 
handled by any foreign private firm 
in years to come. We have had enough 
of foreign companies here, we have 

had enough of foreign enterprise here. 
So far as they are already here, they 
can carry on with it, do well and get 
along. In 1951 I raised the matter 
of 13 large foreign firms where we did 
not have enough Indians carrying 
Rs. 1,500 as salary. That position is 
very much changed today. Today, 
unfortunately, most Indian young men 
want to enter the foreign companies 
for emp:oyment. I want to ask the 
hon. Minister to enquire into the posi-
tion of our young men who want to 
take jobs in foreign firms and find 
out why they are not attracted to our 
own service. I do hope and trust and 
pray that he will make the oil sector 
of our Government as attractive as 
possible, though the hon. lady Member 
said that their work is very hard and 
difficult and we wish them well. But, 
all the same, the emoluments of the 
service and the conditions in the oil 
sector of our Government must be 
attractive to draw in our best men 
and to enable them to fulfil their am-
bitions and to make them national-
ists, and not make them say all the 
time, as some of our young men say 
so--"! want a job in any one of the 
three oil firms and not in any other." 
So, our Government's activities must 
be large enough, dynamic enough and 
vigorous enough to draw in the acti-
vities and ambitions and inspirations 
of our young men. 

Hence, I would urge upon the Gov-
ernment to see in the future that no 
foreign or Indian firm or enterprise 
or a consortium of foreign firms in 
conjunction to Indian firms, however, 
large and influential and strong they 
may be, exploit any oil resources in 
our country and whatever policy the 
foreign company might lay down and 
say, "we want this tract to be exploit-
ed for oil and make Indians our part-
ners." We must see such things do 
not happen, for, oil is money; oil 
oozes out money and when that money 
goes out in different pockets and even 
tempts us in Parliament-we are all 
human beings, and are not above 
temptation-what will happen? That 
is why oil exploitation will have to be 
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handled only by the Government and 
by public enterprise and it should not 
go into private hands. 

These are some of the points I want 
to press before you and, as I said, we 
must train up a number of our young 
men in this oil business. A day will 
come when the oil sector of the Gov-
ernment of India perhaps wili be the 
most powerful sector, perhaps yield-
ing more profits and yielding more 
income than from any other sector. 
What are the arguments put forward 
by the foreign companies? They say, 
"We·!, you do not enter this business. 
This business is very costly. You need 
more money. Even after you spend 
an enormous amount of money, you 
are not going to succeed." But these 
things are not going to stand in our 
way, They perhaps put these kinds 
of excuses naturally to defend their 
own position. But these things shall 
not come in our way. We have to 
spend a lot of money on drilling machi-
nery and thereafter perhaps we shall 
reach the millennium. 

There is one more point and I shall 
sit down. As I told you, I raised the 
matter of foreign firms ten years ago. 

Mr. Speaker: The hon. Member's 
time is up, 

Shri Joachhn Alva: I am finishing. 
I want the hon. Minister and his Min-
istry to see that in every branch of the 
oil exploitation, production and refin-
ing, Indians are associated. There are 
still some sectors in foreign oil com-
panies where Indians are not associat-
ed. Perhaps out of ten sectors there 
may be seven where Indians are asso-
ciated. I want the Minister today to 
take a survey, just as the Ministry of 
Commerce and Industry did, and find 
out whether there are enough Indians 
in all the sectors especially in the 
essential sector or sectors which per-
haps are marked confidential and are 
barred entry to Indians. Government 
must make a probe into this sector 
so that our young men may learn the 
hard job and even the most important 

jobs of oil drilling and oil refining and 
we may be ready to take over when 
the time comes. As I .told you, the 
time is not ready. We shall have to 
look forward for one more decade, at 
the end of which perhaps we shall 
be ready to run an independent con-
cern of oil for the whole of India. 

Shri Braj Raj Singh: May I put one 
question? I want to know whether tlie 
Government are prepared to learn a 
lesson from Cuba and teach the same 
lesson to foreign companies operating 
in India, and whether in the alterna-
tive---if they are not prepared to do 
so-they are prepared at least to take 
steps to get the agreements with the 
foreign oil companies amended in the 
national interests of the country and 
especially for the sake of security of 
the country and also whether .... 

Mr. Speaker: These are suggestions. 
No Minister can answer. The hon. 
Minister will certainly answer if there 
is a revolution like that of Cuba. 

Shri Braj Raj Singh: There is no 
revolution. I want to ask him whe-
ther .... 

Mr. Speaker: what is the good of 
comparing Cuba with us? Independ-
ently, the hon. Member may say that 
immediately oil business should be 
nationalised; then I have no objection. 

Shri K. D. Malaviya: Mr. Speaker, 
within the short time available and 
on the occasion on which this question 
has been raised, I do not think it 
would be possible for me to deal with 
this question of oil in all its aspects, 
much less the comprehensive way in 
which the policy of the Government 
of India is being implemented today. 
I would be very happy to deal with 
all these questions if any other occa-
sion is created for this. This occa-
sion has been specially specified in res-
pect of the proposed import of crude 
oil from the USSR, and in this regard, 
the Mover of the resolution wanted 
to discuss certain aspects of oil policy. 

The House will remember that I 
replied to a question in this connection 
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in the Lok Sabha on the 8th August. 
Regarding the proposal ·to import 
crude oil from USSR, I informed the 
House that the existing refineries had 
declined to accept the Soviet crude 
on the ground that they were com-
mitted to their own suppliers. I also 
conveyed to the House the disabilities 
of the Government owing to the 
clauses of the existing refinery agree-
ments which give the refineries the 
right to choose their own sources of 
supply. I further informed the House 
that while declining to use the Soviet 
crude, the oil cmnpanies had them-
selves offered to reduce to some extent 
the price of their own crude oil sup-
plies. The implication of the offer of 
reduction in price of the crude oil was 
examined and, in the meantime, with 
the posted price of supplies in the 
Persian Gulf immediately after, all 
the companies informed us that their 
offer of reduction in the price of crude 
oil by a particular rate indicated by 
them was temporarily withdrawn, as, 
owing to the fall in the posted price 
they had to reconsider the various im-
plications. Anyway, the offer was 
frozen temporarily. Soon after, per-
haps, in five or six or seven days' time, 
the whole matter was considered by 
them and they made the final offer of 
reduction in the price of crude oil 
taking into consideration the fall in the 
price indicated by the Persian Gulf 
quot~tion. Originally, the offer rough-
ly amounted to 71 per cent. There-
after, one of the oil companies increas-
ed it to about 12! per cent., and the 
others fc 110wed and, the uniform offer 
befor~ tl,e posted p,·ice fell, was aboui 
12t per cen ~. 

Later on, when the p03ted price 
fe'!. the offer was withdrawn and the 
oi1 l'('l°!"1f''.l'"'ies reduced their price-
reduction percentage from 12! per cent. 
to 7! per cent. because, according to 
them, perhaps the five per cent. reduc-
tion in respect of the fall in price was 
indicated by a fall in the posted price. 
So, in the totality of circumstances, 
the ciffer of reduction of the price of 
crude oil was more or less the same 

which was offered before the fall of 
the posted price. 

Today, the implication of all this is 
that there could be, roughly, a saving 
of foreign exchange of about Rs. 5l 
crores to Rs. 6 crores per year, and 
the allotment that will be made peri-
odically by the Government of India 
to the oil companies for the purchase 
of crude oil will take into considera-
tion the fact that five to six per cent. 
of foreign exchange will be less; that 
is, the foreign exchange to be allotted 
will be five to six per cent. less. 

With regard to the offer of the Soviet 
oil, I did not give any specific informa-
tion at that time, because I did not 
consider desirable to refer to the terms 
in any detail when the Government 
of India expressed its inability to pur-
chase crude oil from the Soviet side. 
I made it quite clear that the crude 
oil from the USSR was not needed 
because there was no refinery to refine 
it. As the House might be aware the 
oil explorers are a big organi,.;;,tion 
and they have arrangements for refin-
ing their oil and also distribution. 
There is an integrated organisation and 
refineries like the Bombay refineries 
are known as the 'tied refineries'. That 
is, the Burmah-Shell explorers will 
search for oil in some part of the coun-
try, produce the crude oil and sell it 
to a refinery of their own. According 
to the agreement to which we are all 
committed, the price that will govern 
the conditions of purchases by the re-
fineries will be the price that will be 
quoted by the Burmah-Shell through 
the posted price in the Persian Gulf. 
It is a fact that the price quoted in the 
Persian Gulf to the refineries in India 
was a price which was going on for 
about 18 months. 

The first fall in price occurred in 
February, 1959. Since then no offer 
of reduction of price of crude oil was 
made. It was only when the Soviet 
group offered oil at the port of Bombay 
;,, this free world market that the oil 
companies offered a reduction. It is 
also a fact that the same oil explorers 
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and producers of crude oil were offer-
ing discount on the posted price to all 
such refineries which were not known 
as the tied refineries and which were 
tunctic;ning as independent refineries 
in various countries in· Europe like the 
Scandinavian countries, Denmark, 
France and Italy. So, the advantage 
of discount was passed on to refineries 
which were not tied refineries, but 
tied refineries like ours had to pay at 
the rate of the posted price. 

This has got to be considered in the 
background of large investments. I 
am only referring very briefly and in 
an abstract way to the conditions as 
I see. I do not wish to add to the 
conditions as I see. I do not wish to 
add to the arguments or sentiments or 
:any future conditions I would like to 
be added on to this. This imposition 
of the posted price on the tied refiner-
ies has to be considered in the back-
ground that large investments were 
made by the Burmah-Shell and the 
Stanvac in 1952-53 when they agreed 
to come here and instal a refinery in 
<>rder to save a good part of foreign 
exchange. Government took all as-
pects into consideration prevailing at 
that time and agreed to the terms 
referred to in the agreement, which 
have been variously commented upon 
by the House. 

Subseque!lt to the fall in price of 
crude oil, the price of petroleum pro-
ducts also feil. Those facts were also 
taken into consideration. I would not 
like the House to go into those 
details. It is a compiicat2d matter, 
\\>·hat amount of money ... 

Shrl Rajendra Singh: Is it so com-
plicated for the House to understand? 

Shri K. D. Malaviya: The House is 
much more competent than a single 
;,.,r1ividual like me. But because of 
the "hart time available to me, I 
would not like to deal with those 
matters. I would only confine my 
remarks to the fact that the va·rious 
factors involved in the accounting of 
profits in the petroleum products and 
crude oil, between the oil explorers, 

producers, refiners aYld distributors 
must have all been taken into consi-
deration and ultimately a reduction of 
7! per cent. was oered to us after 
the rate fell in the posted prices. 

The Soviet offer was a bit more 
attractive no doubt. .. 

Shri Sinhasan Singh: The hon. 
Minister said that the offer of reduc-
tion was 12! per cent. before. the fall 
in price in the Persian Gulf and after 
the fall, they withheld the offer of 
reduction and said they were further 
considering it. When there was a 
further fall in the price in the Persian 
Gulf, how is it that their offer ...,f 
reduction has gone down from 12f: 
per cent. to 7~ per cent.? 

Shrl K. D. l\lalaviya: My hJ~L 

friend will follow what I say. There 
was no fall in the posted price when 
the first offer was made. The first 
offer was made on the price which 
had been continuing since February, 
1959. This offer of reduction was made 
perhaps after a few weeks before the 
posted price fell. When the posted 
price fell, then the offer was with-
drawn and adjustments were made. 
Perhaps the fall in posted price 
amounted to 5 per cent. Therefore, 
the balance of 7! per cent. was given 
to us. So, in a nut shell, 12! per 
cent. was offered as reductioYl. 

Shri Sinhasan Singh: When there 
was a fall in price in the Persian 
Gulf to ihe exteYlt of 5 per cent. they 
should give 5 per cent. more reduction 
to us. Why was it reduced from 12! 
to 7 P(':'° c:'~1 ~:~ 

Shri K. D. '.\labviya: It is very easy 
to understand. T>cause of that 5 per 
cent. fall in the posted price, the 12! 
per cent. reduction off?red earlier was 
reduced to 7! per cent. That 12! 
per ce:i1. ~:,~as a-pp~rently, manifestly, 
split up ;ntn 5 per cent. and 7! p~r 
cent. I hope it is clear and I will not 
dilate on it, because I have to deal 
with some other points. 

I do not wish to go into details a5 
to what should be done to persuade 



Motion re: AUGUST 29, 1960 Oil Polic11 

[Shri K. D. Malaviya] 
the oil companies to give us furl!-ter 
reduction. 

Shri Barish Chandra Mathur: Are 
you satisfied with the pre3ent re-
duction? 

Shri K. D. Malaviya: I am not satis-
fied with the present rate of reduc-
tion. I do hope that the oil com-
panies will reconsider very seriously 
the> entire conditions that prevail l'> 
day. In a few words, I would like to 
remind the House of the actual con-
ditions that have been prevailing since 
1951. For the first time in the world, 
international oil figures were compiled 
and the world was informed in 
1951-52 that about 340 million tons of 
crude oil was being produced. Some-
how or other this is my view that 
since then it was realised that there 
was more oil in the world than was 
perhaps likely to be consumed. Since 
then, therefore, a process of competi-
tion started within them. Now in 1959, 
the production has almost doubled. It 
is now 780 million tons and there is 
much more oil than what is being con-
sumed. This condition of glut in the 
production of oil is likely to continue 
for some more rtime. It has, therefore, 
a tendency to become a buyer's 
market. Therefore, there is no reason 
why every buyer should not get the 
advantage of getting oil at a very com-
petitive rate. It is our desit-e and it 
will be our effort to see today that 
we get the cheapest crude oil possible 
from those who have bound us to the 
refinery agreements. I do hope that 
our friends-the oil companies-will 
consider this matter very seriously 
and find out ways and means by 
which they will satisfy the refineries 
whioh have so fa" been called 'tied 
refineries' and ihe entire thinking in 
this respect will be revised bv them. 
I have been telling them, and i repeat 
it today in the House, to those who 
cry for a better price for the inter-
national oil industry that it is high 
time for those who ihave been holdi~g 
the monopoly of oil to radically 

change their approach. Unless they are 
conscious of the new and vastly 
changing conditions and the new im-
pact of necessities of those countries 
which are rising now, and whose eco-
nomies are now progressing, and un-
less they consider oil as a cosmopoli-
tan commodity whioh must be used 
to build up the economy of the coun-
try which has to be taken out of the 
morass if you want to keep control 
over it, I do not think the prospects 
would be very bright for oil industry 
and those who control it. 

Shri Braj Raj Singh: Suppose they 
do not change? W·hat will you ell? 

Shri K. D. Malaviya: I now come to 
certain other aspects which have a 
direct relation to the changed condi-
tions in our country. Now, my friends 
opposite perhaps gave me the impres-
sion that they believe there is no oil 
policy adopted by the Government of 
India. I totally deny it. I think they 
are the most uninformed people. If I 
may be allowed to say so, if they have 
not realised what the policy of the 
Government of India is. 

Shri Rajendra Singh: May I ask .. -

Mr. Speaker: I will give him an 
opportunity at the end. 

Shri K. D. Malaviya: Since 1956, t>he 
policy has been clearly declared that 
oil is in Schedule A, and it will be 
controlled by the Government and 
operated by the Government and 
initiated by the Government. Since 
then, no oil concession has been given 
to any authority which might have 
taken away the initiative of the Gov-
ernment and which can in any way 
be called as against public interest. 

Recently we have invited the oil 
interests from all over the world to 
come and join us in the search for oil 
provided they agree to fall generally 
within the pattern of the Industr;al 
Policy Resolution. As the House is 
aware. a few proposals have been 
received by us and it is the difficulty, 
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the intricate matter of negotiations 
that is perhaps delaying any conclu-
sions on the proposals made by various 
parties and the countcr,propo3als lhat 
have been made by us. 

Now there is one aspect which I 
would like to be noted by the House. 
When these prices have fallen ;n the 
Middle East countries it is said tilat 
those host countries which are pro-
ducing oil, where oil is produced, nre 
hit hard because their royalties are 
bound to go down if the income of the 
producing companies goes down. It is 
a fact that countries like Iran, Iraq 
and Saudi Arabia, which are the 
sources of supply of crude oil, may 
get less royalties as a result of fall 
in price of crude oil. Of course, \t is 
for them to deal with this matter, 
and I am quite sure they have ex-
perts, they have good relations with 
the oil companies, they are working 
for and will amicably settle the mat-
ter themselves. So far as we are 
concerned, it only reminds us that th.e 
agreement that has been entered into 
between the oil explorers and the host 
countries should be so elastic as to 
leave a margin and increased profit for 
such eventualities. For instance, if 
we have to depend only on royalties, 
then if the capacity for production 
falls, the income falls. Therefore, it 
is for us to devise how to increase our 
share of profit in the entire venture. 
Certain interests, important political 
and economic ones, have been 
throwing out a suggestion that en 
account of the offer of Soviet crude to 
India the Middle East countries are 
being hard hit. I do not think that 
the situation is like this. It is for 
those countries to pursue with their 
friends, the oil explorers to revise 
their terms to increase their share of 
profit so that their income might not 
go down. It is not my concern. But 
it reminds us that if we have to enter 
into an agreement on the so-called 
50: 50 basis, an agreement which is 
always thrown before us, it has to be 
taken with a pinch of salt. As I •aid 
once, and I repeat it, it will be most 
difficult to accept the general pattern 

of this 50: 50 arrangement, as has been 
offered, and which is still being offer-
ed, and not much improvement is 
being indicated by those who are 
anxious to come to an agreement. I 
want to assure the House that we want 
the assistance and co-operation of such 
experts who wish to come and join us 
in the search, but the national inte-
rest is a much more important thing 
and it has always to be before us 
while we examine these terms. 

So far as refining is concerned, it 
reminds us again and again that we 
should have as many refineries in the 
public sector as we can. It is our 
own national refineries which can con-
trol the economy of oil"and which can 
be ultimately responsible for the ex-
pansion of our economy, be it trans-
port, industry or anything. Therefore, 
the policy of the Government is to · 
have as many refineries in the public 
sector as possible. 

Coming to the question of oil ex-
ploration and the finances involved in 
it, I would like to submit that this 
story is being exaggerated, and I 
would like the House to note one or 
two very important features that are· 
facing us. In the next five years, per-
haps six years, even if there is no oil 
discovery in our country, we will have 
to spend about Rs. 600 crores to 700 · 
crores in importing crude and petro-
leum products for our present stan-
dard of economy. By the end of 1966 
we will have to spend about Rs. 700 
crores just. . . . 

Shrl Rajendra Singh: Annually? 

Shrl K. D. Malaviya: I am talking· 
of the totality, Rs. 7tO crores-Rs. 70 
cr6res, 80 crores, 90 crores, 130 crorea 
and so on. So, about Rs. 700 crores 
will have to be spent in importing' 
various petroleum products and also-
crude oil, which will have to be 
refined. This is the minimum sum 
which must be spent. Now, consider-
ing the background, our Ministry in 
the Government have been allotted a 
share of Rs. 115 shares for oil explo-
ration under the public sector, out of 
wthich Rs. 60 crores will be in foreign. 
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exchange. About Rs. 60 crores will be 
.available to us in foreign money, as 
. against Rs. 700 er ores that we are 
bound to spend in importing _petro-

_.]eum products and crude oil. We wi11 
. spend in about 7 to 8 months' time 
. about Rs. 55 crores to 60 crores in 
foreign money; for purchasing .petrol-
eum products and crude oil. Our 
Ministry is going to spend that amount 
in six years' time from now in order 
to produce, in order to make a serious 

•effort to search and _produce, about 
8 to 10 million tons of crude oil. This 
is not a staggering figure. This is not 
a figure which should be thrown at 

. us by the great experts in the field 
and arguments produced that India is 
lavishly spending and wasting all the 
foreign money which it needs and, 
therefore, they should hand over all 
oil fields to foreigners so that the -work 

·could be expedited and more oil could 
· be searched. 

I wilJ quote one instance which will 
· give you an idea as io what ls happen-
ing in Turkey. It reads: 

"A concise summary of explora-
tion activities is contained in a 
study made recently, at the invita-
tion of the Turkish Government, 
by Mr. J. Baur .... " 

He is a great oil expert of the OEEC. 

"which shows that at the encl of 
1959 ...... " 

It relates to the period from 1955 to 
1959---exactly the same period in 
which we functioned through the Oil 
and Natural Gas Commission. 

"about 20 concerns held 222 
concessions . ..... " 

20 international oil explorers held 222 
concessions. 

"out of a total of 243, the state 
concern, Turkish Petroleum, hold-
ing the remaining 21 concessions." 

Out of 1 hese 243 concessions, 21 were 

held by the Turkish Government and 
222 were held by the various inter-
national oil explorers. It says further 
that from its existing oil fields it pro-
duced oil from 45 pumping wells. 
Further-

"Exploration expenditure by all 
.companies during 1955-59 amount-
ed to $ 68 ·5 million, of which 10 
_per cent by Turkish Petroleum, 
and is continuing at a rate of more 
than $ 2 million a month .... Ex-
tensive use is made of contractors 
at all stages: for helicopter work, 
for geophysical survey, for drill-
ing and for various well servica; . 
Foreign specialists were employed 
to help draft the law and during 
the starting-up period and UN 
Technical Assistance experts are 
sometimes consullted; but the 
senior staff of the Petrol Dairesi 
the Government department which 
administers the 1954 Petroleum 
Act, are all qualified Turkish 
nationals." 

Even then they had to spend about 
$ 69 million and so far, they have not 
been able to find more than two small 
oil-fields. The only oil accumulation 
discovered in this period is by Ameri-
can Overseas at Kahta, about 200 kilo-
metres west of Raman. I am trying to 
make out that if we give awav all our 
oilfields to about 400 conces~ionai"cs 
and a3k them to spend double the 
amount that they have spent the neces-
sary conclusion should not be drawn 
that oil wi11 be discovered in this pe-
riod. Even after this we may have to 
spend Rs. 700 crores and we will have 
lacked a'I that self-confidence in our-
selves. 

As against this what we have done 
so far is this. We have spent about 
Rs. 20 crores ill' fhis five -years' t'me 
out of which Rs. 12 crores nave been 
invested in capital investment which 
is still lying there, and about Rs. 8 
crores to Rs. 9 crores must have been 
spent in operations. ·Perhaps it may 
be Rs. 10 crores, roughly speaking-I 
·am speaking from memory. We have 
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discovered an oilfield in Cambay and 
another in Ankleshwar. Ankleshwar 
is likely to prove, according to all 
expert opinion, a J;>etter oilfield than 
Cambay. A nucleus has started 
:roundabout which more and more 
oilfields may be discovered. 

Generally, this point should not be 
forgotten that it takes about four to 
live years between the first oil 
discovery and the actual production of 
oil. Never anywhere in the world on 
1ll1 average is less time taken between 
the first oil discovery and the actual 
production. So much has to be done. 

The first well which struck oil in 
India in the public sector was in the 
month of September, 1958. Please do 
not forget this that the first oil well 
was struck in September, 1958. 

An hon. Member: Where? 

Shri Rajendra Singh: In Cambay. 

Shri K. D. Malaviya: In Cambay. 
Now we are running in 1960. We 

have every hope that by the middle of 
the next year we shall start producing 
crude oil from Cambay. The first oil 
well in Ankleshwar gave us oil 
about three or four months' ago. We 
have a programme of drilling about 
30 +o 40 wells by neicot year. 

Now let me read out certain figures 
about Assam for which I have been 
criticised. It has been said that we 
delayed matters there and that if we 
had negotiated earlier, perhaps oil 
could have been available to us and 
a lot of foreign exchange could have 
been saved. The story is not so clear 
and easy for all of us to understand. 
When an oil concession is granted to a 
party, they start with making all sorts 
of arrangements. They take a couple 
of years to get set on the actual work 
-0f drilling. 

The prospecting licence for Assam 
-:was given in Jtine. JD54. The House 

will remember that the Assam Oil 
Company had been conducting work 
in that area since 1938. Then the 
War came in between and a m~rato­
rium was granted. Work was stop-
ped. They again started work in 1946. 
Some oil was discovered roundabout 
1950-51. Then they started drilling. 
The number of wells that were drilled 
up to 1st January, 1958 was 35. From 
1946 to 1st January, 1958 they drilled 
35 wells because in the very nature 
of things oil exploratory wells are 
very difficult to complete. Up-Io-
date they have drilled 72 wells. They 
are going to complete the requisite 
number of wells by next year which 
will produce and assure us a supply 
of 2:5 million or 2·6 million tons of 
oil for the two refineries at Gauhati 
and Nunmati. 

So, actually the work started in 
1946. -'Drilling operations were start-
ed in 1954 and by the end of this 
year they have done about 73 to 74 
wells. I do· fiot know how many will 
be dug next year. Perhaps they are 
much more skilled and experienced 
than we are and I hope tflat they will 
increase the number of wells and we 
shall get an assured supply of 2 ·5 
million tons. I am only trying to make 
out the point that in a few months' 
time you cannot discover and produce 
oil and pass it on or transport it, 
reline it and then say, "Look here, 
you have not been very quick in your 
work." The entire complexion of the 
work is such that from exploration 
to the refinery point it must take five 
to six years' time. We hope that by 
sheer dint of hard work, enthusiasm 
and the ability of our younger techni-
cians in the Oil and Natural Gas Com-
mission, we Shall save some good 
time. I am confident of tb.is. We '.lo T'.Ot 
talk about it because it is not proper 
anrJ gMd tO talk about f'JC 0.ChiPVe-
ments that the Oil and Natural Gas 
Commission is making. We only WP'1t 
to finich the work and then show the 
result to the House saying that in a 
record time we have done something 
for which the House has to be proud. 
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About the quantity of C-ambay and 

Ankleshwar oil I have to be vague. I 
still propose to continue to be vague 
on this account. I said last year that 
by the end of this year we shall be 
able to start planning for a medium-
sized refinery somewfi.ere in Gujarat-
in Cambay or Saurashtra or some-
where there. I stick to that promise 
given by me to the House, namely, 
that by the end of this year we shall 
start planning for a medium-sized 
refinery or perhaps a bigger one. Who 
knows? But whaf we propose to do 
is to start planning for a medium-
sized refinery, where to have it, how 
to ge"f the money and finances and all 
that. I am glad to inform the House 
that in the mean time our refineries at 
Bombay have agreed to refine the oil 
that we shall produce as trial produc-
tion. We propose to start trial pro-
duction sometime in the middle of 
next year and transport it to Bombav 
refinery so that it will refine it. In 
our refinery agreement there is a pro-
vision that they wi]] try their level 
best to process the oil that is produced 
ind:genously. So we hope that for 
some time oil that will be produced 
in Cambay and Ankleshwar will be 
refined at Bombay. In the mean time 
we are planning fast for our own re-
finery in Gujarat. Then we shall go 
ahead with our advance work. We 
are searching for oil roundabout there 
most intensively. As the House knows 
we are also searching for oil L~ 
Assam. We are also searching for oil 
in the foothills of the Himalayas. We 
were searching and are still searching 
for oil in the J aisalmer area. I admit 
that the tempo of the work in Jaisal-
mer has been slowed down somewhat. 
It is sheer disability of the Oil and 
Natural Gas Commission which has 
compelled us to go slow. And I plead 
guilty to my friend. I wish I could 
have gone faster. But to search for 
oil and gas in a desert region where 
there is no road, no water, no electri-
city, we have to spend five to six 
times more and take that risk. The 
idea and the strategy of the Oil and 
Natural Gas Commission was to 

spend as little and to discover as 
much as possible in a short time s<> 
as to create a prestige, to learn by 
ourselves and to prove to others that 
we have learnt something. I am glad 
to inform the House that same of the 
topmost International technicians, oil 
explorers, have paid high tributes to 
the young workers of the Oil and 
Natural Gas Commission. 

Shri Barish Chandra Mathur: And 
~uld you give us isome nope for 

Jaisalmer? 

Shri K. D. Malaviya: As I said in 
the earlier part of my speech, we are 
already examining various proposals 
for collaboration, with parties which 
may come from abroad and join us 
in this survey for oil either join 
us or do it in a way that it falls 
within the pattern of our Industrial 
Policy Resolution. There is some 
possibility of gas or oi1 being found 
in that region, but we cannot be sure. 
On the other side some gas has been 
found by the Standard Vacuum Oil 
Company, in Pakistan. The gas is 
reported to be not of a very good 
quality. Nevertheless, There is some 
quantity of gas. No one can say 
that the same structures are likely to 
extend to this side; but no one can 
say the other way also. It will be our 
very serious effort to examine the 
possibility of expediting the work of 
search for oil and gas in that area 
either by ourselves or through an 
independent source, foreign oil 
companies, if they want to come 
here and generally fall within the 
pattern of our policy. I hope bhat we 
will not take long to come to some 
sort of arrangement in this connection, 
whether this way or that way. 

With regard to the other aspects of 
oil, the totality of it, the House is 
aware that we have already embarked 
upon more activities than mere 
e:icploration and refining. We have 
now created a public distribution 
company, and we propose to hand 
over the retail distribution to co-
operatives in various states and to 
control the distribution of petroleum 
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products that we may import from 
other countries at cheaper rates. 
Government is determined to pursue 
the policy of procuring as cheap 
products-crude oil, petroleum pro-
ducts-as it can possibly get. I fer-
vently hope that the oil companies 
which have been co-operating with 
us for such a long time, and whose 
co-operation I welcome, will continue 
to examine this proposal of changing 
their conditions in this buyer's mar-
ket. This buyer's market is likely 
to continue for some time and there 
is no reason why India should not get 
the fullest advantage of it. 

With these words ..... . 

Shri Raghunath Singh: What about 
freight? 

Shri Barish Chandra Mathur: What 
about dieselisation? 

Shri K. D. Malaviya: With regard 
to dieselisation, I beg to differ from 
my friend who just quoted an expert 
of the National Council of Applied 
Economic Research. There is no doubt, 
it is admitted that the efficiency of 
diesel oils is better. But there are 
many allied questions. If we produce 
motor spirit, what shall we do with 
it? In a refinery it is absolutely cer-
tain that an equal quantity of motor 
spirit will be manufactured. If twenty 
tons of diesel oil is produced, then 
twenty tons of motor spirit is also bound 
to be produced-I am talking very 
vaguely; it may be 18, 19 or 21 tons. 
The problem that will face us is, what 
is to be done with the motor spirit 
that is likely to be produced in our 
refineries? We are going to increase 
our refineries. And as we increase 
our refineries, the quantity of motor 
spirit produced will increase. We are 
already surplus in motor spirit. We 
have to find a market for our motor 
spirit. When Nunmati and Barauni 
go into production and when the Cam-
bay refinery also goes into production 
we will have plenty of surplus motor 
spirit. That must be used, and the 
only better use is that we have to in-

crease road transport through this 
motor spirit in engines. 

Shri Barish Chandra Mathur: Have 
you read this report to which you are 
referring? They have dealt with all 
these questions. 

Shri K. D. Malaviya: Therefore the 
whole question of creating a pattern 
of transport system based on diesel 
and motor spirit has to be carefully 
thought of. Government is very acti-
vely engaged in this, both in the Com-
merce and Industry Ministry and in 
the Oil and Natural Gas Commission. 
We are actively considering the ques-
tion as to how best to dispose of all 
the products that we are likely to get. 
Some products we badly need-diesel, 
kerosene. There will be such a terri-
fic demand for diesel. Now we have 
to import diesel. If we go on dieselis-
ing our roads and using diesel engines, 
we must import more and more diesel. 
In order to do that we must 
find out foreign exchange. There-
fore, in this transitory period till we 
become self-sufficient in oil and can 
say confidently that we need not im-
port oil, in this five to fifteen years' 
time facing us, we have got to adjust 
our policy in such a way that there is 
no avoidable strain on our foreign 
exchange due to unnecessary import 
of products. Even if our efficiency 
has to decrease to a certain extent in 
order to save foreign exchange, there 
is no way out of it. We have to do it. 
We must find out some use for our 
motor spirit. All over the world motor 
spirit is in surplus. Nobody wants to 
purchase our motor spirit. Therefore 
we have to find a use for it. Our plan-
ning should be so adjusted that we 
need not be worried about the surplus 
that we produce in our refineries. 

Sir, there is nothing else which I 
need touch. 

Shri Raghunath Singh: Freight. 
Shri K. D. Malaviya: Freight is a 

very important question. Our objec-
tive is to have our own freighters so 
that we can save all the money which 
goes out. And it is for our sister 
Ministry, the Transport Ministry, and 
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they are actively considering it. I am 
told that some freighter has already 
been purchased, some more are being 
proposed, and I think that in the dis-
tant future we will be controlling the 
transport on sea also in some measure. 

With regard to the internal distri-
bution s)·stem I want to inform the 
House tlBt the Government are al-
ready considering very actively spre-
adi•ng a network of pipelines in order 
to relieve the Railways of the burden 
of transporting oil from place to place. 
It has been found out that it is the 
most economic way to transport oil by 
one pipeline from Bombay to Delhi, 
Barauni, Calcutta. We are now plan-
ning to spread a network of pipelines. 
We can only make a small beginning 
and we hope that in the near future, 
say in five or six years' time, we shall 
be able to have a network of pipelines. 
We have now our own pipes in the 
public sector. I have to remind the 
House that we sho.!J soon have pipes 
in the public sector. As soon as the 
Rourkela steel plates are available to 
us we will start fabricating pipes. We 
have already got it on our programme. 
The part of our crude oil transport 
pipeline from Nunmati to Barauni 
will be done by our own pipes, by the 
National Pipe Mills. And as soon as 
this programme is finished we will ex-
tend it, and we shall have more pipes 
and lay more pipes throughout the 
country for the economic distribution 
of our oil products. 

Shri D. C. Sharma: Good luck. 

Shri P. G. Deb: I am thankful to 
the hon. Minister of Mines and Oil for 
the long explanation that he has given 
to us, and I do not wish to add any-
thing now. I am also grateful to the 
hon. Members of the House for the in-
terest they have taken in this discus-
sion. 

Shri Rajendra Singh: The hon. Min-
ister has said that the hon. Members 
are not well informed in the matter of 
having adequate information about 
the oil policy of the Government. I 
would like to know, through you, Sir, 

from the Minister whether he or his 
Ministry has taken care to see that we 
are up to date in matters of oil policy 
and in everything that is going on in 
his Mi:mtry. 

Shri K. D. Malaviya: Yes, we are 
absolutely up to date, we are very up 
to date. 

Mr. Speaker: I will now put the 
Motion to the vote of the House. S(} 
far as the amendment is concerned. it 
is out of order for the reason, that 
there is no definite, comprehensive oil 
policy that has been set out by the 
Government of India? 

Shrimati Parvathi Krishnan: The 
Minister himself said that he could 
not do it. , - ,.,. "'" 

Mr. Speaker: The amendment is, 
therefore, out of order. I will put the 
Motion to the Vote of the House. 

Shri Barish Chandra Mathur: Why 
is this amendment out of order? The 
hon. Minister said clearly on the floor 
of the House that there is a definite 
policy of the Government. It would 
be unfortunate .... 

Shri Rajendra Singh: What is that 
definite policy? He has not explained 
it to us. 

Shri Barish Chandra Mathur: It 
would be a tragedy if the House does 
not understand that. 

Mr. Speaker: The Motion is that this 
House takes note of the oil policy of 
the Government of India with special 
reference to the import of crude oil 
from abroad. When I admitted this 
motion for discussion, the other day. 
the matter arose on a question as t(} 
the offer by Russia that they would 
sell oil cheap. Then, a number of 
questions were put as to why the hon. 
Minister was not able to persuade 
these companies to accept that oil and 
refine it and so on. This Motion is 
with special reference to the import 
of crude oil from abroad. The general 
policy relating to oil is not in question. 
The amendment is, "and approves of 
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the said policy". Whether it is policy 
with reference to import or the policy 
as a whole, that is not b.ere. Whenever 
on a policy matter the opinion of the 
House is asked, the Minister himself 
comes forward and starts with a state-
ment of the policy. The discussion 
starts on a ~tion that this be taken 
into consideration. Then some hon. 
Member may say, having considered 
or having taken note of the policy, it 
shall be approved. This is a queer 
method of some hon. Member making 
a Motion. The Minister does not want 
lo take the vote of the House with 
respect to policy. If there was such a 
motion, Members will know definitely 
whether the poiicy is in question or 
not. This is a side issue. Therefore, H 
is not right that the House should be 
committed with respect to the oil 
with respect to which there are differ-
ences. Some are in favour of na-
tionalisation straighta\vay in the ·pub-
lic sector. Some are in favour of the 
private sector. What is definite? That 
is why I think the hon. Minister left 
it vague. It ought not to be open to 
any hon. Member to take advantage of 
a side issue and say, we approve of 
this policy. Ultimately, when the 
Minister is asked why he did not stick 
to this particular policy, it is open to 
him to say, I never said that this is 
~e policy, the House said, your policy 
is approved; this is my policy. 

Shri K. D. Malavlya: You are per-
fectly right. The whole question was 
considered in relation to the import 
of crude oil. It was considered in a 
limited way. 

Mr. Speaker: The amendment is 
out of order. The question is: 

"That this House takes note of 
the oil policy of the Government 
of India with special reference to 
the import of crude oil from ab-
road." 

The motion was adopted. 

Mr. Speaker: So far as the half-an-
hour discussion is concemed, it is 
too late now. The House is not likely 
to sit. We will have it ... 

Shri Raghunath Singh: Day after 
tomorrow. 

Mr. Speaker: I understand there is 
a half-an-hour discussion for every 
day of the session except the 31st. 

Shri D. C. Sharma: May I submit 
that it should be postponed to the next 
session? 

Shri Raghunath Singh: No. 

Mr. Speaker: I shall find some suit-
able day for fixing it up. Every day 
there is this half-an-hour discussion. 

The House will stand adjourned till 
11 A.M. tomorrow. 

IS-53 hrs. 

The Lok Sabha then adjourned tilt · 
Eleven of the Clock cm Tuesday, the· 
30th August, 1960/BhadTa 8, 1882'.: 
(Saka). 




