335 Manganese Ore

[J. Mohamed Imam]

factories where they are. That is how
the public sector projects are failing.
That is how they are working at a loss.
They have no idea that it is advantageous
to expand existing factories rather than
to move to some other places.

Lastly, 1 say, I am only speaking in
the interest of the country that the nation
must be united. 1 think, the Home
Minister must take a strong hand on the
activities of the Shiv Sena. In fact, I am
sorry that he has been kept in an embarra-
ssing position by entrusting him to decide
the issue. He has kept it for two years.
If the same subject had been handled by
some other Minister, he would at least
have brought the Mahajan Commission
Report before Parliament and implemented
it.

17.30 hours.
HALF-AN-HOUR DISCUSSION

EXPORT OF MANGANESE ORE TO
NORTH KOREA

MR. DEPUTY-SPEAKER : Before we
start the half-an-hour discussion, I would
like to remind the hon. members that we
would follow the procedure that has been
laid down. That is, the hon. member
who raises the discussion will get his
time, about 10 to 12 minutes, and then
the hon. Minister will reply. Then the
other hon. members, whose names have
come in the ballot, will be permitted to
put questions for further clarification.

ot for wex W (WyEAT) @ oWE-
Ao maar wfafaee @ 73 afer 3%
Tz fomd A &, STET A qEd
FY T Afad | Jaw F aw W
¥R FEU ® TATH O HT FAAT
fear aar T @ AwE

MR. DEPUTY-SPEAKER : This is the
procedure that is laid down, If the hon,
Member wants any change, he may take
up the matter in the Rules Committee.

Mr. Patodia.

SHRI D. N. PATODIA (Jalore) : Mr.
Deputy-Speaker, Sir, sometime back, one
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more country has arisen in the trade

horizen of India, a country with whom
trade relations had been suspended at the
time of Chinese attack because that coun-
try was a close ally of China. Accord-
ing to the facts and figures that we have
got, that country, North Korea, has
started trading with India, and in 1967-68
India exported as much as 10,000 tonnes
of manganese ore to that country.

There could be no objection to any
normal trading activities with any country.
But trading with North Korea causes
suspicion, causes doubt, on account of
several factors involved. The first consi-
deration is what induced India, what were
the factors that impelled India, to trade
with a country with whom India suspended
trading activities at the time of Chinese
attack, a country which is known for its
alliance and sympathies with our enemy.

Secondly, the very pattern of trade
with Morth Korea, the wvery pattern of
agreement, gives us a suspicious feeling
as to what is boiling within the pot.

17.32 hours
[SHRI VASUDEVAN NAIR in the chair)

Even in reply to Unstarred Question
No. 1 on which this discussion has becn
raised, the hon. Minister was conspi-
cuously confusing. Beforc 1 raise my
points, please permit me to quote from
the reply given by the hon. Minister.
The question was :

“(a) Whether it has been decided to
allow the export of manganese
to North Korea; and

(b) if so, the quantity of manganese
ore likely to be exported, the
price charged for the same; and

(c) how this price compares with the
prices in the world market.™

The answer was amall and simple. It
Says :

“(a) Yes, Sir.
(b) & (c) : Contracts have yet to be

concluded.”
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This is the answer given to the question
on 18th February, 1669. The first instal-
ment of shipment—I10,000 tonnes of
mangnese ore—was done in October, 1968,
I do not think that any Gevernment or
any institution worth its name could
possibly export any quantity to a foreign
country—this was done just five months
back—without knowing the terms and
conditions, the prices charged and the
various terms and conditions......

THE MINISTER OF FOREIGN
TRADE AND SUPPLY (SHRI B. R.
BHAGAT) : This is about this year. That
was about last year.

SHRI D. N. PATODIA : It is about
1968-69. As far as 1 understand, the
financial year of all the Government
departments is from Ist April to, 3Ist
March. If I am mistaken, the hon.
Minister may correct me,

First of all, I want to make this point
that this new pattern of trade that we
are developing with North Korea is on
rupee payment. Mind you, North Korea
is purchasing various other commodities,
including manganese ore, from the world
over; India is not the exclusive supplier.

Most of these commeodities purchased
by N. Korea are on the basis of free
convertible foreign exchange, By purcha-
sing them from India, N. Korea did

not show us any favour. Look at the
mining map of the world. Who are the
principal suppliers 7 India, USSR. S.

Africa and Australia. India is the only
country geographically most suited for
N. Korea to purchase. It will be econo-
mical for them from the freight point of
view and also for the time factor consi-
deration, Therefore, N. Korea wants to
purchase from India as a matter of
economic convenience and not as a matter
of conferring any favour on us. In
spite of this, whereas N. Korea had been
purchasing these commodities the world
over against free convertible foreign
exchange, India thought it fit and wise
to sell this commodity to N, Korea
against rupee payment,
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What are the considerations that would
decide whether this deal with N. Korea
was proper or not 7 What induced India
to enter into this deal ? There were so
many factors. 1 have dealt with a few
of them and I will explain the others.

Before I proceed further, let me say
that it is a recognised fact in India,
recognised by various economists, some
sections of Government and various
industrialists and anybody who knows
and understands economics well that
rupee payment trade agreements entered
into by India with the East European
countries have donc great damage to our
ecconomy. It is in three ways.

It has resulted in higher cost for our
imports and components, it has been
responsible for losing us our traditional
markets for most of these traditional
commodities, and it has been responsible
for earning a bad name for these commo-
dities of ours in view of the switch trade
indulged in by most of these East Euro-
pean countries. In spite of this bad
experience, in spite of what we have suffe-
red in the course of the last 7-8 years,
India thought it prudent to once again
enler into a rupee payment agreement
with another country, N, Korea with
whom we had discontinued trade relations
since the Chinese attack.

As 1 said earlier, the first consignment
of 10,000 tonnes of manganese ore was
exported in Oct. 1968. We do not know
the terms, what price was fixed, and if
it was against rupee payment, what were
the items that were to be imported, and
in fact, what did we import; and in
respect of the import items, what are the
terms for fixing prices, what arc the terms
for fixing payment ? As far as I understand,
there was a specific agreement that N.
Korea will in return export to us various
non-ferrous metals at international prices,
like tungsten, copper, lead. But so far N,
Korea has not fulfilled this commitment.
And in spite of this, we now understand
from the hon. Minister that a further
agreement is in the offing. We came to
know about it for the first time in March
of the Nation issue of 1 February which
clearly said that India is likely to export
30,000 tonnes more. On the basis of
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that information, further questions have
been raised.

Therefore, it would be necessary for
the hon. Minister to explain what are
the terms of payment, what are the items
to be imported against the export what are
the items imported against the previous ex-
port of 10,000 tonnes, what are the terms
thereof, and if these have not been impor-
ted yet, why not 7 Also, what will happen
if the export value is more than the
import value ? That is, if the export is
worth Rs, 20 lakhs and our imports are
worth Rs. 10 lakhs, are the N. Koreans
going to convert the balance into free
convertible foreign exchange for us ?

Are they going to keep our money
blocked with them until we find some
commodity to be imported at a price
convenient for them ? These are pertinent
questions and unless they are satisfactorily
answered, these deals which had been
entered into in a suspicious atmosphere
should not be permitted to go through.

My last point is this. Have the Govern-
ment of India ensured that the manganese
ore which we export to North Korea will
not ultimately find its way to China 71
hope the Government have taken due care
about this possibility. the House would
like to know how they had obtained this
clarification and whether they are satisfied
about it.

THE MINISTER OF FOREIGN
TRADE AND SUPPLY (SHRIB. R.
BHAGAT) : I am glad the hon. Member
has raised this discussion because it gives
me an opportunity to clarify the issues
regarding this question. The reply was with
respect to the current year. It is true that
in 1968 manganese ore was exported at
Rs. 185 fob per ton.

SHRI D. N. PATODIA :Is October
1968 not part of the current year ?

SHRI B. R. BHAGAT : I am now
giving figures for the next year, 1969. 1
was sayiog that the answer related to
current negotiations. For the contract
already signed the price Is Rs. 185 fob per
ton, for 46-48 grade.

FEBRUARY 24, 1969

export to North Karea
(H. A. H. Dis.)

Why have we entered into a trade
agreement with North Kerea, an ally of
China ? This political question has been
raised. Actually the rupee arrangement
with North Korea was in vogue since 1961
when the trade agreement was concluded
for the first time. This is not a new
trade agreement.
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This was, however, suspended during
1962 through executive instructions.
As the hon Member knows, we have trade
relations with many countries including
both Koreas. We have extensive trade
relations with South Korea which, I think.
the hon. Member welcomes. Similarly,
with North Korea also we are having
trade relations; there is no harm in it.
Many countries which do not see eye to
eye with China on political matters are
having extensive trade relations with China,
leaving aside any ally of China. To deny
trading opportunities with  countries
because they have certain political align-
ments is not in the commercial interest of
India; this is our judgment,

I was asked why we are selling mangenese
ore. Manganese ore could be used for
making high speed steel or some other
things. We do not consider it as strategic
material,

It does not come wunder that
category so that we should restrict its
export, nor is it the case in many other
countries including the United States of
America. They do not describe this
manganese ore in such a way as to say
“do not sell the manganese ore to com-
munist countries.” It is not only India
but many other countries which do not
by any stretch of judgment describe man-
ganese orc as what may be described as
a strategic raw material. Therefore, the
natural restrictions on trading in such
strategic materials do not apply.

Secondly, there is the point about it
being purely for commercial reasons. The
hon. Member knows more than I, I am
sure, that in manganese ore, the market
has become competitive. Better ores and
captive mines have sprung up in many
countries, and he himself mentioned
Australia and some other countries which
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are in the market. Therefore, if we want
to sustain export, and earn foreign ex-
change, we should not allow this trade to
fall. We have to export and explore new
markets, and therefore, it is absolutely
necessary that purely for commercial tran-
sactions, this item should find a place in
the trade agreement,

Then, the hon. Member raised another
objection saying that although it is a trade
with North Korea, the commodity may
be diverted to China, and that may not
be to our advantage. The hon. Member
should know that China itself is a produ-
cer of manganese ore.

SHRI D. N. PATODIA : China isa
big country. (Interruption)

SHRI B. R. BHAGAT : May be; China
is a big country and there may be certain
things.

SHRI D. N, PATODIA : Just as in
the United States, in China, from one
part of the country they import and from
another part of the country they export.

SHRI B. R. BHAGAT : Well, in all
such agreements, there is this clause of
re-export. These goods are not re-export-
ed to any other country. There is this
clause and, as the hon. Member knows
North Koreca has a very developed steel
industry, and particularly, alloy steel or
high-speed steel may be required. But
as [ said, the chance of the possibility of
its being exported to China is remote, be-
cause China itself has a big production,
about a million tonnes annually, so far as
our information goes. Ours is a little
over a million tonnes. China is produc-
ing a million tonnes. But that possibility
is remote. I do not rule out that possi-
bility and 1 cannot say what one country
will do or any other country will do. But
there is a clause preventing such re-export
to any third country.

Then, the hon. Member pointed out
the imports from North Korea. It is true
that we have not so far imported anything
from North Korea although the items
listed in the trade agreement give this,
the items which he has mentioned like non
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ferrous metals, alloy steel or high-speed
steel or some other metals which we re-
quire. But certainly we look forward to
importing some of the goods which we
need for our economy. So far, it is true
we have not imported.

SHRI D. N. PATODIA: What about
the money that is lying there ?

SHRI
disappearing.

B. R. BHAGAT : It is not
It will be used. The hon.
Member knows the mechanism n
which the rupee trade goes on. We
will use that and we will import from
North Korea.

SHRI D. N. PATODIA: 1t is blocked,
does it carry interest 7

SHRI B. R. BHAGAT: It is not
blocked; it will be used for importing
goods. .

SHRI D. N. PATODIA: Does it carry
interest ?

SHRI B. R. BHAGAT: It is not free
exchange, About these details, 1 will
have to look into them.

SHRI D. N. PATODIA: It
carry interst 7

does not

SHRI B. R. BHAGAT: Well, what the
hon. Member suggests is that we should
import goods as the money is lying idle
and is unsued, as he says. The arrange-
ment is not that automatic. Certainly,
this question is a very singnificant one.
Certainly the guestion of importing these
commodities from North Korea which we
need will be examined earnestly.

These were some of the points raised,
which I have answered,

SHRI D. N. PATODIA: How does he
justify this rupee payment agreement in
view of the fact that North Korea could
have purchased this manganese ore from
us by paying us in free convertible fore-
ign exchange? He has not answered it,

SHRI B. R. BHAGAT: I do not see
any need for justifying it. We have rupee
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trade arrangements with other countries
and we have free foreign exchange arrange-
ments also with other countries. Itisa
question of convenience and exploring the
possibilities of more trade both ways.
But for this rupee payment arrangement,
the trade between the two countries will
not move freely.

SHRI D. N. PATODIA: What conven-
ience does he find in rupee papment
agreement ?

MR. CHAIRMAN: It is a general
question, not concerning North Korea
alone.

SARI B. R. BHAGAT:
that.

I can answer

SHRI D. N. PATODIA: He admitted
that against the exports made in October
1968, we have not imported anything
from there. So, in these rupee payment
arrangement the money is blocked and we
are in their hands completely. We have
to import items of their choice at their
price.

SHRI B. R. BHAGAT: We can dis-
cuss the advantages and disadvantages of
rupee payment arrangements separa-
tely. As I said, but for this arrangement,
our trade would not have cxpanded with
these countries. There is an inherent
advantage. With free foreign exchange
countries we are in a heavy deficit. But
with rupee payment countries, our trade
is balanced.

sit wag A® oA Aaafa o,
AT O g AT g
@ ¢ ag faegifoas afvaeds & gon
2 9% ar gt ox W@ ¥fTOe e
g I aE qfemfadt et @ afew
qg M I amar qr, IEF At
¥ faeger wwt Agf gf 9w aw f&
% QIR AE & mar gefh gget a
at ag & fs o Dfafers oo g,
Fruiie A ¢ frwdw & g
g fegwmae v @ Afew A fored
AT WTET FAT, §N T A FATT /G
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[#fr feraraeram |
1T 79 7% AT ®W & Y I -
AT T §F 1T AAT AT T3 qF
AT AT WY ATIFT A wAGH AT
FAY AT AYAT STYTC 43T §FS § a1
T 197 IqF! ®q69 § oA F7
Fifow w7

18 hours.

o gaw ag § F ag s
& ot g sarare & faafaar gw ga
w1 IE% fau gw g aw% fr A
wifcr o) wrgar & arg sy W
feceiafes oo & wvary § Troem
% foro Faw SsE@T o @ 2 7

SHRI SHRI CHAND GOYAL
(Chandi Gharh): The Minister  has
stated that we enter into these contracts
on purely commercial considerations and
not on political considrations. On February
1967 we entered into a contract with East
Germany to supply 10,000 tonnes of
manganese ore. | want to know whether
that experiment of exporting manganese to
East Germany was not a success and, if so,
why did we divert our trade channels from
East Germany to North Korea. We also
made serious effort to year earlier to export
mangansese ore to USA and Japan. |
would live to have a clarification whether
our effort have proved successful. Thirdly
Shri Netrawala, Chairman of the Indian
ferro-Alloy producers® Association, made
a statement in November 1966 that India
has capacity to export manganese ore to
the tune of Rs. 8 crores and that will be
possible only if we reduce our cost of
production. May | know whether some
serious efforts are being made to reduce
the cost of production, which at present
does not compare well with those of other
countries, to enable us to boost up our
export of manganese to the tune of Rs.8
crores?

SHRI B. R. BHAGAT : To answer the
last point first, in 1968 our total export
of manganese ore to all the countries
was of the value of Rs. 11.7 crores,
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7T og¥ ¥ a1 sAAfACE ¥ ww A
¥ dq Arat ® I AT AR
sfagr & orw fF wft T &3 gam,
THET Ig AAMT AL & | FTH qF AL
ar=t ¥ 9% S AW W g a8
& & fF T ®f ¥ T gav ar g
g1 F AT A9AT YK AFAT g |
ag AT 1961 # o a1 @ e o
2l

st war g T gl
qr ?
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#1 #1% yiodz T g a1 s
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MR. CHAIRMAN : We cannot discuss
a policy matter during this half-an-hour
discussion.

SHRI B. R. BHAGAT : I am glad.
Then, you should have prevented him
from asking this question.

it e oo o ferw 3w Ad
ENTT THEY T M

st ¥o o W : A AW A §
71 fogwadE fmfr w51 B faegw
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oft wwr s g wT oI
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st wo wo W : 7g M Tk
g &, T o e A 1] g, fre
#ag frargar & :

“The commodities exchanged between

the two parties shall be for consump-

tion in their respective countrics
and shall not be re-exported™

SHRI KANWAR LAL GUPTA: What
about steel ?

SHRI D. N. PATODIA : In spite of
this clause, you know, things are done.

st o Tro WW : ATAANG wEEW A
W O qa ey auEwy ay
SreFzq 10 IgET A A awdr
i Tr AT Y IEH A YrgEw
Bl ®, Sh AR A qg & awAT R
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¥

AT qgeg 1w fw anft oy
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it @ aY qmeT & f AR F¥ weAw
&1 DA AT ¥ AT WA, ST |
TH w0 A 7 ar A g

sft ok o ¢ e Y AT
&1 ¥ qur a1 fe P o s
§ | ITEY AT ATETHX Y g wifEge
ar i
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oAy 2 gL &

oft wrel ot : oY WA MY
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sft o To W : Il AY g W
I PR ewy fF ogan oF
o ¥ arEy & 3 e el w8
T ER M AT

MR. CHAIRMAN : The House stands
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(H. A. H. Dis)
adjourned to meet again at 11 A. M.
tomorrow.
18.10 hours

The Lok Sabha then adjourned till
Eleven of the Clock on Tuesday, February
25 1969 Phalguna, 6, 1890 (Saka)
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