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the Report of the Tariff Commission 
xm the Fair Retention Prices of Steel 
produced by the Mysore Iron and Steel 
Works, Bhadravati and a copy of the 
Ministry of Commerce and Industry 
Resolution No. SC(A)-2(87)/52, dated 
the 1st July 1952. [Placed in Library, 
See No. P-29/52.]

INDIAN COMPANIES (AMEND
MENT) BILL

Mr. Speaker: The House will now
•proceed with the further consideration 
of the following motion moved yester- 
xiay by Shri C. D. Deshmukh:

“That the Bill further to amend
be taken into consideration.*
be taken into consideration.”
Dr. Lanka Sundaram (Visakhapat- 

nam); The Bill before the House this 
morning if implemented, will have very 
lar-reaching consequences in respect 
'lof more than one sector of our national 
life. For y^ars past even when the 
British were ruling this country, there 
was a regular hue and cry against 
what were described as “India Limi- 
teds”—the flotation of companies in 

^his country, under the protective wing 
of the laws of the land, which for all 
practical purposes competed remorse
lessly with indigenous industry. I am 
not given to making extravagant 
:statements but it occurs to me that 
the bill before us today is only an im
plementation of the poUcy statement 
made by the Prime Minister on the 
^luestion of foreign capital more than 
two years ago. I personally feel that 
the very fact that this Bill has been 
iDrought before this House is only a con
cession of failure on the part of the 
‘Government of India to raise rupee 
•capital from our own midst.

Shri B. Das: (Jajpur-Keonjhar) No, 
no.

Dr. Lanka Sundaram: I would like to 
hear the Finance Minister on this.

In fact as one whose occupation is to 
tapply his mind to economic and finan
cial trends in this country, it occurs 
to me that once this a i l  goes on the 
Statute Book a very sefcous and even 
critical situation might ^rise, namely, 
the throwing open of the flood-gates to 
foreign capital investment in this coun
try.

As I have said this Bill has been 
motivated by the recent agreements 
signed by the Government of India on 
the one part and three oil companies 
on the other, even though I know that 
B similar situation to this might arise 
nnd there would be an extension of the 
provisions of the proposed legislation 
to  other industries or other imdertak-

ings which might be established in our 
midst with the assistance of foreign 
capital.

I believe this House is at a disadvan
tage for the reason that the full text 
of agreement signed between the Gov^ 
ernment of India on the one part and 
the Standard Vacuum, the Burmah 
Shell and the Caltex on the other are 
not available to us. I have seen some 
summaries of these agreements, and I 
would like to limit my observations to 
one particular agreement, that is, 
between the Standard Vacuum on the 
one part and the Government of India 
on the other.

To my mind there are two very im
portant provisions of this agreement. 
If I am misquoting and if my data are 
wrong, the hon. the Finance Minister 
will correct me. It is this. For a period 
of 25 years these companies will have 
trading rights in our midst in terms of 
the provisions of this Bill. The most 
important provision to my mind is thi*- 
that within a period of 25 years it is 
open to the Government of India to 
alter, rescind or even completely abro
gate these agreements, in other words* 
to take over the operation of the Stan
dard Vacuum and other companies, in 
accordance with our declared policy of 
nationalisation of industry. To my 
mind it is a very important provision, 
and I am glad it is there. I do sincere
ly hope that now that we have made a 
beginning as regards attraction of 
foreign capital to this country this 
particular provision would not* be lost 
sight of, and that the period of 25 
years need not be there for the eventual 
elimination of foreign enterprises, and 
that the Government of India would 
take over all refineries concerned, pay
ing, of course, adequate compensation.

The second point involved in this 
agreement between the Standard 
Vacuum on the one part and the Gov
ernment of India on the other is in 
regard to training of personnel and 
also the housing of labour. I believe 
these are very important provisions 
too. Only I have got one misgiving. 
The present employment policy of non- 
Indian companies in our midst today—
I would not like to mention names, be
cause it would be invidious—has not 
been very happy. Data collected a t  
the highest possible level show that the 
employment policy of foreign com
panies in our midst today has become 
discriminatory towards Indian nation
als. I do sincerely trust that once this 
legislation is passed by this House, the 
Government would make sure that In 
the operation of the new contract with 
the three oil refineries this particular 
aspect of the question would not be 
lost sight of. In all, th e se  ttoee
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[Dr. Lanka Sundaram]
companies are supposed to have a 
capitalisation of Rs. 50 crores of rupees* 
and it is the intention of the Govern
ment of India to enable this country to 
have three million tons of refined oil 
from crude oil imported from overseas 
countries, in particular from the 
Persian Gulf area, Indonesia, and so 
on and so forth.

I was very j l̂ad my hon. friend Mr.
B . Das made a very brief reference 
yesterday to the tremendous implica
tions of the establishment of these oil 
refining companies under foreign 
management. I am not panicky about 
the possible recrudescence of war in 
the immediate future. But the point 
raised by my hon. friend Mr. Das 
yesterday was . that in the event 
o f war what will be the position 
of these companies— n̂ot in regard 
to the administration of the companies, 
but in regard to the production, distri
bution and sale of the products for 
which these companies are established. 
In the eventuality of a war our supplies 
o f crude oil would be stopped; 
we would not be able to bring to this 
coufltrj^ the raw material for the pro- 
ee^ing of these oils for distribution 
purposes. That is one aspect of the 
question.

The Second aspect as my hon. friend 
Mr. Das briefly said yesterday—I 
wish he had the opportunity of expan- 
liing it,and with my limited experi
ence of'this question I shall try to do 
80—^was that in the event of war a com
pany here operating in our midst might 
take up an attitude which will be in 
direct contravention of the declared 
policy of the Government of India 
as regards the larger issues of war and 
peace. I do sincerely trust that the 
Government of India will ensure that 
nothing will be done to jeopardise not 
only our national security, but also our 
national policy with regard to the 
larger issues of war and peace.

My hon. friend Mr. B. Das—I am 
again quoting him, because I wish he 
had the opportunity of expanding his 
points with his vast experience as 
Chairman of the Public Accounts 
Committee—made a reference to the 
monopolistic activities of foreign com
panies in our midst. He mentioned one 
particular company and referred to the 
monopoly granted to it for the distri
bution of benzol. It occurred to me as 
far as the summaries of the contracts 
l^tween th^ Standard Vacuum Oil Com
p l y  and the Government of India are 
concerned, that there is no adequate 
provision made for ensurii>g that the 
iales and distribution arrangements

for the refined oil or the processed oil 
would not be made unavailable to the 
public of this country or to the busi
ness interests of this country. I am 
not speaking for any particular groupt 
1 am speaking of the nationals o£ 
India in regard to the operations of a 
foreign company. And it occurred to 
me again that unless and until there is 
satisfaction given to us on this point, 
this Bill has got to be considered very 
closely indeed. Once this legislation is 
put on the Statute Book, it occurs to me 
that these agreements will not be limi
ted to the oil refineries alone but to 
large categories of undertakings iu 
which foreign capital might be inter
ested.

As I look at it, the question of loca
tion of the industries also is a matter 
of vital importance. And with your 
permission I would briefly refer to a 
sort of controversy which is sought to 
be raised as regards the location of the 
third oil refinery. As ycfu know, two 
oil refineries, sponsored by the Stand
ard Vacuum Oil Company and Burmah 
Shell, are located in Bombay. And the 
location of the third, sponsored under 
the auspices of Caltex and under the 
joint enterprise of Caltex and Indian 
capital, has still to be decided upon. 
{Interruption.) I think my hon. friend, 
Mr. Das is slightly behind the schedule . 
of events. Last week, the hon. the 
Planning Minister, while launching a 
ship at Visakhapatnam, made a state
ment that this third oil refinery will be 
located in that city. I personally feeU 
as an Indian first and last, that techni
cal considerations must be paramount 
and that the location of an industry of 
this vital importance—involving, as I 
have said, Rs. 50 crores, three million 
tons of processed oil and so on and so 
forth, and vital considerations of secu
rity etc.—should not become a matter 
of, shall I say, political wrangling 
between one area and another. I am 
perfectly satisfied that once these tech
nical questions are properly disposed of 
—and I request the Government of 
India to be very careful in these things 
—there will be any scope for quarrel. 
My hon. friend is rather jubilant. He 
thought perhaps that I would make- 
an observation as he expected me to.

Shri B. Das: No, I did not expect.
Dr. Lanka Sundaram: Now that he 

has provoked me to go into the details, 
with your permission I would like to 
say that the working party of the 
Caltex company is stated to have come 
to the conclusion that Visakhapatnam 
is best suited for their operations. And 
I have reason to believe that at the 
highest quarters the experts of the 
Government of India have also come
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the same conclusion. I would not have 
referred to this but for the intervention 
of my hon. friend Mr. B. Das.

Here I must state, and I speak with 
a full sense of responsibility, that some 
sort of wire-pulling is going on to sabo
tage the scheme. I am perfectly con
tent, and provided the companies con
cerned and the technical experts of the 
Government of India are satisfied 
about the suitability of the location, 
whether it is Dhanushkodi or any other 
place in India I will not have any dis 
pute whatever. But I feel very strong
ly tiiat the question is one of technical 
dispute and not of political dispute. In 
terms of the larger implications of the 
Bill, the offer of a foreign company to 
come forward knd establish any under
taking on terms allowed by us should 
only be implemented in terms of the 
best interests of the country at large 
and not on a parochial or political 
basis.

One other word on this Bill. Yester
day the hon. the Finance Minister made 
a reference to the recommendations of 
the Company Law Committee and said: 
•‘the Company Law Committee has sug
gested a solution, and that is, that the 
proposed Central Authority for the ad
ministration of the Company Law 
should have the power to exempt any 
company from the operation of the 
section” (which we are now seeking to 
amend by this Bill) etc., and then he 
came down later to a point that since 
this Central Authority apparently is 
not available the power which should 
have been vested with the Central 
Authority should be vested with the 
Government. I personally have no 
reason to suspect the bona fides of the 
Government as regards the administra
tion of this power. But I do sincerely 
trust that the Government will very 
soon bring forward legislation to imr 
Dlement the recommendation made by 
the Company Law Reform Committee 
which the hon. the Finance Minister 
has accepted in principle, apparently. 
Because, I feel that these are questions 
involving vast sums of money, and 
propositions of this character will only 
beconie feasible if tTiey are on a gi
gantic scale. Otherwise I do not think 
the Government of India would be in
terested in entering into an agreement 
with a foreign firm for establishing a 
few lakhs of rupees worth of industrial 
undertaking and activity. Since these 
agreements are negotiated at a Secre
tariat level, there must be a provision 
for ensuring that these are properly 
drafted and properly executed. I wfil 
be content if this Central authority is 
created. But there must be an oppor
tunity for this House from time to time 
to examine the merits and the implica
tions of contracts of this gigantic cha
n c ie r  involving, aa I have said, crores

worth of money, involving considera
tions of national security and high 
policy, and the penalty clauses.

The Minister of Finance (Shri C. D. 
Deshmmkh): During the course of ne
gotiations or after them?

Dr. Lanka Sundaram: After. Natural
ly. But the point raised by the hon. 
the Finance Minister is very •>iportant 
None of us here wish to interfere with 
the negotiations.

Shri C. D. Deshmukh: It is not a
question of interference. But there 
are many delicate matters to be 
settled.

Dr. Lanka Sudaram: My intention is 
that once an agreement has been draft
ed this House should be given an op
portunity of discussing it. I am not 
discussing the question of ratification, 
like ratification of an international 
treaty. My point is that it must be
come the subject of a brief discussion 
in this Houi;e so lha: puo!ic fears may 
be allayed. Otherwise, the political, 
strategic and indujtrial implications of 
contracts of tais character will become 
a bone of contention between, shall I 
‘say, public opinion (that undefined 
thing!) on the one side and the (tov- 
ernment of India cn the other. And I 
do sincerely trust that the Government 
ol India would pru?iK\i with the early 
establishment of that Central Authori
ty and also give the House nn opportu
nity of goiri5 into the bi,?ger issues, 
not the smaller ones.

Shri A. C. Guha (Santipur): This 
Bill is going to remove one of the 
healthiest provisions in the Companies 
Act, and as such it is open to some 
criticism in the House. I accept the 
necessity of having foreign finance. I 
do not think there is anythmg wron^ 
in having that : rather, we should en
courage having foreign finance. The 
policy has been enunciated by the hcn.̂  
the Prime Minister in April, 1949 as 
regards the terms and conditions on 
which foreign finance is to be invest
ed here. So, from that point of view 
there is not much apprehension. I do 
not agree that there is any apprehen
sion that as a result of any such 
agreements with respect to having 
foreign finance invested here we are 
going to have a control of ft»eign 
powers over our economic affairs.

At the time the provision of this 
Bill applies not only to foreign finance 
(which also is a very reprehensible 
thing) but also in respect of our 
Indian industries. On another occa
sion I had to mention the practice now 
prevalent in the Industrial Finance 
Corporation, and I think that practice- 
has not led to healthy traditions. I
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[Shri A. C. Guha]
have had complaints from various 
sources. Only yesterday the manager 
of a shareholders company came to 
me and told me that the money is 
generally invested in companies in 
which some of the influential directors 
of the Corporation are interested. 
Xast year I raised this question and 
the Finance Minister gave me some
thing like a vague assurance that he 
would look into the matter, but I do 

Jiot think anjrthing has been done in 
that matter. I take this opportunity 

.again to draw his attention to those 
matters.

Apart from that there is another 
question in this Bill. This Bill has 
been provoked by some agreements 
regarding oil refineries at Bombay 
with some foreign companies. As far 
as I know the whole petroleum supply 
and all the oil' refineries in India are 
in the hands of foreign concerns and 
we are having a new agreement with 
some foreign concern, even when we 
'have got Independence, to establish 
some foreign refineries and we are 
providing some special provision for 
those foreign companies, so that they 
may be tempted to make their invest
ment. It will be agreed that petrole
um supply is one of the most vital 
needs of a nation and if the whole 
-machinery of this important thing is 
left in the hands of foreigners and if 
we are to make a special provision in 
the Companies Act, I think that the 
.hon. Finance Minister has to take 
special precautions to see that there 
may not be anything detrimental to 
the interests of the nation. I have 
/stated before and I repeat again that 
I do not object to have foreign capital 
as such. So there is no question of 
having a foreign investment; but what 
are the terms that we are going to 
give them? Yesterday. Mr. Das and 
and to day Dr. Lanka Sundaram have 
suggested that these agreements 
should be subjected to discussion in 
this House. I completely agree with 
them that there should not be any
thing secretive about these agree
ments. These agreements may be 
placed in the form of a motion or 
some how made available to the Mem
bers of this House for full and com
plete discussion. These are agree
ments with foreign countries and as 
such there may not be any question of 
ratification, but there should be full 

..and complete discussion and the opini
on of the House should be made availr 
able to the Government, so that in 
some future negotiation, the Govern
ment may be guided accordingly. I 
think that Government should take suffi- 
^cient precautions to see that while 
xttiving exemptions to facilitate foreigil

investment, they may not lead to 
some unhealthy practice as has ha];^ 
pened in the case of the Industrial 
Finance Corporation.
10 A.M.

Shri K. K. Basa (Diamond Har
bour); The motion today before us is 
the consideration of an amendment of 
a particular section of the Indian Com
panies Act, 1913. Judging from its 
size, it is very small and there is only 
one paragraph, but I might say that 
its implication has a far-reaching 
effect on the future economic life of 
our country. The hon. Finance Mi
nister while moving the motion for 
consideration said, it is only a specific 
amendment to section 9IB of the 
Indian Companies Act, 1913 and it is 
necessary in the interest of the nation. 
In support of his contention, he has 
quoted the recommendations of the 
Company Law Inquiry Committee. I 
shall start from his very proposition 
that the amendment is necessary for 
the working out of a particular agree
ment and whether in such agreement 
the Government is acting really in 
the interests of the nation or not. In 
the same paragraph of the Company 
Law Inquiry Committee where there 
is recommendation for exempting the 
operation of section 91B, they have 
also recommended that in some cases 
a more stringent and stricter applica
tion of this particular section should 
be made. Under the Articles of Asso
ciation they have stated that the quo
rum of the meeting of the director
ship should not be in any case one 
member. If we have to pass this 
amendment we have got to consider 
whether these exemptions are wanted 
in the interests of the nation. Let us 
now consider the particular proposi
tion of the agreements for which these 
amendments are necessary. Some of 
the points, I am glad to say have been 
dealt with by my hon. friend. Dr. 
Lanka Sundaram and even our senior 
Member, Mr. B. Das, who, I am glad 
to note, has not joined in the chorus of 
'ayes* in support of this motion. In 
this agreement, we are told that India 
is going to have oil refineries and ior 
what purpose? If is because India’s
011 need may to a great extent be 
supplied by those refineries. We 
shall consider the terms of the agree
ment. I shall first refer to capital. 
It has been suggested that in one cjn- 
cern only 25 per cent, of the capital 
will be subscribed by Indians in the 
form of cumulative preference shares 
without any controlling voice or right 
to vote. In the case of the Burmah- 
Shell Company out of Rs. 22 crores of 
capital only Rs. two crores will be 
subscribed by Indians in the form of 
cumulative preference shares without 
a right to vote. That means that in
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these concerns, Indians will bave no 
voice.

Then there is no specific mention 
^bout developing the Indian resour- 
-ces. They only state that if the crude 
oils are available, they may be uti
lized by the refineries but the main 
source of supply of the crude oils will 
l)e the foreign sources. We know and 
i t  has also been mentioned by Dr. 
Lanka Sundaram how the foreign 
xjoncerns behave and we do not know 
in times of emergency whether we 
shall have full utilization of these 
foreign concerns in the interests of 
jour nation.

Then I come to the training of 
Indian personnel. We all wish *hat 
we should have oil refineries and de
velop our oil resources and naturally 
l>eing a backward country, we need 
technical personnel and the ‘know
how’. Here also there is no specific 
undertaking or promise given by 
these foreign concerns whether Indian 
personnel will be trained. Of course, 
I speak from information which have 
appeared in the press. I have not 
4seen the actual agreement or an 
authentic copy of it.

[M r. D eputy-S peaker in  the Chair]

It is said that the Indian personnel 
may be trained if possible and avail
able in these concerns. That means 
that after 25 years of unfettered right 
to exploit the Indian market and ex
ploit cheap labour, in India, we may 
be in the same position as we are to
day. Hence We are rather critical 

•about these agreements and the float
ing of these foreign concerns. Then 
let us consider whether it will deve
lop the capacity or the quantum of oil 
that is produced in India. We know 
it is nothing but refining of crude oil 
that is imported mostly from outside 
countiries. If our Government were 
so keen on developing our oil rosourc- 

«s, they might have got these foreign 
-concerns and foreign capital to deve
lop synthetic oil from coal or other 
resources. Therefore, we cannot ^ay 
that this satisfies the test of national 
interests.

Let us then consider how these 
foreign concerns behave with the 
<rountries where they come to exploit. 
Public memory is not so short If we 
look to the situation in the neighbour
ing countries, for example, the Middle 
East countries, we will know how 
these foreign interests behave. In 
this connection. I may quote the ex
pression of one of the leading induf- 
trialists. Mr. Master.

No patriotic Indian can believe 
that foreign capital has overnight 
become so altruistic and gen
erous that it would in the future 
come to India only for India’s 
salvation.”

Mr. Master is not a communist 
propagandist or. as you call, a leftist 
who sees sinister motives in the 
actions of our Government. There
fore, we can easily understand the 
interests that prompt these foreigo 
interests in coming here. If we allow 
these oil refineries to operate, we 
suspect they will build up big bertha, 
wherein warships may be put into in 
times of emergency. We do not know; 
in future, occasions may arise when 
our country may not see eye to eye 
with the policies of the countries, the 
nationals of which are finding .out this 
capital and establishing these con
cerns. We can easily understand what 
attitude they will take and how they 
will utilise these enterprises. We all 
know that economic domination is a 
vital thing. It is true, in a sense 
though there may be differences that 
to a certain extent we have got poii- 
tical power. Unless there is economic 
freedom, this transfer of political power 
has no meaning. In this connection* 
with your permission. Sir, may 1 
quote a recommendation of the 
Congress National iPlanning Commit
tee over which our present Prime 
Minister presided?

“The investment of foreign capi
tal in Indian agricultural, mineral 
and industrial concerns since the 
establishment of British rule has 
resulted in the acquisition by 
foreign interests of a measure of 
control over India's e^nomic and 
political life which has both warp
ed and retarded national develop
ment.”

It pains us to find that the same 
person, who is now the^'head of the 
Government is allowing these fo re i^  
concerns to come anew and invest 
their capital to exploit our nationiA 
resources for another 25 years or more.

We have yet another experience at 
these foreign concerns. Specially in 

our part, there are so many foreign 
enterprises which exploit even today 
in the same fashion as they have been 
doing for the last 200 years. There
fore, I appeal to this House that, as 
the first elected Parliament of India» 
they should not give their support to 
this legislation which may one day en
danger the political power that we 
have got. In this connection. I m ar 
mention how this Institution is likebr
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to work. Unless we categorically 
state that we have become allies or 
that we have tied ourselves to the in
terests and economic domination of 
the Anglo-Americans, we cannot sup
port such a legislation. We have seen 
and students of history know well how 
the Britishers came to Pelhi under 
sannads to trade and how they stayed 
to rule over us and exploit us for 150 
years. We on this side of the House 
strongly oppose the special purpose 
for which this amendment is sought. 
It does not satisfy the test of national 
interests of this country. On the 
other hand, we think the time has 
come for this Government to decide, 
whether by allowing N^hese foreign in
terests to infiltrate into our country 
and allowing them to exploit us for a 
number of ye^rs without restriction, 
they are bartering away the future of 
our country and thus in future wc 
may lose whatever political power we 
have got today. We on this side of 
the House are not against foreign 
capital coming in, But, whatever 
foreign capital comes, must come 
without any political strings and 
without any possibility of their using 
the capital in such a way which mav 
endanger the national security of our 
country. Therefore, we want that the 
foreign capital must come in at a Gov
ernmental level or if necessary in the 
form of loans. Therefore, I appeal to 
the Members of the Government end 
to the House to consider whether bv 
^ving their consent to such legisla
tion, they are mortagaging not only 
the present generation, but also the 
future posterity of the nation.

With these ^ords, I strongly oppose 
the acceptance of this particular 
amendment.

Dr. S. P. Mookerjee (Calcutta-South
East): The soeech which the Finance 
Minister made yesterday has raised 
certain important issues. Of course, 
be made it quite clear that there -vas 
no intention on the part of the Gov
ernment to deviate from the salutaiy 
principle which has been accepted and 
which is to be equally applied to all 
companies, but there are the cases of 
the subsidiary companies which are 
being created in India and which have 
special relationship with their holding 
companies abroad. It is quite possible 
that some exception may have to be 
made in their cases in the public in
terests. I am glad that this power has 
been kept in the hands of the Govern- 
rnent and Government alone, because 
aceptions must hot become the rule. 
in  every case where an exception is 
made, 1 hope some c^portuQ ity w ill b s

given to the House to consider that* 
I am not suggesting that in every caso 
there should be a debate. But, the 
House should be told the circumstan
ces under which such exceptions are 
being admitted, and the special public 
interests for which this is being done.

I do not feel very nervous about 
foreign capital coming to India so long, 
as we play our part properly. We 
are a free Government now. We need 
not be afraid of any political domina<> 
tion being visited upon India through 
'these companies unless our Govern
ment betrays. If our Grovemment ac  ̂
cepts conditions which are against 
national interests, then, it is no use 
blaming foreign capital; the blame will 
rest on our own Government. This 
matter has been under discussion for 
the last four or five years and certain 
general principles have been accepted 
The Finance Minister and also the 
Prime Minister have often mentioned 
these general principles. Now, whea 
foreign capital is coming to India, 
naturally it must be in respect of some 
industry which needs specially to be 
developed. We should not have com
peting companies established in Iiidia 
which will help to destroy the Indian- 
sponsored companies. So far as this 
oil refinery is concerned, I entirely 
agree with the Finance Minister lhat 
it is one of national importance. We 
cannot do it on our own. Therefore, 
naturally, we have to depend on fore
ign support. I shall just mention a 
few of the conditions that we should 
impose and I believe many of them 
would be acceptable to the Finance 
Minister, as he has himself said on 
previous occasions. So far as the 
foreign companies in India are con
cerned, why should not 51 per cent, of 
the shares be held by Indians? If that 
is not done immediately, why should 
not a time limit be imposed, that 
within such and such a period it will 
be open to Indians to hold the majo
rity of shares in the companies?

Dr. Lanka Sundaram: It is 25 per
cent. now.

Dr. S. P. Mookerjee: I know that 
I know the difficulty in the present 
case. They may not agree to accept 
more than 25 per cent. So, I would 
not rule out co-operation with ;.his 
company because here we have to 
weigh the advantages and disadvan
tages. In India’s interests these oil 
refineries should be established. In 
fact, we are a little late already. Now. 
if  we ted  that to start with, they are 
not agreeable to have more than 25 
per jceot. of Indian share, well, it 
should be possible tost us to have a
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period within which this m aj be in- 
<!reased to 51 per cent. It is the aim 
that we have to keep in view in deal
ing with such matters. We cannot 
categorically deal with principles, but 
«o long as the final aim is kept before 
us, we should be able to work in such 
a way that we help to encourage the 
foreign investors to come here, and at 
the same time we protect India’s na
tional interests.

Now, of late great stress has been 
laid on the need for training Indians. 
Now, every foreigner that is brought 
out, so far as technical work is con
cerned, must have an Indian under
study, and we must have a period 
settled within which these new endea
vours can be controlled entirely by 
Indians. There is nothing wrong in 
this statement, but that should b^ 
settled before we come to an agree
ment with any company. Now, with 
regard to the arrangements that are 
now going on, I hope the Finance 
Mmister is.......... Is he leaving?

Shri C. D, Deshmukb: No, I am not
leaving.

Dr. P. S. Deshmnkh (Amravati 
East): He is getting the information 
on the point referred to.

Dr. S. P. Mookerjee: He carries his 
information in his head. He should be 
»ble to answer all right, and I am 
partially supporting the stand which 
he has taken.

Now, so far as the employment goes,
I know it is a delicate matter, but I 
would. like to speak out on this oc- 
<̂ ric;ion beoaiipe certain farts have been 
broil£Tht to our notice which are of a 
disturbing nature. I need not men
tion the names of the companies which 
are now functioning in India, but some 
of these oil companies which are 
now in Assam, have recently ter
minated the services of a number of 
Indians. It would not be correct to 
say that they have actually termina
ted their services. This is rather an 
important point which the Minister 
•should hear.

An Hon. Member: This is much too 
unpleasant a truth. He does not v/ant 
to hear. .

Dn s. P. Mookerjee: Recently,
some of the oil companies in Assam 
have got rid of some of their Indian 
employees. They have a system of 
giving training for drillers or some 
thing like that, and the understand
ing is that as soon as the training is 
completed, they are absorbed in the 
service of the company. Recently, 
they have been importing the services 
of foreigtiers from Persia. They 
have lost their jobs on account of the 
dispute relating to the Peir^aii Oil

Company, and they are being slowly 
imported into India. And the Indians 
who had hitherto been assured that as 
soon as their training was completed, 
they would get employment, they are 
being turned out. They are not al
ways actually being turned out, but 
they are being told that their work is 
not very satisfactory, they have to be 
replaced by more competent persons, 
who, accidentally I suppose, are just 
being made available from Persia. 
Now, I have got a number of repre
sentations.

An Hon. Member: Their number 
will not be more than twelve row.

Dr. S. P. Mookerjee: But the ques
tion of principle involved is very im
portant. If they once start doing it, 
they will go on applying this principle.

Here, consider what Pakistan has 
done. A similar attempt was made 
in Chittagong, and a number of em
ployees there happened to be Muslims, 
and their services also were termina
ted on the same pretext. Here, there 
was equality about inefficiency in 
India and Pakistan, and suddenly, tlie 
Indian and Pakistani citiuenr work

ing in these oil companies became in
efficient and British employees from 
Persia came, but Pakistan took a very 
firm attitude. Of course, they do not 
have any legislative power, but only 
through gentle persuasion they have 
succeeded in reinstating practically all 
these persons, and also stojjping this 
policy of importing foreigners from 
abroad for this purpose.

It is not with regard to the oil com
panies alone. Calcutta is a ceŵ pê  
where there is a large number 
these British companies still Tunction- 
ing. And in 1947, after the attainment 
of independence, there was a general 
reluctance on the part of many of 
these foreign employees to remain in 
India. At any rate, there was a drop 
in the number of new Britishers being 
appointed. But, now I have been hear
ing this has changed amd a laî ĝ  nunn- 
ber of foreigners are being recruited, 
recruited not on technical jobs, but 
on non-technical jobs also, and I know 
from personal knowledge that there 
have been cases of many qualified 
Indians who. on some pretext or other, 
have been asked to clear out. And not 
only that. Qualified Indians have 
been made to serve under young 
foreigners who have been brought out 
on much higher salaries. Now, this 
is the sort of thing which should not 
be tolerated. I know there is no legal 
power. These companies may well 
retort and say: “We are appointiM 
these persons according to our choice**. 
But there should be some general 
p c it td p le  accepted* I am not against
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the appointment of any foreigner in 
India. Not at all. If for any technical 
job, no Indian is available, by all 
means, let the foreigners be appoint
ed, but if they are appointed, these 
companies should make an attempt 
and appoint Indians after providing 
training within a certain prescribed 
period. But, so far as ordinary jobs 
are concerned which can easily be 
filled up by Indians, there should be 
restriction on the appointment of 
foreigners to these posts. Now, their 
number has lately increased. I am 
making a public reference to it here. 
First of all, I hesitated to do so and 
I thought of writing to the Finance 
Minister, but the way in which this 
is  developing, we must cry a halt to 
it, and perhaps if a discussion takes 
place on the floor of the House on this 
occasion, it may give sufficient warning 
to these gentlemen. There should be 
some general principle on this 
question.

To sum up there is no din’erence of 
opinion so far as I am concerned, 
with the general policy enunciated by 
the Finance Minister on the occasion 
of the Budget, viz., that our primary 
consideration will be our national in
terest, that where we consider in our 
national interest foreign investment 
should be encouraged, we will en
courage it, and we will lay down such 
conditions as will not in any way be 
derogatory to our national require
ments. I do not at all believe there 
can be any in the Government, how
ever much you may criticise them, 
who are anxious to sell the country to 
any foreign investor, or allow Emperor 
Jahangir’s experiment to be repeated. 
There is no chance of any foreign in
vestors coming in the garb of busi
ness men to India in 1952 ^nd re-con
quering India by fraud or by any 
other methods after 50 years. There 
is no chance of that happening, but 
still we should be a little careful, and 
ther^ is no harm in our foreign friends 
knowing that if they desire to come to 
India, they do so on certain general 
considerations. Once they come here, 
there should be no discrimination. We 
^ou ld  treat them in the same way as 
we treat Indians. There should be 
one provision, that we should be able 
to nationalise any particular concern 
if Government so decides. Now, when 
I was in office, I had something to do 
with negotiations with :t number of 
foreign companies Jn these matters, 
and so far as my memory goes, many 
of them welcomed it, provided they 
^were paid the necessary compensa
tion. Now, h ^ e  also whenever we 
enter into any big agreement with re- 
f la rd  to a  matter which concerns our

national interest, we should be able* 
to provide that if Gk>vernment decides 
at any time to nationalise the industry, 
it will pay the party reasonable com
pensation and it should not raise any 
objection if Government decides to  
take over such concerns. Some of 
these points are not new ones; they 
have been already raised in the House,, 
but they have arisen out of the Fin
ance Minister’s speech made yester
day, and I hope he will reiterate the 
policy of Government so that there 
may not be any misgiving either in
side the House or outside.
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Shri G. p. Sinha (Palamau cum 
Hazaribagh cum Ranchi): I would like 
a clarification from the hon. Minister 
regarding one point. I would like to 
know \^ a t  will be the position of 
Indian investors, to what percentage 
they will be allowed to hold shares, 
and what will be the nature of their 
shares, ordinary or preferential, and 
what'will be their control?

Mr. Deputy-Speaker: The hon.
Minister has stated the position al
ready.

Shri C. D. Deshmukh: I have given 
that information already.

Mr. Deputy-Speaker: If there is
anything lacking, the hon. Minister 
will give it in his reply.

Shri V. B. Gandhi (Bombay C ity -  
North): We shall do well to begin 
consideration of this the Indian Com
panies (Amendment) Bill, by clearing 
our minds of some of the prevalent 
misgivings. We shall in the beginning 
clearly understand that the prohi
bitions of section 9IB will continue to 
be operating in all those cases in 
which they are intended to be opera
ting hitherto. There will be no res
trictions or limitations on the opera
tion of this section. As we under
stand, section 9IB is one of the three 
sections 91A, 91B and 91C, which have 
to do with the disclosure of the in
terests of Directors.

Now what is sought to be achieved 
by this amendment is not altering the 
substantive provisions of law in sec
tion 91B. but we are,trying to add one 
more sub-section, sub-section (4) to 
section 9IB. Now, this new sub-sec
tion (4) is intended to deal with a  
new type of company, which, we ex
pect, will come Into existence in this 
country, the type, I mean, of subsid
iary companies, which are public com
p lie s , parent companies of which 
will generally be situated in foreign 
countries. Now whether or not we 
shoald eik!ourage the c^oming into
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existence of such new types of sub
sidiary companies is a question with 
which I shall deal presently when I 
shall come to consider some of tke 
points made by my friend, the hon. 
Dr. Lanka Sundaram. Assuming for 
the present that we want such com
panies to come into, existence and 
that they are in public interest in the 
present needs of the country, then it 
is necessary—very clearly necessary— 
that we relax to some extent in favour 
of these new types of subsidiary com
panies some of the prohibitions con
tained in section 9 IB. In the nature 
of things, we shall expect that a 
majority of the Directors of these 
subsidiary companies are bound to be 
the nominees of the parent companies, 
in as much as the parent companies 
are likely in most cases to have a 
major share of the capital. Now 
under the existing prohibitions of
section 9IB, it wiU be impossible to^ 
fbrm such subsidiary companies, or 
rather I should say, it would be im
possible to conduct such subsidiary 
companies since a majority of the 
Directors will be unable to vote on 
most matters dealing with the parent 
company, or in most matters in which 
the parent company is interested. In 
fact, under the prohibitions of section 
91B, even the presence of this majority 
of Directors will not be counted for 
the purpose of forming a quorum. 
Therefore, if we admit that this new 
type of subsidiary company is in the 
interests of the country, then we must 
do something to make it possible that 
such companies should be formed in 
this country.

Now, the new sub-section (4) that 
we are going to add to section 9 IB 
does not really give any kind of an 
unqualified exemption or some kind of 
a blanket exemption, and also it does 
not give it to all companies, to any 
company that comes along. As has 
been made very clear by the Finance 
Minister and also as is stated in the 
new sub-section itself, the overriding 
consideration will be that, in the 
opinion of the Government of India, 
it is in the public interest that such 
exemption be granted to any parti
cular company. Each case of a new 
company deserving such exemption 
will be examined on its own merits, 
and even in the matter of exemption 
it is not going to be a wholesale ex
emption. As is stated in the words of 
the sub-section itself, these exemptions 
will be subject to such exceptions, 
modifications *t)r conditions as may be 
specified in the notification. In other 
words the scope of the exemption and 
in fact, the scope of the new sub-sec
tion (4) is very restricted.

I was very much pleased with the 
speech of the hon. Dr. S. P. Mookerjee.
115 PSD •

It was very encouraging and gave 
some very clear views on the desira
bility of having foreign investmentg 
in this country. I personally do not 
mind the very serious language in 
which the hon. Mr. B. Das yesterday 
uttered some warning in accepting or 
in encouraging for<eign capital, al
though I would not be so very ner
vous as his words would indicate ho 
was to some extent. After all, the oil 
companies like the Standard Vacuum, 
the Caltex and others which are in
volved in the present instance are 
mammoth organisations, world wide 
organisations; they are in power and 
prestige almost super-States and we 
cannot be too careful in dealing with 
them. I would rather be over-cau
tious than over-confideBt in such mat
ters.

Now coming to one point made by 
Dr. Lanka Sundaram, he said that the 
Government of India seeking invest
ment by agreement with these oil 
companies means an admission of 
failure to raise rupee capital in India. 
Now this claim is a very oft-repeated 
claim and we in this House may do 
well to consider it in some detail here. 
Now what does it mean? Our object 
here, let us understand it. is that we 
want to establish oil refineries in this 
country and we want them to func- 
tdoni soon. That is our objective. 
Now that means—Dr. Lanka Sundaram 
said something like 50 crores of 
rupees. I do not quarrel with the 
figure, let us take it as 50 crores of 
rupcDs—and supposing we in this 
country are able to raise a capital of 
50 crores of rupees, are we by that 
act in a position to have an oil re
finery in this country? Laying out 
50 crores of rupees in heaps in IncU« 
certainly will not give us an oil re
finery. What we require today is 
equipment, equipment of a highly 
specialised kind. What we require 
today is skill and the ‘know-how’ 
which, unfortunately, is possessed by 
citizens of countries other than India. 
Supposing we have this capital of 
Rs. 50 crores raised in India, and sup
posing we are determined to have an 
oil refinery with our own capital, 

what is the first problem we will be 
confronted with? The equipment that 
we need is available in foreign coun
tries. In other words, we shall have 
to have foreign exchange to pay for 
that equipment granting that the 
equipment is available to us. Dollar 
exchange, for instance: Do we have 
the requisite amount of dollar ex
change at our disposal today? That 
is our first difficulty. Secondly, even 
if we manage to have the necessary 
dollar exchange, is the equipment 
available? Oil refinery equipment is 
a thing of such a highly specialised
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nature that it is not available in the 
open market; we have to go through 
a series of negotiations with Qovem- 
ments and with monopolistic corpora
tions in order that they may be in
duced to let us have the equipment. 
Then again there is the question of 
technical skill, and all that sort of 
thing. Therefor? whatever may be 
the truth in the general statement 
of my friend. Dr. Lanka Sundaram 
about the non-availability of rupee 
capital, it is not very relevant in this 
particular instance.

Finally, I shall only say that the 
scope of the amendment is very res
tricted and that it is very necessary 
in the context of the present needs of 
this country. So far as other issues 
are concerned, such as the desirability 
of inviting foreign capital or the ex
tent to which it should be accepted 
or the terms on which it should be 
allowed to come in, they are issues 
which may be considered separately.

Shrl' Nambiar (Mayuram): We are 
told today that there are certain 
stumbling blocks in the Act which 
stop money and material from com
ing to India and which also stop the 
further development of Indian indus
try, that by this amending Bill they 
want to remove those stumbling- 
blocks so that money and material 
may come into India from foreign 
concerns, so that in due course India 
may become prosperous. This is the 
sum total of the desire on the part of 
the Ministry in bringing forward this 
amendment. We are also told by the 
hon. Members on the other side that 
after all India requires oil refineries, 
India requires more and more oil and 
therefore these people are being in
vited to come in and help improve 
our industry. But I want to draw 
your attention to this fact. What are 
the agreements with these people who 
are supposed to help Indian industry? 
As an instance, I will confine myself 
to certain well-known firms, namely 
the Standard Vacuum Oil Co., the 
Burmah-Shell, and the other one 
which is in the oflftng, namely Caltex. 
The idea is that these concerns will 
bring into India Rs. 60 crores worth 

' of foreign capital; they will not only 
Import money but will also import 
crude oil which will be refined on the 
Indian shores. This crude oil which 
they will import will be free of duty. 
In return they will be free to export 
profits, unlimited profits, for a period 
of 25 years from India. They will 
also be given tariff protection for ten 
years from the date of operation.

I have said that the crude oil which 
they will import will be refined on

Indian shores. We have our own 
opinion of what sort of refineries they 
will be because we are not producing 
oil in this country. Their idea is to 
import it and towards this end every 
facility is being granted to them at 
the three ports of Bombay, Calcutta 
and Madras to berth oil tankers of 
up to 30,000 tons. Unless and until 
oil is produced in India there is no 
meaning in saying that these refiner
ies will help us because the question 
we are faced with is shortage of oil. 
If oil cannot be got from the earth 
we can at least produce it through 
the synthetic process from coal. Even 
that is not done though we have large 
supplies of coal available in the coun
try. Therefore, I say that it is only 
refineries that we get and not oil. And 
in return we say we will allow these 
people to take away up to Rs. 20 
crores every year, that is at a 40 per 
cent. rate. They are given all these 
facilities. What I would suggest is 
this. Importing crude oil and refin
ing it here will not solve our problem 
because instead of importing crude 
oil you can as well import refined oil. 
Our problem will be solved only by 
producing our requirements of oil in 
India itself. I say that this concession 
given to these foreign concerns does 
not basically solve the problem of 
India, it only gives them another 
chance to exploit us to the extent of 
about Rs. 20 crores every year call
ing it profits. By doing so we are 
allowing the foreign monopolists to 
have more say in the Indian economy 
and allowing them to harvest more 
out of India than really help Indian 
industry to develop. That is why I 
repeat that we should not allow the 
foreign capitalists to come here and 
have further sway in India. Let me 
quote from the American press. This 
is the American Reporter dated 5th 
December. 1951. It says:

“Sandard Vacuum Oil Com
pany, an American firm, is fin
ancing the aerial survey of
73,000 square miles of Bengal 
Basin, covering parts ctf both 
India and Pakistan. It has con
tracted with Fairchild Aerial 
Surveys, another American firm 
which specialises in aerial explo
ration, to map the hidden rock 
structure of the countryside with 
a niagneto-meter”.

What for? Because this is not only 
an attempt to get more ♦and more of 
an economic stranglehold on India 
but also to have these strategic places 
in their control. They are trying to 
utilise this cover to get information 
about these strategic places in India 
because it is a part and parcel of the 
work of the American war machine
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to obtain control over vast strategic 
areas in India.

Mr. Deputy-Speaker: The hon.
Member is evidently seeing war in a 
basin.

Shri Nambiar: That is what is 
stated here. 1 am not speaking on 
my own, I am saying what is men
tioned here—otherwise it can be 
easily stated that this is Communist 
propaganda. That is why I am quot
ing the very devil, from the devil’s 
own scriptures so that I cannot be 
accused of a Communist stunt. When 
today we say we are trying to deve
lop our own resources and trying to 
develop our own economy, when we 
want Indian interests to be supreme 
and Indians to come forward, why 
should we sell these things to the 
foreign concerns and make the
foreign concerns dominate over us? 
I ask this simple question to the hon. 
Minister in all humility: Are we
serving the interest of India and of 
her people by allowing these foreign
ers to come in, especially when we 
are hearing so much of the agitation 
by the people of Iran against the 
British dominated oil interests in
Iran? The entire people of Iran are 
fighting against the British interests 
there and the fight is going on and 
has reached a very high stage as a 
national struggle. While monopoly
interests are being fought everywhere 
by the people of Asia are we allow
ing these monopolists to come and 
sit tight over our heads? Is it in the 
national interest? Is this the way to 
encourage Indian industry? These 

foreign monopolists are given the 
right to exploit the labour in such a 
way that they violate certain labour 
legislations, or take their labour out 
of the ambit of those labour legisla
tions. I do not know the details, but 
when we get the details we shall see 
that it is not in the interests of the 
Indian people to grant these exem
ptions. Therefore, I oppose this Bill.

You may ask: how are we to im
prove over industry? How are we to 
get more oil? I suggest that the 
Government of India may help Indian 
capitalists to discover methods by 
which they can manufacture S3nithetic 
oil out of coal. We have plenty of 
coal and a large number of collieries.

Shri H. S. Reddy (Kurnool): How 
is all this relevant? The p rese t Bill 
only seeks to effect some modification 
in the Indian Comnanios Act. The 
hon. Minister wants to take powers 
to amend section 9 IB. In that con
nection, how is the hon. Member’s 
reference to Iran, labour and all that 
relevant?

Shri K. K. Basu: 1 am afraid the 
hon. Member has not read the State
ment of Objects and Reasons. This 
amendment is not in the interests of 
the nation and it is necessary to ex
plain how it affects the interests of 
the nation.

Shri H. S. Reddy: The point has' 
been placed before the Deputy-Speak
er, and not the hon. Member.

Shri Gadgil (Poona Central): Let
us hear a little of irrelevant things 
too.

Mr. Deputy-Speaker: The hon.
Minister has referred to only one or 
two oil companies in Bombay.

An Hon. Member: Three, Sir.
Mr. Deputy-Speaker: In refusing to 

vote for this proposition and enlist
ing the sympathy of the House, the 
hon. Member wants to squeeze out 
the oil companies.

Shri Nambiar: No, Sir. Not only 
these concerns but also some other 
foreign concerns are about to come 
in, because I have an extract here 
from the Bombay Commerce journal, 
wherein it is said:

“A number of foreign manufac
turers are currently considering 
the possibilities of extending 
their spheres of activity to India.
Of this, particular mention may 
be made of an American com
pany’s willingness to consider a 
proposal for establishing a steel 
and titanium manufacturing fac
tory either in collaboration with 
the Government or with private 
capital involving an investment 
of 10 million dollars.”
Then, there is a proposal according 

to the same paper by a French firm 
for participating in the expansion and 
development of the shipbuilding yard 
at Vishakapatnam. Therefore, these 
oil companies are not the only ones 
involved. As and when you pass this 
Bill, it will give a chance to foreign 
capitalists to come in more and more. 
There are people ready to establish 
titanium plants, and you know very 
well how essential titanium is.

Mr. Deputy-Speaker: Order, order. 
Titanium may be essential, but the 
hon. Member must confine himself to 
the scope of the Bill. All that it says 
is that the present Act does not pro
hibit any contract being entered into 
between the subsidiary company and 
the original company. It wants to 
give some exemption. Whether those 

_ exceptions can be made or not, whe
ther the Central Government can be 
clothed with that power or pot— t̂hese 
are the only matters within the scope 
of this Bill. There is no good bringing
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in the foreign companies, and explain
ing the details of the terms and con
ditions, the propriety or otherwise d  
a particular industi^, etc. is beyond 
the scope of the Bill.
11 A.M.

Shrl Nambiar: I am only arguing 
in order to show that these exem
ptions .should not be granted. They 
are not in the national interest. Not 
only that, they are harmful. If tita
nium is allowed to be exj^loited by 
thesfe foreigners, Iftiey may actually 
utilise it for producing the atom 
bomb and help in startmg the Third 
World War. So, there is a positive 
and concrete danger, and no exem
ptions should be granted. If we 
grant them, we are “suiciding” our
selves.

Shri S. V. Ramaswamy (Salem): Is 
there a word like “suiciding” in the 
English language?

Shri Nambiar: If the hon. Member 
does not understand the word “sui
cide”, I will ask him to refer to the 
dictionary.

Mr. Deputy-Speaker: It is open to 
hon. Members to create new words. 
There is no harm.

Shri Nambiar: Mr. Ramaswamy is
capable of doing many things and he 
has done many things. He will not 
only create new words, but new
theories also. I know that.

I submit that these eocemptions 
should not be allowed. Firstly, it is 
not in the national interest. Secondly, 
it is against the common man in this 
country tand the labourer in this
country. Thirdly, it will make India
more and more dependent upon 
foreign capitalists who are out to 
make India an appendage to their 
economy. Therefore, I oppose this
Bill.

Shri N. C. Chatterjee (Hooghly): 
The hon. Finance Minister has refer
red to para. 98 of the Company Law 
Committee’s report in Justification of 
this Bill. That report points out that 
this ^ t io n  9IB imposes a very salu
tary prohibition on an interested 
director entering into a contract in 
which he may be directly or indirectly 
interested. You know that where there 
is any conflict between interest and duty 
the man who has an interest should 
not be allowed to participate in any 
proceedings in which decisions will be 
taken. This committee has further 
recommended that this section should

be made more stringent and the pro
hibition should be made xaore strict 
It says that the interested director 
should not at all take part in the pro
ceedings. As you know, section 9IB 
says that a contract, if entered into 
in violation of the prohibition, shall 
be illegal. The ^recommendation of 
the committee is that the penalty that 
is now prescribed for the coTitraven- 
tion of this provision should be rais
ed from Rs. 1,000 to Rs. 5,000 and any 
director who violates it should be 
subjected to this heavy line. Then, 
they have made another recommenda
tion in pursuance of which the hon. 
Minister has brought forward this 
Bill. I do not think the hon. the 
Finance Minister is unaware of the 
feeling in this country that suitable 
steps should be taken to see that our 
economic interests are not in any way 
jeopardised by foreign companies 
being brought in to our national 
detriment.

One point that I wish to raise is 
that this Bill as it is drafted is repug
nant to article 14 of the Constitution 
which guarantees equal protection of 
law. The Supreme Court in a num
ber of recent judgments has clarified 
the position. The present Chief Jus
tice of India, Mr. Justice Patanjaii 
Shastri, has pointed out that before 
you make any classification or give an 
exemption to any person, the classi
fication must be based on intelligible 
“differentia”, I am quoting his langu
age, in the Sholapur case. The classi
fication “must be based on differentia 
having a rational relation to the ob
ject to be attained.” And if there be 
no differentia prescribed in the sta
tute having a rational relation to the 
objects sought to be obtained, then 
the matter is within the inhibition of 
Article 14 and hence ultra vires.

Another case came up before the 
Supreme Court recently, called the 
West Bengal Special Courts Act case. 
In the West Bengal Special Courts 
Act, there was some wording to the 
effect that you have here. Our Minis
ter may point out that he has pro
vided that only in the public interest 
a company can be exempted. There, 
the West Bengal Special Courts Act 
said that for speedy trial the Gov
ernment might direct any particular 
case or particular cases to be tried 
by special courts having a special 
procedure. The contention before the 
Supreme Court was that it was il
legal. The Attorney-General argued 
that there were some criteria, some 
differentia, namely, speedy trial. The 
Supreme Court held that was illegal, 
being repugnant to Article 14. The 
Supreme Court further said that even 
assuming that the Preamble of tfa*
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Statute throws any light on ihe Ac
tion! 1 ^  Meesslty of tritfl
speedier trial is too vague, uncertain 
and elusive a criterion to form a 
rational basis for discrimination. I 
am asking Ihe hon. the Finance Minis
ter and the Law Minister to consi
der whether a bare statement 
this, without laying down any criter
ion or differentia is not too vague, un
certain and elusive? Does it really 
prescribe any criterion to form a 
rational basis for classification?

The latest case which the Supreme 
Court has dealt with on this point is 
Lachnxandas Kewalram atnd another 

vs. State of Bombay where the Bom
bay Public Security Measures Act 

has been declared to be ultra vires. 
because it authorises the Government 
in its discretion to discriminate in a 
particular case so that a particular 
case shall go to a special tribunal to 
be tried by special procedure. Mr. 
Justice S. R. Das, who delivered the 
majority judgment says:

While article 14 fbrbids class 
legislation it does not forbid 
reasonable classification for the 
purposes of legislation. In order, 
however, to pass the test of per
missible classification, two con
ditions must be fulfilled, namely,
(i) that the classification must be 
founded on an intelligible diff
erentia which distinguishes per
sons or things that are grouped 
together from others who are 
left out of the group and (ii) that 
differentia must have a rational 
relation to the object sought to be 
achieved by the Act.
The contention that was put for

ward on behalf of the citizen was 
that you should not confuse th^ means 
with the end. Here public interest 
may be the end but not the means 
and if you do not prescribe a differ
entia, then it is liable to attack. I 
would therefore suggest that this 
clause is capable of suitable redraft
ing and that should oe done 
to avoid any attack on the 
ground of inhibition of guarantee of 
fundamental right providing for equal 
protection of law. I am not saying 
that there should be no power given 
to Government whereby they may 
discriminate, but the principal criter
ia, the differentia on which the exe
cutive should be allowed to discrimi- 
tiaUê  Eihould be prescribed in the 
Statute. You know that it is for the 
Parliament to legislate; it is not for 
the executive to legislate. The Sup
reme Court has said that legislation 
must be the expression of the will of 
the legislature and the legislature 
must formulate its legislative judg
ment. Therefore, the criteria must

be prescribed in the Statute. Gt^^er- 
wise it will be open to attack and 
this must be safeguarded.

Shri C. D. Deshmukh: I think I
better give the factual background 
first. We have agreements with two 
companies and are still negotiating 
with the third and that is the princi
pal reason why we are not able to 
place the agreements with the first 
two before the House. At the proper 
time I have no doubt that it will be 
possible for us to do so. That time 
may not come till after we have 
eluded agreement with the third com
pany. There are certain clauses 
which will require further action and 
it would not be in the public interest 
to divulge the whole of the agree
ments now. But I can assure the 
House that it is not because it con
tains any political strings or for any 
other reason unconnected with public 
interest.

Now in accordance with two of the 
agreements, companies have already 
started construction work and they 
have established private limited com
panies, because of the difficulty which 
we are seeking to remove by the 
present provision. Therefore, it is 
not as if we are considering today 
whether we should have these agree
ments or not. The agreements are 
there and as I said in the fullness of 
time the House will have opportunity 
of expressing itself on them.

But today the question is whether, 
as the proceedings of these companies 
go on, we should not try to implement 
one of the terms of the agreement 
which is connected with the way in 
which control is exercised. That is 
the limited point of this Bill. It is 
not, as one hon. Member put it, with 
the object of attracting foreign invest
ment. I have gone through my speech 
again and I fail to find any refer
ence there to the attraction of foreign 
investment. I have merely said that 
this has arisen out of the agreements 
with the oil companies, although the 
recommendation is in general terms 
in the expert committee’s report and 
recommendations. Therefore I do not 
wish to Join issue with the two hon. 
Members opposite who drew atten
tion to the danger of our entering 
into entanglements by way of invit
ing foreign capital. I would only like 
to reinforce the observation which 
fell from one of the hon. Members 
here that their general attitude seems 
to show excessive suspicion and ex
cessive lack of confidence. The en
tire set of circumstances has now 
changed ^vith the advent of indjpen- 
dence and I have no doubt whatso
ever—and here I am representing 
the whole Government's view—that
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we shall be abl^ to deal with any 
political or other complications that 
might arise as a result of the esta
blishment of foreign companies or 
foreign interests here. We shall wel
come them only as long as they fur
ther India’s interest. That will be 
the primary criteria.

In particular the remarks on crude 
oil of the hon. Member from Tanjore, 
struck me as somewhat crude, be
cause in any case we are buying oil 
in one form or another and profits 
are going out. All that we say is 
that we shall allow these companies 
to refine the crude oil here. The ad
vantages are not so much in limiting 
or doing anything to the profits that 
are sent out, but in giving opportu
nity to our own people first of em
ployment and then of learning various 
trades. There are various important 
by-products of the refineries and in 
the manufacture of these and the 
utilisation of these our own people 
are bound to get experience.
‘ That leads me to the oth ir issue— 
a very important issue—which Dr. 
Syama Prasad Mockerjee raised. It is 
quite true that it is a point which we 
should always bear in mind. In the 
agreement there is a clause and I 
think again there is a reference to it 
in the Press Communique. I think 
one of the hon. Members, Shri Basu, 
said he could not find any reference 
to the conditions that we have laid 
down in regard to training. I would 
request him to have a look at the 
Press Communique again. I would 
not take the time of the House by 
reading it, but I have again verified 
it. I have got the copies here and I 
find there is a condition that these 
companies shall give opportunities of 
employment and training at all levels. 
This general issue which the bon. 
Member raised has been reported to 
me and it would be possible for us to 
take other steps to correct the situa
tion that has arisen. I have no doubt 
that persuasion and admonition, if 
necessary, will have a considerable 
part to play in that kind of thing. I 
should be very much surprised if 
foredgn companies disregard modem 
trends and carry on with what they 
are alleged to be doing now in spite 
of our advice, admonition and, if 
necessary, protest. So I think that 
situation will be taken care of.

So these preliminary remarks, I 
hope, reduce the problem to its pro
per perspective. Then we must con
sider whether on the merits what is 
proposed is desirable or necessary, ox 
not.

That leads to the question of con
trol and the which has been
signed to Indian capital. That infor
mation, again, is contained in the 
Press Communique—25 per cent, in 
one case, and two crores out of twen
ty, which can be raised to three, in 
another case. The total capital in
volved is very large and when you 
take 25 per cent, of a large sum it 
does represent a considerable capital 
contribution. And in the circumstan
ces in which we are somewhat short 
of capital in the country we thou^^ht, 
apart from anything else, there was 
nothing to be gained, from a practical 
point of view, in insisting on the 49
51 basis which, I think, is by and 
large our g,uiding rule. I shall be 
very much surprised if even that 25 
per cent, is forthcoming readily, or 
the two or three crores in the other 
case. But I have no doubt that if we 
find at some time, contrary to my ex
pectations, that we have a great deal 
of surplus capital, well, it may be 
that it would be possible for us to 
take up the matter with these com
panies at some other time. We can 
only try and persuade them to opea 
out the field for Indian capital aft.r 
the companies are established. So, 
the control must remain with them.

Now, oil is a very specialised busi
ness. It is not like any other busi
ness. And I was, frankly, unable to 
flollow the observations that, again, 
fell from a couple of speakers there 
that there was going to be exploita
tion. The subject slips me I suppose 
because it is o il! But, really, I can
not see what exploitation there can 
be in importing crude oil into the 
country and refining it and selling it 
in its various forms and by-products. 
Further, these agreements do not ex
clude the use of crude oil. There are 
provisions in the agreement that to 
the extent available our own oil will 
be used. There again I could not 
understand the rhetoric of ths hon. 
Member opposite in regard to the un
wisdom of surve3̂ g  the basin in 
West Bengal or utilising it. I think 
the suggestion that he made was: let 
us call Indian capital and let us uti
lize it. Well, I think that if that is 
correct, that remark can only come 
out of a lack of familiarity, again, 
with the various aspects of this very 
specialised business, namely, oil. In 
the whole world there is a very limit
ed number of experts who can deal 
with the exploitation and utilisation 
of oil and its various products. I 
should like to make a pointed refer
ence here. From recent developments 
one can see the evidence of what 
could happen if one were to spurn the 
possibility, shall we say, of employ
ing socialists in the field. Therefore, 
in this business one has to take the
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chance of employing the services 
of those who understand the business. 
And I have no doubt that it will be 
on those lines that we shall try to ex
ploit any oil resources that we may 
discover as a result of any surveys 
that may be taking place, and I can 
assure the House that there could be 
no room for anxiety on this score.

The actual Bill is very simple. I 
think I have dealt with the general 
points raised, except that there was 
some reference to some agreement in 
regard to benzol or something. Well, 
that has nothing really to do with the 
Bill. But I have looked through that 
agreement and as far as I can con
sider it is not so disadvantageous to 
us as the hon. Member opposite seem
ed to, think.

Now, I come to this question of 
ultra vires, I have again, taken 
counsel with my hon. colleague here 
and he thought that this Bill is intra 
vires and that public interest would 
be a sufficifent differentiating criter
ion. But there is another difficulty 
in this and that is—although this is 
not the stage for amendments—we 
have discovered, somewhat too late, 
that one of these companies is held, 
not by one company, but by two com
panies. And it is not, as it is in the 
terms which we have given in our 
original draft or in the Bill as it is 
before the House, a subsidiary com
pany, because -the share of neither 
comes to as much as fifty per cent. 
Therefore, I am afraid that I shall 
have to move, if the House permits 
me, a small amendment in that res
pect. And at that stage I shall be 
happy to consider any amendment 
that the hon. Member may wish to 
put forward in order to avoid any 
possible misapprehension or any pos
sible recourse to courts. So. with 
these remarks I would ask the House 
to accept my motion.

I have made a note, I may say, of 
the various observations, which have 
been on the whole very helpful, and 
we shall certainly bear them in mind, 
particularly the point about location 
(I am sorry to say) and that point is 
very much in our mind that the loca
tion should be diversified.

Shri Nambiar: May I ask for an 
information? Are these companies 
exempted from the operation of the 
labour legislations now in vogue in 
India?

Shrl C. D. Deshnmkli: I do not
think so. They are not exempt. There 
is no condition in the agreement to 
exempt them from labour legislation.

Mr. Depaty-Speaker: The question
is:

‘‘That the Bill further to am
end the) Indian Companies Act, 
1913, be taken into considera
tion.”

The motion was adopted. 
Clause 2.-(Amendment of section 91B)

Mr. Deputy-Speaker: So far as the
am^dments are boncemed there is 
one standing in the names of Mr. 
Venkataraman and Dr. Deshmukh.

Shri Venkataraman (Tanjore): I
am not moving it. *

Dr. P. S. Deshmukh: I am not mov
ing it.

Mr. Deputy-Speaker: I have receiv
ed notice of an amendment by the 
hon. the Finance Minister. In view 
of what he has said that the one is 
not a subsidiary company of the other 
but that both the companies together 
have 51 per cent, or so, it is a small 
technical amendment. He may move it.

Shri C. D. Deshmukh: I beg to
move:

In page 1, for lines 7 to 18, substi
tute:

‘*(4) Notwithstanding anything 
contained in this section, if in 
th^ case of any public Company 
the Central Government is of 
opinion that it would not be in 
the public interest to apply all or 
any of the prohibitions contained 
in sub-section (1), the Central 
Government may direct, by noti
fication in the official Gazette, that 
this section shall not apply to any 
such public Company or shall ap
ply thereto, subject to such ex
ceptions, mbdifications or condi
tions as may be specified in the 
notification.*
Mr. Deputy-Speaker: But is it not

too general? Here it may be that 
there |may not be two companies 
which hold 51 per cent, but all the 
same one company will hold some 
other, in which case it will not be a 
subsidiary company.

Shri C. D. Deshmukh: We are get
ting out of that subsidiary company. 
We are putting it in general terms 
although the intention is to apply it in 
such special cases where public in
terest is served. And this is more in 
line with what the expert Committee 
has reconmiended. They have made 
no reference to subsidiary companies. 
It was our object first to restrict it as 
far as possible, but we find that we 
cannot bring that in unless we bring
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gome general clause like controlling 
interests. And it is not very easy to 
define what controlling interest is 
or to ensure that the controlling in
terest is conjointly exercised by two 
companies, and we got into drafting 
difficulties.

Mr. Deputy-Speaker: The question
is:

In page 1, for lines 7 to 18, substir 
tute:

“ (4) Notwithstanding anything 
contained...... ”
Shri N, C. Chatlerjee: May I move 

a short amendment which will avoid 
the difficulty. 1 beg to move:

In the amendment moved by Shri
C. D. Deshmukh, after “that” where 
it occurs for the first time, insert:

“having regard to the desirabi
lity of establishing or promoting 
any new trade, industry or busi
ness”.
If this is accepted the Finance 

Minister’s present amendment will 
run as follows:

“(4) Notwithstanding anything 
contained in this section, if in the 
case of any public Company the 
Central Government is of opinion 
that having regard to the desira
bility of establishing or promoting 
any new trade, industry or busi
ness it would not be in the public 
interest to apply all or any of the 
prohibitions contained in sub-sec- 
tiop (1), the Central Government 
may direct, by notification in the 
official Gazettee, that this section 
shall not apply to any such pub
lic Company or shall apply there
to, subject to such exceptions, 
modifications or conditions as may 
be specified in the notification.”
Shri C. D. Deghmnkh: I shall accept 

that amendment.
Shri S. S. More (Sholapur): Will these 

notifications issued by Government be 
placed before the House?

Mr. Deputy-Speaker: Notifications 
wiir be published in the official 
Gazette.

Shri C. D. Deshmukh: I have taken 
note of the observation that the. 
House would like to have placed on 
the Table of the House any decisions 
that we shall take and we shall do so.

Mr. Deputy-Speaker: I shall put the 
amendment to the amendment of the 
hon. Finance Minister before the House. 
Does the hon. Member want to define 
or restrict the words ‘public interest*? 
Or does he want to bring them into 
cmformii^ with the rulmgs of the 
CotiiftsT

Shri N. C. Chattorjee: Yes. Sir.
Mr. D^uty-Speater: Then I shall

put it to the House.
Shri C. D, Deshmukh: *Any’ would 

be better, Sir.
Mr. Deputy-Speaker: ‘Any’ and ‘new* 

are at the opposite poles.
Shri C. D. Deshmukh: ‘Any’ would 

be better. If we put in the word ‘new’ 
we might get into difficulties. ‘Any’ 
I think, would be better, if the hon. 
Member would accept that.

Slul N. C. Chatterjee: All r i^ t ,  Sir; 
you can have th a t

Mr Deputy-Speaker: I am not clear 
about this: “The Central Government 
may direct by notification in the offi
cial Gazette that this section shall not 
apply etc.” Why is there a modifica
tion from the original Bill?

Shri C. D. Deshmukh: By its na
ture, it can only apply to contracts 
made. That is all that is referred to 
in that section. It has a limited 
scope.

Mr. Deputy-Speaker All right, I 
will put the hon. Minister’s amend
ment as amended by Shri N. C. 
Chatterjee’s amendment. The ques
tion is:

In page 1, for lines 7 to 18, substi
tute:

“ (4) Notwithstanding a,nything 
contained in this section, if in the 
case of any public Company the 
Central Government is of opinion 
that having regard to the desira
bility of establishing or promoting 
any trade, industry or business 

it would not be in the public interest 
to apply all or any of the prohi
bitions contained in sub-section 
(1), the Central Government may 
direct, by notification in the offi
cial Gazette, that this section 
shall not apply to any such pub
lic Company or shall apply 
thereto, subject to such exceptions, 
modifications or conditions as may 
be specified in the notification.^’

The motion was adopted.
Mr. Deputy-Speaker; The question 

is:
“That clause 2, as amended, stand 

part of the Bill.”
The motion was adopted.

Clause 2, as amended, was added 
/  to the Bill.

Clause h  the Title and the Enacting 
Tormula were added to the Bill.
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S h rl C. D. D eshm iikh; I beg to
m ove:

‘‘That the Bill, as amended, be 
passed.”

Mr. Depnty-Speaker. The question...
Shri H. N. Mukerjee (Calcutta 

North-East) rose—
Mr. Depttty-Speaker: He ought not 

to refer to any of the arguments 
mentioned earlier.

Shri H. N. Mukerjee: I intend to
take as little time as possible. I am 
florry I have to oppose this motion 
inspite of the persuasive manner of 
the hon. Finance Minister. (An Hon. 
Member: Oily manner). I would not 
use that adjective at least in regard 
to the hon. Finance Minister but I 
do find that we are letting ourselves 
in for a good deal of trouble if we 
accept, as I am afraid, we are going 
to accept this Bill. This is not a very 
thin end of the wedge but it has al
ready begun to be driven fair and 
square and into the economic interests 
of our country. That is the main rea
son why 1 oppose it. I find that the 
hon. Finance Minister representing, 
of course, the views of his Govern
ment has a habit of trying to explain 
away everything by reference to the 
position as it stands today and the 
limitations of the future which he 
envisages. He always says: “Granted 
capitalism, we can only proceed in a 
certain fashion and that is why I ask 
you to do this or that.” When he says 
"capitalism’, I am reminded of Field- 
ings. “Tom Jones” and a character 
in it, the Rev. Mr. Thwackum. He 
said: “When I say religion, I mean 
the Christian religion and not only 
the Christian religion, but the Pro
testant religion and not only the 
Protestant religion but the Church 
of England.” When the hon. Mr. 

Deshmukh talks of capitalism he talks 
about the kind of capitalism which 
we see in this country today and un
fortunately, he does not see that the 
whole nation is in a process of change 
and that change has got to be incorpora
ted in the action of Government which 
we are going to propose for our coun
try’s future. We are letting ourselves 
in for a great deal of infiltration of 
foreign capital and he does not see 
the danger, of prospecting for oil In 
a very peculiar fashion which only 
a very few specialists know. He 

says that it was all right that some 
American planes are hovering about 
the place trying to locate oil In cer
tain places. We cannot forget that 
the American Reporter, which as we 
]qiow is a paper iwhich boqsts the 
activities of the Americans in this 
country says very proudly that the 
Standard vacuum Oil Company is

now financing the aerial survey of 
73,000 square miles of the Bengal 
Basin, an area which is very near 
the India-China Frontier, an area 
which is of very great strategical and 
economic importance, an area which 
might in the near future, if war 
breaks out, prove to be of very con
siderable and crucial significance to 
the history not only of this country 
but of the world. We are permitting 
American planes without let or hin
drance to fly all over the place and 
in the name of prospecting .for oil 
which might be secreted in rocky 
structures, in the name of using the 
magneto meters and heaven knows 
what, they are going about the place 
and heaven knows what materials 
they are collecting and for what pur
poses. This is the kind of thing we 
are letting ourselves in for. As re
gards the infiltration of foreign capi
tal, it is no good trying to forget that 
we have already changed the national 
policy which had been propounded by 
our national leadership until only the 
other day. There is no good forget
ting that today the Americans boast 
that India’s policy has changed in 
such a way that it is possible for 
foreign capital to come into this 
country on more or less their own 
terms. That is why we find a capita
listic paper like the Commerce sajring 
in its issue of December 8th, thus:

“It is a striking proof of the 
claim advanced by no less an 
authority than the U. S. Ambas
sador to India. Mr. Chester 
Bowles himself, that India’s 
foreign policy does not consti
tute a bar to import of foreign 
capital into this country.

“It is a sign of the confidence 
of foreign investors in the present 
administration of India, which is 
quite justified considering the 
effective way it has endeavoured 
to maintain law and order in the 
country and preserve democratic 
ways of life and Government 
against heavy odds.”

I find my hon. friend Dr. Katju al
ready arriving here to propound his 
philosophy regarding Preventive Deten
tion. The way in which law and 
order has been maintained and is pro
mised to be developed...

* The Minister of Home Affairs and 
States (Dr. Katja): Why can’t you 
wait and see...

Shri H, N. Mnkerjee: ......... in this
country is a sure guarantee that 
foreign capital is going to have a free 
run for as long as they like. Capital, 
the organ of the British monopolists, 
says, in its issue of November 22nd:
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**The whole transaction (that is, 
the oil transaction) shows that 
New Delhi realises that whatever 
'moral support* India gives to Mid
dle Eastern nationalism, she will 
have to make firm arrangements 
to ensure that her own national 
interests are not prejudiced by the 
very people she sympathises with.”

It goes on to say:

“And profitable arrangements 
can be made with parties that are 
denounced by her friends as vile 
exploiters, that only indicates that 
poJitical realism is more mature 
in Delhi than in certain other capi
tals.”

This is what Capital says. Political 
realism is more wise and sober in 
New Delhi than in Teheran or Cairo. 
That is what this paper says, and that 
is really true. Are we going the way 
of Iran before she made up her mind 
about throwing off foreign exploita
tion? Are we going the way of Egypt 
when Egypt and Sudan were the play
things of foreign exploitation? Are 
we not going to take a leaf out of the 
books of Iran and Egypt? If Iran and 
Egypt, with their limited resources, 
can take certain steps, why are we be
having in this fashion? Why are we 
cowed by these predatory foreign 
capitalists, about whose ways we know 
so much? Much has already been 
said here is to how foreign capitalists 
are behaving in this country. For in
stance, the Assam Oil Company is 
behaving in a most scandalous fashion. 
Dr. Mookerjee has already told you 
something about that. We are already 
getting representations from people 
who cannot for fear even sign their 
names on pieces of paper about the 
doings of these capitalists in Digboi. 
I may tell the Finance Minister, not 
only the Finance Minister, but also the 
Home Minister that the writ of New 
Delhi does not run in Digboi; it is the 
writ of the Assam Oil Company that 
rules, just as the Anglo-Iranian Oil 
company used to do in the whole of 
South Persia until the other day. That 
is the way these foreign capitalists are 
doing with their Indian assistants. 
You may go to Calcutta any day and 
see things for yourself. You may ask 
any one from whose family bright 
young men, with university education, 
and training in foreign countries, on 
coming back, got something like 
covenanted service dn the European 
firms. They were soon shown their 
places; they were told to submit or 
get out; they were given terms which 
no self-respecting patriotic person can 
possibly accept. These foreign In

terests are behaving in this fashion 
and are entrenching themselves even 
more strongly on our soil. We are 
meekly and mildly swallowing it ail. 
and trying to justify it—that is the 
worst part of it—that this is the only 
way in which our economy can be 
developed. I know capitalism cannot 
be changed overnight just like that. 
I know revolutions are not carried in 
suit cases to be transferred from one 
country to another, and I am sure the 
Finance Minister would not question 
that. But, he does not see the writing 
on the wall which is not so undeci
pherable. Even so, he should take 
some lessons from the happenings of 
history and do something about put
ting checks upon the operations of 
foreign capital, which has so far be
haved in a blackguardly fashion and 
which has kept our country in the 
position of an agrarian hinterland to 
their imperialism, and which is pro
posing even now to do the same thing. 
The Colombo Plan into which our 
Five Year Plan is incorporated, pro
poses an agrarian development scheme. 
That is the primary objective of what
ever technical assistance is coming to 
us from the U.S.A. and the Common
wealth countries. That is the per
spective, that is the context in which 
I will beseech the Finance Minister to 
consider this question. I know that 
he would say that his hands are tied. 
He does not see beyond his nose. At 
least his philosophy is not to see 
beyond his nose. That is why I will 
say, we do not want to upset the apple 
cart of our country’s administrative 
structure, because we know that is not 
the right way of doing things. We 
know that revolution is wanted; at the 
same time, we know that revolution 
cannot just be ordered from some
where. I would ask the hon. Finance 
Minister to appreciate and to remem
ber what Bernard Shaw once said: “I 
am impatient for revolution; I shall 
be jolly glad if the revolution happens 
tomorrow. But, being an average 
coward, I want you to make the revo
lution in as gentlemanly a manner as 
possible”. We are all more or less 
average cowards. If we all agree that 
we are going to make this revolution 
come in as gentlemanly a manner as 
possible, surely, we can make a wonder 
of this country, because, on the 
crest of the wave of a great patriotic 
movement, we have wrested certain 
powers from the most unwilling hands, 
and if we really and truly objectivise 
these powers, if we concretise these 
powers, if we do not tie ourselves to 
the apron strings of imperialism, 
which today is threatening to engulf 
the whole world in war. then, and then 

. alone can we get that real mobilisa
tion, and that maximum patriotic in
fluence behind the economic recon
struction plan, which will lead to the
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Idnd of Welfare State, which is so 
many times advertised in our country. 
We do not seem to be doing that: we 
pursue polidles which run counter to 
the future that we on this side of the 
House wish to envisage. I do hope 
even at this stage,—I do not hope, I 
only want to place before the Finance 
Minister a humble suggestion— t̂hat 
perhaps he will consider that the 
world is not in such a static position 
as he imagines it to be. If the world 
is in a process of dynamic change, he 
must also respond and he need not 
remain as phlegmatic in his reactions 
to those influences as he possibly has 
decided to do.

Mr. Deputy-Speaker Yes, the hon. 
Minister.

Shri Meghnad Saha (Calcutta North
West): Sir.........

IJIr. Deputy-Speaker Is it necessary 
to have so many speeches at the Third 
Reading Stage? Let us be short. The 
hon. Minister has to go to the other 
House.

Shri S. S. More: Can we help it, Sir? 
We have a right to have our say. ’

Mr. Deputy-Speaker: I have asked 
the hon. Minister to resume his seat 
and he Ijas sat down. Now, what is 
the objection? Hon. Members get en
couragement to speak from other hon. 
Mer^ ^

Shri Meghnad Saha: I do not want 
to take much time of the House. I 
thought I could add one or two argu
ments to what has already been said. 
We have attained political freedom 
not attained economic freedom as my 
hon. friend Dr. Mookerjee has said. 
Without economic freedom, this poli
tical freedom is a mere mirage. Every 
act which we are doing, every Bill that 
we are passing here is taking us away 
from the goal of economic freedom. 
By giving chances to these capitalists 
under the name holding companies who 
from America boss over us through a 
number of subsidiary companies in 
India, we are putting ourselves more 
and more into the clutches of big 
American capital. I wish I had time 
to tell the hon. Finance Minister how 
this oil imperialism had worked in 
Mexico, how the oil imperia
lism had worked in Iran and Iraq. 
During the war in 1944 or 45, I was 
one of the scientists who were sent to 
America and Europe on a good-will 
Mission. We found that the technique 
of oil exploration for oil had gone 
beyond all measures, and after return
ing from America, I and my scientific 
friends had submitted a report to the 
Government of India that India should

organise a Central Geo-physical Labo
ratory where we ehovld train our yovatg 
men in the methods of this oil expb>* 
ration, oil refinery and so forth. Now, 
so far this report has remained un
noticed in the archives of the Gov
ernment of India, and now we are 
asking all these different companies— 
the Standard Vacuum Oil. Co., The 
Burmah-Shell and all their subsidiar
ies—to undertake this great philantho- 
pic work for us. As a scientist, I may 
tell you that whatever these compan
ies may find, they are not revealed to 
the Indian public, and they are utilis
ing them for t h ^  own use, and when 
a company is started, all the great ex
perts will be from America, and we 
may be told that Indians cannot be 
trained to this kind of knowledge. As 
a scientist, I completely differ from this 
view. We have sent our students to 
America. Many of them have been 
trained in methods of geo-physical ex
ploration, and if the Gk)vernment take 
my suggestion to have a Central Geo
physical Institute in this country pro
vided with up-to-date apparatus and 
machinery, then if we send our youiig 
men on these explorations, and they 
work in co-operation with geologists, 
it will not be difficult for us to locate 
all these pockets of oil in the different 
parts of the country, provided they 
exist.

In 1946 in a lecture I said if there 
can be oil in Saudi Arabia at a depth 
of 5,000 to 6,000 feet, below sand de
posits, there should not be any reason 
why in the Bengal plain there should 
not be oil. And if we had started our 
geo-physical exploration by our own 
men, by now we would not be depen
dent on the foreign companies for the 
location of oil. I would therefore re
quest this House to listen to my plea 
that education in this Country must 
be put on a new level, and that we 
should spend more on education, more 
for the training of our own men, so 
that all this exploration work we can 
do ourselves, we can train our specia
lists. and free ourselves from depen
dence on foreigners.

It has been said that it is only the 
Americans who can perform the great 
work of explorint; for oil. I would 
humbly beseech our Finance Minister 
to read the reports on oil finding in 
Germany during the war. Germany 
during the war had evolved this tech
nique of exploring for oil, and they 
had discovered many oil pockets in 
the plains of Hanover, in the Holland 
border and so on, and they were pro
ducing about two million tons of oil 
every year, and I know that the Ger
man technicians are far more cheaper 
than the American tectinicians. The 
Germans know their business quite as 
well, and I think had it bfen possible
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to sficuse tlie services of a large num
ber of Germans for this work, ulti
mately the exploration would have 
been far more cheaper. The course 
which we are taking today will lead 
us to the same kind of oil imperialism 
which the Americans had imposed on 
Mexico, and it was for this reason 
why, for about half a century, Mexico 
w a s  merely a colony of America, and 
the Mexicans there could not expect 
a better job than that of a peon. 
Every expert used to be brought from 
America, even clerks and others, and 
this is what is happening in most of 
the European concerns in this country 
today. Before the war. before inde
pendence, if you take all these Euro
pean companies, you would find that 
the number of European employees 
were very much smaller and they 
were being paid much less than they 
are being paid today. Now they are 
not only bringing their experts from 
their own countries.— b̂ut clerks, office 
hands, mechanics and so on. They are 
being paid four or five times as much 
as the Indians who do the same kind 
of work. If you take for example, a 
research chemist, the Indian research 
chemist may be paid seven to eight 
hundred rupees a month, but a Euro
pean research chemist who is in charge 
of the laboratory—he may be an ordi
nary B.Sc., and he may have under 
him Indians who are Ph.Ds. of British 
Universities—are paid Rs. 4,000 per 
month. So of a good amount of profit 
which these European companies are 
making in this country, a substantial 
part is being taken away in the form 
of salaries. It is flight of capital on 
a large scale which is taking place 
through this process. I would ask the 
Finance Minister to appoint an Enquiry 
Committee to find out the scales of 
salaries which are being paid to foreign 
employees of European concerns in 
this country, so that this unmitigated 
flight of c a p ita l  m a y  n o t  t tik e  ^ c e ,  
and we may not be reduced in the 
times to come, when oil derricks will 
begin to emerge over the plains of 
24-Parganas or Sundarbans, to the 
level of mere clerks, peons, and order
lies and there will be nobody to 
handle these oil derricks intelligently. 
I think our economic policy requires 
a complete re-orientation, and if we 
put ourselves entirely at the disposal 
of the Americans or any foreigners, 
in the way we are doing we shall not 
be solving the problem of our econo
mic freedom. Without economic free
dom, as I told you, our political free
dom is not worth even a farthing.

S hrl C. D. D eshm ukh: As I pointed 
out, we have the three agreements and 
the companies have started private

limited companies here in order to 
implement or start implementing tiieir 
part of the bargain. Therefore, the 
undoubtedly weighty observations 
which have fallen from the hon. Mem
ber who has just finished speaking 
could only be regarded as entering a 
caveat in regard to any future negotia
tions and so on, and I have no doubt 
that the Ministers concerned will take 
them into consideration.

So far as this Bill is concerned, as 
I have said, we are concerned with a 
very limited issue. He has more or 
less supported the observations made 
by the hon. Dr. S. P. Mookerjee in re
gard to tra in i^ . I better read out 
now the provision in the agreement in 
regard to training. This is with one 
of the companies:

“It will ensure that the Indian 
company will arrange for the 
training of an adequate number 
of Indian personnel in refining 
operations, for employment in the 
refineries, and subject to the right 
of the Management to select per
sonnel, will employ Indians in all 

. capacities whenever qaulified 
Indian personnel shall be avail- 
able’\
I do not think that this could be 

constructed as facilitating their em
ploying Indians only in a clerical capa
city, and we shall take care to see 
that Indians—qualified Indians—are 
employed at all levels including the 
technical level.

That leads me on to the other point, 
and that is the contrast in the situa
tion here and in other countries of the 
Middle East. So far we have not yet 
discovered any crude oil. There is 
some, partly in Assam, which is a very 
small percentage, and therefore, the 
case is not comparable with the Middle 
East.

Shri S. S. More: Did Government 
make any efforts to find out crude oil?

Shri C. D. Deshmukh: Efforts are 
being made. The dispute was about 
the method by which we discover 
them. It is not denied that efforts 
were made. What we were asked to 
do was to make efforts in some other 
way. The fact is established that 
efforts are being made, and as I said 
in my previous speech, the companies 
will be bound to use our crude oil 
when we find it. Therefore, I see noth
ing wrong in our learning the art of 
refining against the time when we 
should find the crude oil. The case, as 
I said, in some of the Middle East coun
tries is different. There it is known 
that they have the oil, and the quet- 
tion Was how it was to be refined, whe
ther it was to be riftned by a  foreign



company or whether it was to be re
fined by a nationalist and so on. It 
seems to me that by these agreements 
we have a chance M learning the art 
in advance of finding deposits of crude 
oil. For the moment I think the oil 
that would be refined will suffice for 
our present purposes, but experience 
has shown that our oil consumption is 
going up by about five or ten per cent, 
every year, so that as new sources 
become available, them we ^ a l l  |b« 
able to find out new means of exploit^ 
ing them. That applies even to sjrn- 
thetic oil from coal. At the moment I 
am advised that the oil produced by 
synthesising coal is not as economic as
oil that you get by refining crude oil. 
But it may be that that situation may 
not remain permanent. There may 
be inventions which would reduce the 
cost of producing synthetic oil, and 
there is nothing to stop us from esta
blishing plants in order to exploit that 
particular source.

Dr. S. P. Mo<^erJee: The hon. Minis
ter referred to synthetic oil. A full 
scheme and a project report were pre
pared for manufacture of synthetic oil 
from low-grade coal which was avail
able in abundance in India. Has any
thing been done about it, or has the 
idea been dropped for the time being?

Shri C. D. Deshmukh: It came up 
several times before the Planning 
Commission, and it was finally dis
covered that it would cost us more to 
get the oil by sjmthesising coal than 
by other means. At one time—1 do not 
know whether it was before the hon. 
Member left us— t̂here was a question 
as to whether we should have the re
fineries or whether we should have a 
plant for synthesising oil. Then there 
was the other aspect also, that whereas 
it is easier to store crude oil, it is not 
so easy to store coal.

Dr. S. P. Mookerjee: You can have 
both.

Shri C. D. Deshmukh: What I mean 
is that there is this advantage in 
favour of crude oil. Anyway, that 
other scheme has not been set aside 
for ever. If the economics of it chang
ed for the better, I have no doubt that 
we should be able to find out some 
room for it not in this plan, but per
haps in the next plan.

I am afraid I cannot make very use
ful observations in regard to the esta
blishment of the Central CJeo-physical 
Laboratory, because I have been taken 
by surprise. I am not prepared to 
answer the hon. Member. I can 
imagine, knowing his expertness, that 
there must be a great deal of advan
tage in establishing such a geo-physical 
laboratory to train our own people so 
that we should be able to stand pro
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gressively on our awn legs. All I can 
undertake to do is. te draw the atten
tion of the Ministry concerned to these 
observations.

Lastly neither the Finance Minister 
nor the Government is as static as the 
hon. Member opposite imagines. 
Speaking for myself. I cannot see why 
we should be prepared to face a cer
tain amount of gentlemanly revolution. 
It all depends on how you define re
volution. We are well aware of the 
fact that we are living in changing 
times. When the Planning Commis
sion makes a reference to mixed eco
nomy, it does not mean a mixed eco
nomy in which the proportions of the 
mixture are fixed. The proportions- 
may keep changing also; in our coun- 
^  which is quite notoriously under
industrialised, there is such a vast field 
in which the State can take an in
creasing amount of interest, that I 
cannot see any conflict of interests 
between the private and public sectors. 
It is not as if we are wedded to hav
ing recourse to capitalism for every 
further industrial venture.

With these observations, I commend 
my motion to the House.

Mr. Deputy-Speaker: The question is:
“That the Bill, as amended, be

passed.’’
The motion was adopted.

INDIAN PORTS (AMENDMENT) 
BILL

The Minister of Law and Minority 
Affairs (Shri Biswas): I beg to move;

“That the Bill further to amend 
the Indian Ports Act, 1908, be tak
en into consideration.”
This is a very simple measure which 

seeks to amend two Sections ot the 
Indian Ports Act 190̂ , section 14 and 
section 31.

12 N oon

The first one relates to the question 
of recovery of actual expenses incur
red by the port authorities in salvag
ing property from a vessel which may 
be sunk or wrecked or stranded in the 
port. The present provision is that in 
such a case, the Port Authorities are 
empowered to sell the salvaged articles 
by public auction, and to recover the 
cos's out of the sale proceeds. But 
there is no provision as to what will 
happen if the sale proceeds are not 
sufficient to cover the costs incurred. 
Power is now being taken in that be
half. The amendment now seeks to 
provide that in such a case, the out
standing diiTerence will be recoverable 
from the owner of the vessel, and it 
is very necessary to do so. No such




