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MOTION RE: ANNUAL REPORT 
OF INDIAN REFINERIES LIMITED 

Shri D. C. Sharma (Gurdaspur): I 
beg to move: 

''That this House takes note of 
the Annual Repon~ of the Indian 
Refineries Limited for the period 
from the 22nd August, 1958 to the 
31st March, 1959, laid on the 
Table of the House on the 11th 
March, 1960." 

I rise to speak on this motion and 
iJtitiate this discussion with very 
mixed feelings. In one way I am 
glad that this motion on the pioneer-
ing attempt in our nascent oil indus-
try is being maWr by me. But, at the 
same time, you will find that the 
report for the period from the 22nd 
August, 1958 to the 31st March, 1959 
has been signed among others by my 
hon. friend.,-as for so many other 
hon. Members,-the late Shri Feroze 
GGndhL The fact that he is one of 
those who have signed the report has 
a very tragic significance for me as 
for so many other hon. Members. I 
do not know what he would have 
made of the Indian Refineries and 
what great contributions he would 
have made to work this project. It 
is unfortunate that he was cut off in 
the prime of his life and it is unfortu-
nate that he did not live to see the 
full fruition of his effol"lts. It is also 
tragic that he could not live to give 
his drive and energy to this very 
noble venture, that our country has 
undertaken. 

Whi!e initiating ·this discussion, it is 
very difficult for me to forget him. 
He was a prince among men and a 
king among parliamentarians. If he 
had been born in America he would 
have been a great business executive; 
if he had been born in United King-
dom he would have been by this time 
a member of the Cabinet. But he 
chose to serve his couMry in many 
ways and brought to bear on it his 
sense of patriotiml. hit sense of 
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business efficiency and his vIsion for 
the future of this country. There-
fore, while speaking on this report. 
I wish to pay my homage to this 
grea'~ patriot, this great parliamen-
tarian and this great gentleman who 
was entrusted with a task which is 
full of untold possibilities for the 
good of India. 

15.13 hrs. 

[MR. DEPUTY-SPEAKER in the Chair] 

This is a venture of its own kind. 
While our country has done pioneer-
ing work in so many o~er fields, I 
think the work in this field is one 
of the most commendabie that has 
been done. When I think of the oil 
map of the world, I feel that this oil 
business is a kind of imperialism. 
Our country has always been against 
imperialism, and though we have 
liquidated political imperialism, it 
has not yet been possible for us to 
liquidate this kind of economic impe-
rialism. When I survey the world, I 
find that there are sO many giant 
cartels and so many mammoth com-
panies and so many big concerns 
exploilting the resources in oil of 
other countries. What profits they 
made is not possible for me to say. I 
cannot go into the economies of oil 
exploitation, but I can say that wiJth 
the question of economics is also 
bound up the question of peace. 

These oil companies are on the one 
hand making use of the helplessness 
of certain under-developed countries 
of the world and on the other hand 
they are, indirectly if not directly. 
trying to fan in some ways the fiame 
of war. It is because this is an age 
of energy and this kind of energy is 
required not only for our daily use 
but also for the big machine of war 
that this world is bringing into being. 

I think it was a very happy idea 
of the Government to have refineries 
of its own. It is true we have foreign 
refineries in this country, and they 
would have liked to expand their 
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capacity and to add to their business. 
They have money and the technical 
knowhow and all those things. But 
our Government which has some-
times taken very bold decisions took 
the bold decision of having these 
relineries in the public sector. I 
think this is a very momentous deci-
sion, a decision of a far-reaching 
nature, a decision which will bring 
us rich harvests of many kinds in the 
days to come. 

The Burrnah-Shell was there; the 
Standard Vacuum was there; the 
Caltex was there. They have already 
their refineries in Bombay and 
Visakhapatnam. But it is good that 
we have been able to set up parallel 
refineries in the public sector, and I 
visualise the day when the work of 
oil refining will be in the hands of the 
public sector and when We will be 
able t" do away with the foreign 
companies by giving ,them very good 
compensation as is provided in our 
Constitution. I am not generally In 
the habit of paying compliments, and 
I do not think any compliments will 
be paid to anybody. Still, I think the 
Minister of Mines and Oil deserves 
some compliment for bringing this 
into being. There are some unchari-
table newspapers which have called 
him the Minister of War instead of 
Minister of Oil. I am very happy lie 
has been called Minister of War, 
because he has been waging a war on 
behalf 01 the public sector and in the 
frep India of today there cannot be 
a more righteous and more deserving 
war than this war. 

I now come to some of the points 
I find in this report, which is the first 
of its kind. I have no doubt that as 
time passes, the report will gain in 
volume. interest and accumulation of 
details. But even as it is. it gives 
enough material. I will take up the 
Board of Directors first. I would 
very respectfully submit that the 
Board of Directors should be consti-
tuted in such a way that there are 
three tvpes of men' in that. Firstly, 
,therp Rre DubHe men. Shri Feroze 
Gandhi and Shri Bha!(Vati constitute 
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the element of public men. Then, 
there should be persons who have 
business experience of this kind. We 
have lAS and ICS people and thougll 
they are very able, I believe this 
business management is not always 
to their .:aste; it is not always ill 
keeping with their aptitudes and is 
not always warranted by their expe-
rience. There should be some persons 
who can bring to bear on the delibe-
rations of the Board the economic 
aspect. I think there should be some 
technical men also. After all, the 
work of exploiting and refining oil is 
a very technical matter. You may 
say you will keep the technical men 
in the background and get their 
experience from behind. No; I think 
in free India, technical men should 
have a better deal and they should 
be entrusted with this kind of work, 
so that our refineries have all those 
elements to direct their efforts which 
are needed. 

I am very happy that we are going 
to have two refineries, one in Assam 
and the other in Bihar. I am very 
happy that the refinery in Assam will 
be functioning by the end of next 
year. 1961 will see the fruition of the 
efl'orts that we have been making. I 
am also happy to find that the 
refinery in Bihar will be functioning 
by the end of 1963. All these are 
very good signs. But I would request 
the Minister not to remain content 
with these two refineries. 

I think Gujera.: needs a refinery 
and Gujerat should be given its 
chance. After all, we have discover-
ed oil at Cambay and other places. 
As we have considered the claims of 
Assam and Bihar, similarly we should 
give due weight to the claims of 
Gujerat. I have been reading in the 
papers that SoU/:h India also wants a 
refinery. If possible, South India 
should also have a reftnery. 

Sbrlmati Parvathl Krishnan (Coim-
batore): Punjab also. 

Shrl D. C. Sharma: I do not speak 
for my State; you will speak for m,. 
State. I hope you will be sportsman 
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enough to do tha.~. Therefore, we 
should try to expand this refinery 
business as much as possible. 

The agreements that we have arriv-
ed at with the Rumanian Govern-
ment and with the U.S.S.R. are good 
as far as ,:hey go. They are charg-
ing us 21 per cent interest. I do not 
know what rate of interest is charged 
lily others who lend us money; I think 
they charge us a much higher rate of 
intereSlt. I am also happy to find 
that the Rumanians are going to take 
upon themselves the training of per-
sons in the art or science of erection, 
maintenance and opera.~ion of these 
retineries. From the report, I find 
that already about 50 engineering 
graduates and diploma-holders have 
been sent to Rumania. I also learn-
I speak subject to correction-that 
most of them have come back and 
have started work. 

But I do not find any mention of 
the training programme which the 
the Soviet Union is going to under-
take for the purpose of these refIn-
eries. Perhaps that may be there 
and that may come into being after-
wards. There may be a kind of ap-
pendage'to the agreement which we 
bave already signed with the USSR. 
But my feeling is, so far as the train-
mg programme under the Soviet 
agreement is concerned, it is not 
yery clear. It is said: 

"The Soviet organisation is also 
to assist in bringing it to the 
rated capacity, and depute to 
India for such purposes Soviet 
specialists, train specialists, and 
skilled workers in the USSR and 
associate them in the design of 
the Oil Refinery." 

But I do not know if any steps have 
been taken to have this thing mate-
rialise. 

I would not be too much of an op-
timist if I say that we should try to 
be 'self-sufficient so far as supply of 
technicians in this country is con-

cerned. Our own people should m83-
ter the technique of erection, super-
vision and all that, so that we have 
not to depend all the time upon other 
countries. In so many ways, we are' 
trying to acquire the necessary know-
how and I hope the Minister of 
Mines and Oil will be able to tell 
the House some day that we have 
been able to provide the requisite 
training to our men in our own coun-
try. Training is very essential for 
things of this kind. 

I find a great deal of money ha~ 
been spent on travelling expenses 
and establishment. I do not know 
what the implications of that are. 
For instance I find that the establish-
ment is going to cost us about Rs. 88 
lakhs and the travelling allowances 
have also cost us about R3. 88,000. I 
would say that the travelling allow-
ances and the establishment charges 
should not have taken such a big 
slice of the money that has been in-
vested on it. 

Then, I have been reading some 
very unseemly controversies in the 
press. For instance we have estab-
lished two refineries in the States of, 
Assam and Bihar. I have been read-
ing in the press, and I speak subject 
to correction that 1Ihe citizens of these· 
two States want that every employee· 
of these refineries should be a nation-
al of that State. That, I think, is 
pl"Ovincialism carried to a very ex-· 
cessive degree. I hope I am wrong. 
but I have read it in the papers and 
nobody seems to have the courage to 
contradict it. I would suggest that 
the Minister should make these con-
cerns all-India concerns which shou'd 
reflect the charactor of' the whole of 
the country, after giving due weight 
to the States in which they are situa-
ted. These refineries should give uS' 
the impression of the unity and one-
ness of India and they should not 
give Us the impression that they ar.,. 
provincial concerns, managed by 
provincial people and meant mostly 
for the benefit of the States in which 
they are situated. 
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I feel that these oil refineries are 
going to do us a lot of good. We 
are going to save about Rs. 40 crores 
of foreign exchange when the refin-
eries go into full production. Also, 
in future the adjustment of prices, 
royalties and sO on will be done at 
our suggestion. I also think that 
these refineries will give a fillip to 
road transport and will reduce the 
pressure on the railways. But I 
would say that if we wllnt to have 
up to date refineries we should estab-
lish pipelines from the east to west 
I think the conveyance of oil by pipe~ 
lines will be much more economical 
than by railways or roadways. I 
think that such a scheme is inherent 
in the nature of business that we 
have undertaken of setting up these 
refineries. 

I will now say a few words about 
the workers. The township is still in 
the making in Assam. The township 
in Bihar is yet a paper scheme. I 
hope when the townships are estab-
lished something will be done for the 
workers also. Here I find from a 
book which gives an idea of the re-
ftneries of various countries how 
many amenities they give to the 
workers. There are regular wages, 
vacation pay, holiday pay, pay for 
.ays of rest, housing allowance, be-
nefit of welfare, thrift plan, death 
benefit, educational expenses, medi-
.1 and hospital expenses, sickness 
and accident benefits and recreation 
and other benefits. I hope the work-
ers in our refineries will also have a 
similar deal and that the story of 
the Hindustan Steel, as reported . in 
the press, will not be repeated. I 
read in the papers that the Hindustan 
Steel has contravened the provisions 
of many labour laws in many respects 
and the reply of the Minister, I res-
pectfuliy submit, was very evasive. I 
would say that a proper and gene-
rous deal should be given to the 
workers. 

I want to conclude with a quotation 
from the Guardian, of London or 
Manche.ter, I do not know. 

An hOD. Member: Manchester 
Guardian. 

Shri D. C. Sharma: It used to be· 
called Manchener Guardian; now it 
it only Guardian, I am sorry to say. 

15.25 hrs. 

[SHRt MULCHAND DUBE in the Chair! 

That correspondent says that the' 
oil business in our COWltry has fought 
three battles and has been successful 
in all these three battles. In the first 
place, the oil companies used to think 
that the price of oil cannot be touch-
ed but We were able to get reduction 
in the price of oil. At the same time, 
it used to be stated that we must 
stick to getting oil from some of the 
well-known cOWltries of the world, 
but We bought Russian oil below the 
Gulf prices and w" brought down the 
prices. Thirdly, we are now becom-
ing bulk suppliers of oil from bulk 
buyers. This is how the correspond-
ent of Guardian has put it. These-
are the three smaIl battles and the 
fourth battle will come when we 
think of having alI these refineries in 
the public sector. 

If there is a case for the nationali-
sation of any industry, I think there-
is the strongest urge to nationalise 
the oil industry in my country and 
also to nationalise the refineries Per-
haps it may not be possible for' us to 
nationalise the oil industry just now 
and it may take some time. It is 
bound to come but it will take some· 
time. I hope the day will not be far 
off when we shalI be able to have all' 
this oil refining business in the pub-· 
Iic sector. With these words I com-· 
mend this Report for the c~nsidera-. 
tion of the House. -

Mr. Chairman: Motion moved: 
"That this House takes note of 

the Annual Report of the Indian 
Refineries Limited for the period 
from the 22nd August, 1958 to the 
31st March, 1959, laid on the 
Table of the House on the lIth 
March, 1960." 
l'II'ow, Shrl Hem Barua. 
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Shri Braj Raj Singh (Firozabad): 
:1 have got to move my amendm"nt. 

Mr. Chairman: The amendment is: 

"the Government should na-
tionalise the various oil compa-
nies operating in India; 

the Government shou'd at-
tempt to reduce the selling rates 
of different types of oils sold to 
the consumers." 

I think both of them are out of order, 
-because they go beyond the scope of 
the original motion. 

Shri Braj Raj Singh: That is not 
the point. As a matter of fact, if, 
according to the motion, we were 
only to discuss the report on the re-

· fineries, there will be no purpose in 
· discussing this motion. 

Mr. Chairman: Whatever that may 
be, the amendment given notice of 

· by the hon. Member is beyond the 
scope of the motion and, therefore, 
·disallowed. 

Shri Braj Raj Singh: What is the 
motion? The motion is for discussing 
the oil policy of the Government of 
India. 

Mr. Chairman: I can see what the 
motion is. As it stands, this amend-
ment is OUt of order. 

Shri Braj Raj Singh: I can under-
stand that part (a) of my amend-
ment which says that the Government 
should nationalise the various oil 

· companies operating in India might 
be declared as out of order. But what 
about part (b) which says that the 
Government shou'd attempt to re-
duce the selling rates of different 
types of oils sold to the consumers? 

Mr. Chairman: By this motion we 
· are only taking note of the report of 
the Indian Refineries Limited. There 
is no question of the prices being re-

· duced or the rate being lowered or 
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anything of that kind being done. I 
am, therefore, definitely of the opi-
nion that the amendment is out of 
order. 

Shri Braj Raj Singh: Shall I be 
pcrmitted to speak at least? 

Mr. Chairman: Let him finish. 

Shri Hem Barua (Gauhati): May 
on this occasion, Sir, pay my humble 
tribute and respect to the memory 
of Shri FeroZe Gandhi who, as the 
Chairman of the Board of Directors 
of the Indian Refineries Limited, 
brought to the institution the benefits 
of his inspiring leadership and dyna-
mism of his personality? He was a 
man of deep vision. He possessed 
great insight and abilities of organisa-
tion. We, with the Indian Refineries 
Limited, deep;y mourn this loss. 

Oil is going to decide the destiny 
of this country and Shri Malaviya 
who presides over the Department of 
Oil is surely going to be India's man 
of destiny. But then there is the 
conflict of mind so far as the admi-
nistration of oil in the private or the 
public sector is concerned. There are 
today operating in this country four 
refineries and all these four refineries 
are organised, managed and adminis-
tered by foreign oil interests. In 
between them they refine crude oil 
to the extent of 5'5 million tons. Ex-
cept the refinery at Digboi, the other 
three refineries have to depend en-
tirely on their own sources of sup-
ply. This has brought one thing to 
prominence and that is that these 
foreign oil interests contPol not only 
the market but also the prices of 
crude oil. Often it is found that the 
prices of crude oil that they charge 
do not reflect the price of crude oil 
obtaining in the Gulf area. Becau.-c 
they enjoy a monopoly of refining oil, 
the Government have to approach 
them from time to time for the re-
duction in the price of crude oil com-
mensurate with the Gulf price. This, 
I would rather say, is an obnoxious 
tendency and this reflects the ten-
dency on the part of these foreign oil 
companies to control the entire oil 
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business in this country. This is a 
sad commentary on the state of things 
that the foreign refineries even re-
fused to refine Russian crude oil. 
Even the biggest refinery at Bombay 
with a refining capacity of 2· 6 mil-
lion tons refused to do it. That is 
why I say this is a sad commentary 
on the state of affairs in this country. 
These monopolists control our market 
and our business so much so that 
ultimately the Government had to re-
.,ise the decision of importing crude 
oil from Soviet Russia. This exposes 
one thine. 

Another thing, which is very im-
portant, is that when we came to a 
decision to import crude oil from So-
viet Russia immediately, on the heels 
of it I would rather say, these foreign 
companies, particularly, the Burmah-
Shell offered a reduction in the price 
of crut}e oil to the extent of 7! per 
cent and Stanvac and Caltex follow-
ed suit by a reduction' to the tune of 
5 per cent. This exposes our help-
lessness. 

Another factor comes to my mind 
and that is that when the IOC want-
ed to dispose of the Russian diesel 
oil to the Bombay Electricity Supply 
and Transport Undertaking, Stanvac 
eame into the picture and offered 
lower tenders. This is because Stan-
.,ac and Caltex enjoy what is called 
a protective duty and our Govern-
ment have tried their best because 
of the circumstances obtaining today 
in the world market to see that these 
protective duties are not at all war-
ranted. But may I say that the Gov-
ernment have so far failed to bring 
these foreign companies to a reason-
"ble frame of mind vis-a-vis the 
prices operating in the world mar-
tet. This means a drain on our 
foreign exchange and the pity of the 
piece is that Stanvac has of late en-
tered into an agreement with Pak-
istan without any protective duty 
whatsoever. 

The destiny of India is going to be 
decided by the prospects of oil in this 
eountry because oil moves the wheels 
1323 (AI) LS-8. 

of civilisation as much as it' moves 
the wheels of war. When some news-
paper described Shri Malaviya as the 
Minister of War, possibly that news-
paper had that idea in its mind. What-
ever that might be, we want the 
Government to adopt a basic oil 
policy unfettered by extraneous con-
siderations and cireumstances. We 
must not allow the history of the 
Middle East to be repeated and re-
enacted on the soil of India. That 
would be a bad day for us. In order 
to achieve this I would say that the 
foreign oil interests in this country 
must be made to conform to the na-
tional needs and aspirations and the 
mind of the country. 

We have rather launched a venture 
of industrial expansion and because 
of this leap forward that we have 
visualised through these ambitious 
Five-Year Plans we should see that 
our interests, particularly in the ave-
n ue of oil, are safeguarded and are 
not allowed to be frittered away ac-
cording to the whims of these foreign 
oil companies operating in this coun-
try. 

The Planning Commission has 
come out with a computation and ac-
cording to the computation of the 
Planning Commission by 1966 India's 
oil requirement would be to the tune 
of 14 million tons. Out of this it is 
expected that 6 to 7 million tons 
would be provided by the oil fields 
in Naharkatiya. The hon. Minister 
in his statement said that it is 12 
million tons, but the Planning Com-
mission's statement is 14 million tons, 
I suppose. 

The Minlster of Mines and Oil 
(Shri K. D. Malayi"a): The Planninll 
Commission's estimates, as I remem-
ber, is much less than 12 million tons. 
It is perhaps ten million tons. 

Shri Bem Barna: When I read the 
han. M"il'.ister's statement that it is 12 
million tons by the end of the Third 
Plan and came to know that it is 14 
million tons according to the Planning 
Commission I also had a conflict in 
my mind. Then I thought it better 
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to g:> by the Planning Commission's 
computation rather than by Shri 
X'Ihviya's. Possib y he was making 
a shtement in a public place and it 
is difficult for one little head to 
carry so many things. 

About the other oil fields in the 
country, they are expected to pro-
duce 2 to 2'5 million tons. It is only 
the residue of this computation that 
we shall have to import from abroad. 
I w~uld s'ly that all possib e sources 
of oil must be tapped in order to 
m,ke this country self-sufficient. I 
congntulate the hon. Minister for 
trying to do this in a very serious 
W"lY. In th'lt case alone when we 
h'ive to import crude oil from abroad 
the rate is expected to be cheaper 
th'ln the rate th'lt is charged by the 
foreign oil comp'inies at present. This 
would sub3hntially save our foreign 
exch'inge also. 

About the residu'il oil requirement 
w:lUld say th'lt our import po icy 

must not depend so much on the 
import of refined products from 
foreign countries because that would 
mean a heavy drainage on our foreign 
exchange. I would say it must be the 
residual crude oil that is to be im-
ported. In order to put this into 
effect there must be an expansion of 
the c'ip'lcities of the refineries that 
are visualised in the public sector. 
The Government have visualised, for 
inst'ince, two refineries. One refinery, 
the Gauhati refinery, will be on stream 
by December, 1961. They have visu-
alised another refinery at Barauni. 
But I would say th'it they should 
visu'ilise _ twq more refineries at leas~ 
one at Gujarat in order to refine the 
crude oil that wi"! be made available 
from the field at Cambay and another 
a coastal refinery, I would rather say 
at Cochin, so that our imported crude 
oil if we have to import for our Plans 
might l)e refined in the new refinery. 
It must be borne in mind th9t several 
other items like high speed diesel oil, 
furnace oil, kerosene, gaSOline, and 
bitumen are not to be imported and 

foreign exchange spent on that be-
cause these things come out in the 
process of refining crude oil. 

Crude oil has been discovered in 
Cambay. I came to know-my infor-
mation may be wrong-that there is a 
prop eal to refine the crude oil at pre-
sent available in Cambay in the 
refinery a~ Bombay managed by 
foreign oil interests. If that s so, I 
would say that that would again come 
within the ambit of their influence. 
This also shows the lack of foresight 
on the part of the Governmen\ if I 
may say so. I understand that Burmah 
Shell have approached the Govern-
ment again with a prop oSal to expand 
its present refinery from 2'6 million 
tons to 3'9 million tons. This is an 
obnoxious tendency, because in that 
case, the oil market is controlled more 
and more by these oil companies. 
Rather than their influence getting 
decreased, their influence gets increas-
ed. 

What about oil in this country? 
w'uld say 'hat private ownership, after 

. investing Rs. 100 crores, possibly con-
trols 80 per cent. of the oil market in 
this coun' ry and in the face of that, 
Government does not have sufficient 
or effective or adequate machinery 
for distribu'ion of this oil. On the suc-
cess of the public sector ventures 
depends the destiny of India. Because, 
the private sect-Ir has powerful allie. 
allover the world. It is a very sad 
thing to note that a very em nent eco-
nomist like Prof. Galbraith has des-
cribed our socialism as post-box socia-
lism. I would say that they have got 
allover the world powerful allies 
monopolists. wh:ll would like to under-
mine our efforts. 

About the Gauhati refinery, this 
would be on stream by December, 1981. 
This is going to be a baby refinery 
with a refining capacity of '75 million 
tons. A second refinery is to be at 
Barauni. Both of them would work 
with the crude oil available at Nahar-
katiya fields. :May I kn~ what was 



1447 Motion re: KARTIKA 30, 1882 (SAKA) Annual Report of 1448 
llldiata Re1hIeria 

Limited 
the purpose or what was !he considera-
tion in having one single refinery 
bifurcated into two? For instance, the 
refinery at Nunmati, Gauhati, is sup-
pas d 'a be an economic unit, if a 
small refinery could be an economic 
unit, a bigger refinery would also be 
an economic unit for ali inten's and 
purp ses. As far as I remember, it 
was an expert committee which re-
commended a refinery originaliy either 
at Gauhati or Barauni or Calcutta. 
This committee said that the refinery 
would be econom'cally feasible in any 
of 'hese places. Therefore, I do not 
understand the decision of the Gov-
ernment. The two refineries would 
wo~k the crude oil fr m the same 
field. This would increase the capital 
cost. Government have taken a lot of 
time in deciding the sites. Tha~ has 
also involved expenditure. At the 
same time, it is understood th9.t Gov-
·ernment is snl of a divided mind so 
far as Barauni refinery is concerned. 
Barauni site was selected with expert 
advice from Indian and Russian 
sourcDS. About the G~uhati refinery, 
I heard that the original e<;t;m~te that 
was made with the help of Rumanian 
exn~,.ts was made without details, 
without selection of s·te. without ancil-
larv facilities th'!t may be made av~il
able to the reflnerv bv the State. 
Th",.ofore, that p.Hmate of R.. 10.5 
crore'! is not a final estim-te. Th"Te-
fore. I would reoue.t the Government 
to m'!kp " fresh e.timate of the expen-
diture likely to be involved in this 
reflnerv so that 'his rpf\nerv mi~ht 

serve as a model for other refineries. 

S"ri D. C. Sharma referred to the 
eD1Dlovment par cy of the refineries. I 
would say that the emploYment policy 
that was pursued by the Gauh~ti re-
finerv initially was haphazud and 
sliJ)"hoD. T am Very sorry to say that 
it is this policv that had a p~rt in the 
disturbances in Assam. It is quite lelO-
tim'!te for the sons of the soil to de-
manrl a share in the work'nlt of the 
refinery. It is quite leg'timate for 
the 001'\5 of the soil in Bihar and Assam 
10 have a share there, esnec!-llv the 
sons of the soil in Assam bec'luse 
'they belong to a backward agrlcultu-

ra1 State. The refinery is going to 
constitute the nucleus of indus:rial 
revolution there. I want to make one 
thing clear. So far as West Bengal is 
concerned, there is legislation to find 
pr 'per opportunities of employment to 
the sons of the soil both in the private 
and public sectors. In Assam, no legis-
lation is on the anvil like tha~. But, 
the demand of the people there is 
opportunities for the sons of the soil. 
By sons of the so 1, they understand 
not like the pe·'Ple in West Bengal, 
people who are indigenous to the soil, 
but their idea is more comprehensive. 
They mean by this those people who 
have permanent interests in the State. 

I must congratulate the Minister, 
and especially, Shri Feroze Gandhi, 
for, he understood ~he implicat ons of 
this demand. In the light of this 
understanding, he tried to put the re-
c-:rd straight. ! only hope and trust 
that Shri K. D. Malaviya, with his 
broad vision and wide ou!Iook, would 
follow the same steps. 

Mr. Chairman: Shri Vidya Charan 
Shukla. 

Shri Mahanty (Dhenkanal): Is there 
any t·me-limit? 

Mr. Chairman: I think he will take 
7 minutes. 

Shrl Vidya Charm ShnJrla (Baloda 
Bazar): Mr. Chairman, the first annual 
report of the Indian Refineries gives a 
very interesting picture. I am happy 
that the refinery is going on right 
direction. I would join w th the rest 
of the Members of this House in de-
manding that at least two m-re re-
fineries should be set up in our coun-
try during the Third Plan period. One 
of them is already contempla"ed. But, 
in my opinion, the installed caDacity of 
the refinery is much too Insuffic'ent to 
cope with the oil potential of the 
region, and the Ministry must give 
very serious considera'hn to expand-
ing the capacity of the proposed 
Camb'lY refinery. It goes without say-
ing that these two refineries mu'll; be 
established in the pubrc sector. There 
is no question of any private refineries 
coming into ~ndia any more. 
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-The Minister is credited with having 
said that he would prefer to import 
refined products rather than import 
crude ail and refine It here, and the 
argument used by him is that our 
pattern of consumption of petroleum 
products is such that if we import 
crude oil and refine it here, it will in-
crease the imbalance of various petro-
leum products that we already have. 
I tail to understand why it is not pos-
sible with suitable technical adjust-
ments in the refineries themselves to 
alter the kind of products that we can 
get out CAf them. I am not a techni-
cian. But, I sUPPOSe that with suitable 
alterations in the design of the refinery, 
it is possible to have more diesel oil 
than petrol, or it is possible to have 
more kerosene oil than ordinary petrol. 
After all, we are not going to depend 
0111 the imports of refined petroleum 
products. Sooner or later, as we see, 
we are going to be self-sufficient in 
the production of crude oil in our 
country. I fail to understand how 
atter that, the Minister is going to 
remove the imbalance because our 
crude oil production from our own oil 
!l.elds is going to be the same as we 
might import. As a matter of fact. 
it the Minister's stand is taken to its 
logical conclusion, it means that to 
remove the imbalance in the produc-
tion ot petroleum products, he will go 
0111 importing refined pertrueum pro-
ducts from abroad even though we 
m'ght be self-sufficient in the produc-
tion of crude oil because it we process 
our own crude oil it might increase 
the imbalance. So, it is better that 
we plan our own refineries in such a 
manner that the crude oil that is im-
ported is refined into suitable petro-
leum prcducts to suit our demands. 

The other most important considera-
tion regarding the establishment ot 
two more oil refineries is the element 
of time. The country knows well that 
the oil find in Naharkatiya was firm-
ly established in 1953, and a potential 
of 2' 5 million tons of crude oil has 
been established till today, a potential 
which we have not been able to ex-
ploit because we do not have refineries 

of our own. This has cost us at least 
Rs. 170 crores in foreign exchange, 
because this much of crude oil we 
have had to import from abroad. As 
the Oil and Natural Gas Commission ;s 
doing a splendid job, I suppose within 
five or six years we will have enough 
crude oil of our own to refine. I do 
not want the country to be faced with 
the prospect of having to wait tor four 
or five years again to have en -,ugh 
refining capacity to refine that oil. 

The important point's that if these 
two refineries are established in the 
public sector, they can, to begin with, 
refine the imported crude oil; later, we 
can stop the import of crude oil and 
switch on to our own production as 
soon as it is established. The loss of 
time which we had to face in the case 
of the Nabarkatiya oil will not be there 
if we have the two refineries ready by 
the end of the Third Plan. 

Shri Mahanty: The first report of 
the Indian Oil Refineries presents no 
picture whatsoever, encouraging or 
discouraging, except the picture of the 
model of the Gauhati refinery and the 
picture of the hon. Minister. It has no 
further significance except reporting 
that the Noonmati refinery will go into 
production towards the end of 1961 
and the Barauni refinery by the end of 
1963. 

A pertinent questian arises in this 
context. In their last annual report, 
the Ministry of Oil had given us an 
assurance that the Noonmati refinery 
would go into production by March, 
1961. I invite the attention of the hon. 
Minister to page 35 of the I'ep~rt of 
the Ministry of Steel, Mines and Fuel. 

Shri K. D. Malaviya: Yes, I said 
March, 1961. I own that still. 

Shri Mahanty: So, somebody must 
explain now why there is going to be 
a delay of about eight months in com-
missioning this plant. One is apt to 
remember here the adage "once bitten, 
twice shy" in the context of the delay 
that has taken place in our steel pro-
jects. Time being short, I will not 
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further dilate on it except to state that 
I am prepared to enter into a bet with 
the hon. Minister that this refinery 
will not go into production by the end 
of 1961. 

Shrl ADsar Barvani (Fatehpur): It 
would be ill~al. 

Shrl MahaDty: It would be legal 
because it is made on the floor of the 
House. 

Shrimati Parvathi KrishDan: And in 
the absence of the Finance Minister. 

Shri Mahanty: TIlat is because his 
report also conveys anly this dismal 
picture. 

The agreement with the Government 
of Rumania was entered into on 20th 
October. 1958. Thereafter, we had to 
take long six months to decide on the 
site. With all humility, I ask the 
Government: if in matters of such 
great moment like the production of 
oil they take six long months to ftnd 
out a site. how can we expect that the 
en t: re structure will be ready by the 
end of 1961? We find from the report 
that only Rs. 1 crore out of the Autho-
rised capital has been issued. Out of 
Rs. 10 crores, or whatever is the esti-
mated cost. we do not know how much 
has been invested. We only learn 
that sOllile spadework has been going 
on. I have got my own premonitions 
that we might not be able to complete 
this project by the end of 1961. 

Another question also comes to my 
mind in this context. Why are preli-
minaries not taken up before we decide 
upon such projects? I venture to 
th:nk that the attitude of opening a 
pan shop has come to bear upon the 
production of oil in this country. That 
should not -be the attitude. People 
glibly talk of production of cil. Oil 
has got four important aspects. The 
first is exploration. Petrol is virtually 
an elusive pimpernel. By the time you 
reach the site. the oil has moved fur-
ther away. Tons and tons of money 
are necessary if we are going to lIur-
vey our four lakh square miles of oil 
deposits in the country. The Becond 

aspect is the production of erude. The 
third, of course, is refining, BBd the 
fourth is distribution. I venture to 
submit in this context that the various 
organisations that we have got in the 
sector of oil lack co-Drdination to be 
able to produce satisfactory results. 

The pundits of the Planning Com-
mission have allotted the fantastic sum 
of Rs. 175 crores, and they expect that 
this country would be self-sufficient in 
oil production, but any knowledgeable 
perscn knows that in countries like 
Columbia, Amer;ca, Sumatra and else-
where, millions and millions of dollarl 
have been spent merely in locating 
these oil deposits, and the percentage 
of dry wells is so great that it will 
belie the optimism of the most robust 
amongst us. 

We have an arrangement with Oil 
India to lay pipelines to Barauni and 
Noonmati. The han. Minister would 
possibly assure the House that by the 
time the oil refinery in Noonmati is 
complete, Oil India would be in a POll1-
tion to lay all the pipelines to N oon-
mati so that the crude is transported, 
because if the pipelines are not ready 
and the plant is erected of course 
there will be nothing to refine except 
our own hopelessness. 

I shall conclude by paying my 
wholehearted compliment to the hon. 
Minister for the dashing manner in 
which he is trying to solve one of the 
basic problems of Indian econcmy, 
namely oil. 

Shri Khadilkar (Ahmednagar) : As 
the time at my disposal is very short, 
I will be brief and just try to stick to 
my points. On this occasion, I cannot 
but remember my friend, the law 
Feroze Gandhi. Because of his aSSO-
ciation, I have given some thought to 
this oil business, and : must express 
my gratitude to him. 

Now, we are entering the oil busi-
ness, and there is an illusion that ex-
ploring for oil will lead us to pros-
perity very soon. I want to warn the 
hon. Members as well as the hon. 
Minister about the dangera and pitfala 



1453 Motion re: NOVEMBER 21, 1960 Annual Report of 1454 
lnd.an Refineries 

[Shrl Khadilkar] 
in this business. I will refer to some 
points on wh ch I h PI! the han. Min-
ister will throw some light. 

The first question is this. We are 
planning for two refineries, but so far 
we have nltt decided anything about 
the price of crude. I say :his because 
in international publications, it is 
given that the price of crude per barrel 
is about 25 cents. And the so-called 
international selling price is 1 dollar 
and 85 cents. So far as .JUr agreement 
is concemed,-India Oll L:d. is, of 
course, a part of the Burmah Oil Co. 
and ourselves--noth ng has been de-
cided; it has been kept vague, whether 
the determining factor for the crude 
oil that will be utilised here will be 
on the basis of cost of produc'ion or 
the price of similar crude nll imported 
here, or the international oil pr ceo 
This point is very important, because 
Burmah Oil Company is taking oil 
from the Naharkotiya field and the 
adjoining field as well. 

16 bra 
We are also entering the field of 

dJstribution. So far Assam gets sup-
plies from the D gboi refinery. What 
are we going to d j as regards distribu-
tion? Is there any planning in this 
regard? For, it is a question of get-
ting ~ank wagons. Tochy, tank wagons, 
I understand, are being controlled by 
a committee where the foreign oil 
interests dominate; and even in respect 
01 the fore'gn oil that has been import-
ed, diftlculties are placed, as regards 
tank wag:ms, by this committee, so far 
as I know. Assam will be supplied by 
the Digboi refinery. From that cen-
tre. part of Bengal, North Bihar and 
U.P. are being supplied. So, the ques-
tion of transportation with a tenuous 
railway link with Assam is a very 
important bottle-neck. Unless we 
dear it of!, it is no use thinking in 
terms of oil. This is another aspect 
10 which the hen. Minister must give 
some thought. 

In this connection, I would like to 
point Qut that we have imported some 
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all. But I feel, and Government also 
know it, ana the Mmister also will 
have to say someth ng .ill this rna ter, 
that there IS no installation, and t.lere 
is no arrangement so far as distrib.!tiOll 
is concerned. And we are sUPPJ.>ed 
also to distribute .hese product.s ia a 
partlcular way; otherwise, we shall 
have to pay high charges for tanker-
ing. What arrangements for st3rage 
and distribution have Government 
made and what arrangements are hey 
g_ing to make .n future? 

My next point is this. Some hon. 
Member just now asked when the 
oil refinery will be complete. So far 
as the Rumanian plant is concerne:i, I 
have nothing to say against i~. They 
have helped us. But I learn that there 
is some difficulty, which is there not 
only in this but in our chemical ndus-
try also. The Russians have copied 
the Western designs. would lik? to 
know what type cif refinery We are 
ultimately going to get? If they sup-
ply one of the copied patents, the,> the 
interna'ional patent law will be vio-
lated. I want to know whe 'her the e is 
any truth in this, and whether th~ final 
design would produce the defin'te 
quality that is required in the circum-
stances or not. That aspect also must 
be fully clarifled. 

Now, I come to the selection rf sites. 

Mr. ChaJrmaD: The han. Membel: 
should try to conclude now. 

Shri Khadilkar: I shall just men-
tion the points. I am not going to 
deliver a speech. So far as the plant 
near Gauhati is concerned, Govern-
ment have selected one site. B"t so 
far as the stein Bihar is c ncer'led, 
still, a controversy is going on. There 
were committees for selection, but I 
do not know whether they have made 
any final selection, without any ob;ec-
tion as regards site • personalh- feel 
that there are demands from Orissa, 
Madhya Pradesh and everywhere. 
EverybodV wants a refinery in his own 
S~ate. They consider refinerY as s me-
thing which would add to their pres-
tige and prosperity. But that is not 
nnssible. becaus.. ther.. are also other 
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factors to be considered. It was 
because of local pressure tha; you had 
accepted a refinery in Assam, which 
was not necessary, in my view, if we 
were to apply our minds scientifically. 

Sbrl K. D. Malaviya: I hope Shri 
Barua is not here to listen to th s. 

Sbrl Khadilkar: When we speak 
here, we speak for India. If I am g~ing 
to be over-pa riotic as regards my own 
region, I am not going to help plan-
ning in this country, nor am going 
to help you also in your effart. 

Shri K. D. Malaviya: Mv hon. 
friend has to convince Shr~ BUua. 

Sbrl Khadilkar: I am saying that 
this kind of thing is not good. The 
unfortunate part is ·hat you always 
yield to local patriotic pressures. You 
must stClP daing that hencefarth. That 
is the only point. 

Then, there is the quesion f pipe-
lines, because all your schedule de-
pends upon that, about 250 mles for 
the Noonmati refinery from Naharko-
tiya and about 720 miles for the Bihar 
refinery. Here also, you have a con-
tract for laying these pipes, with a 
foreign conoern. I do nat know whe-
ther Rourkela will be able to supply 
those pipes during this period. My 
humble submission is that there is 
likely to be a gap either wav; either 
the refinery will be ready, but the 
pipe-lines will not be ready, or the 
pipe-lines will be ready, but because 
of the pa ents and other things, dilB-
culties may arise, and the refinery may 
take a long time. I do nat know what 
wi I haopen. Some clarifi~ation is 
c:alled for on this point also. 

We just now heard about the amend_ 
ment to 'he original motion. It is not 
for me to say anything about it. But 
nationaUsation is very difficult, because 
we have pnte-ed into a contrac~ fo~ 25 
years, and considering hDW these 
foreign concerns have now caoi'aUsed 
their a!!Sets, ·t would be difficult for US 
even to take over Digboi. That is 
what we sh'lll find it we go into the 
capital structure of all these companies. 

Leaving this aside, I now wan~ to 
ask a question regarding the producta 
of the refinery. I am told that furnace 
oil is being sold outside the countrl at 
a lesser price than even crude 0 L 
What is this kind of hing happening? 
Can you not control this? These con-
tracts were made with the3e two re-
fineries in Bombay. _ learn that they 
have entered into con:racts win 
Pakistan now with different condi-
tions; certain most Ibject onabIe CO"l-
mtions that were imposed on us have 
been removed in the agreeme"lts w'th 
Pakistan. So, I would appeal to the 
hon. Minister to clarify this po nt also 
here and now. 

So far as mot ··r spirit is concerned. 
we have a surplus of it. We are short: 
of kerosene, high-speed die3el a:ld 
other things, but motor spiri~ will be 
definitely a surplus product. Would 
the hon. Minister give a thought to 
entering Onto a b!lrter agreement with 
Pakis'an In respect of this product? 
We are trying to get some sui gas from 
them. Can we n t supplv motor soirit 
to them in exchange? That would be 
economical from the point of view of. 
planning. 

Mr. ebalrmaa: The Mn. Member 
should conclude now. 

Shrl ·Khadllkar: I cannot exhaust 
all the points, bu' I am not going to 
make a speech; I shall just mention one 
or two more po·nts. 

Shri S. M. Banerjee: Is there any-
body to listen to the hon. Member? 
It is most unoftrunate that such an 
important thing is being dis~u'sed 
here, but there Is no quorum in the 
Hou~e. It is most unfortunate th ~t 
peoole are not either interes' ed in oil 
or they have not got the charm for oil. 

Shrimati Parvathl Krishnan: That 
shows the confjden~e thOlt h~n. Mem-
bers have in the hon. Minister. 

Shri Khadllkar: I wanted to refer to 
many important aspects, but I sh.qll 
just mention one aspect of the matter. 
Undertaking the planning for rl'fj'1eries 
and the d;s~overy of new oil fields are 
very good things. But mere discovery 
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ot oil by itself means nothing. It is a 
good thing that we have got oil fields 
for the supply of raw materials, but 
that by itself has no meaning. There-
fore, instead of getting over-enthusias-
tic about it, I would appeal to the -hon. 
Minister that he must give some 
thought to the question of planning 
from a long-term point of v:ew in 
order to avoid the contingencies to 
which I have referred; by having in-
stallations and by otherwise creating 
~n atmosphere for a parallel distribu-
tion system for oil in this land, for, 
then alone will he be able in some way 
to impress on the oil monopolists who 
are operating in this country that we 
mean business. Here, I might remind 
the hOD Minister that according to 
the contracts entered into with them, 
the clistribution of whatever they pro-
duce is their concern, and Government 
cannot interfere therein, jf I have 
understood it aright. This also is an 
aspect which the hon. Minister must 
clarify. 

Shrimati Parvathl Krislman: I am 
thankful to you for giving me tIrla 
opportunity to speak after the points 
that Shri Khadilkar made in the 
speech that he did not make. 

With regard to the Report, it is eeor-
tainly a very attractive_looking Report, 
and tRe photograph of the . Minister 
that is there also adds to the beauty 
of it, no doubt. At the same time, I 
feel that the Report does not go far 
enough, nor does it give suftlcient 
details as to why there is this very 
slow progress in the development of 
oM. refineries 8lld the Indian Reftnerietl 
Limited. 

As my hon. friend, Shri Mahanly 
mentioned, one of the most important 
aspect. that strikes one on reading the 
Report and on having read the earlier 
speeches, statements and reports that 
we get from the Minister and from 
tRe Ministry---and this point .oeII 
.trike one very forcibly-is that it ill 
very important today tRat there should 
be much more integration between the 

various arms that exist in the Oil 
Ministry. For instance, We have the 
Indian Refineries Limited, then we 
have the Oil India Limited and then 
there is the Oil and Natural Gas Com-
mission, all these carrying out their 
various tasks with a certain speci1lc 
object in view. But by and large, as 
was quite apparent from the speech. 
tha t were made also, all these issues 
are linked up. They all have one 
common goal. Therefore, it is certain-
ly necessary that there should be much 
closer integration so that the work 
would be more centralised and allo 
when these things come up for discus-
siOn here we are in a position to ha_ 
a more comprehensive picture before 
us of the general oil position in the 
country. 

For instance, when we take up the 
question of the refineries and their 
progress, immediately the issues that 
come up in one's mind are those relat-
ing to storage and distribution. Time 
md again, we find during discussions 
in this House, and in new;; items ap-
pearing in the Press the question of 
distribution and storage coming up 
like King Charles' head, whenever 
there happens to be a certain crisis in 
our progress towards fulfilling the oil 
plan that we have before us. There-
fore, I would appeal to the Minister to 
give serious thought to it. Today 
when We are on the eve of the Third 
Five Year Plan, with all the experi-
ence that we have behind us and the 
experience that he has had from hi. 
visits to various countries and the 
consultation with the foreign experts 
and foreign consultants who come 
here, it should be possible to evolve 
this integration so that apart from 
other things we in Parliament are also 
in a position from time to time to 
have a very comprehensive picture of 
the posi tion of the refineries, explora-
tion, distribution, storage etc., and we 
are able to have a more complete dis-
cussion. Otherwise, what happens 11 
that we have luch unfortunate hap-
penings as the ruling out of 8hri !lraj 
Raj Singh'. amendment, because that 
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is an aspect that certainly merits dHI-
cussion and it would be valuable if we 
could take up such a discussion and 
have the issues thrashed out. 

With regard to the question of an 
oil refinery in the south, this has also 
time and again been taken up in the 
House. We see, as the reqw.rements 
of the country are increasing and u 
we are progressing with our Plan, how 
important this issue is becommg so 
that we have a more balanced proper. 
tion and are in a better pOsition so far 
as storage and distribution are con-
cerned. So I would request the Minis-
ter to give this matter serious consi-
deration and not look at it purely as 
a demand being put forward on paro-
chial considerations. Of courSe one 
did hear for five minutes a very poetic 
dissertation on the question of sons of 
the soil by Shri Hem Barna. I do not 
know why he forgot the daughters also. 
But this question of the sons of the 
soil is there but I would not like to 
go into that' now. I would appeal to 
han. Members to see that where these 
major public sector concerns come up 
such as steel, oil and so on, we should 
have a really patriotic, national ap-
proach towards it. It is not just a 
question of the baby being nursed by 
one particular State or one area or 
another. After all, it is the country 
as a whole that these public sector 
industries are going to benefit. They 
benefit all of us. 

Therefore, the issue really is whe-
ther the plan of having technicians. 
trained is going on apace, whether our 
resources as far as technicians are 
concerned are being tapped systemati-
cally and whether those technicians 
are being given the conditions of work 
and the opportunities of training M-
quired so as to enable them to do their 
very best. If that is done, if they are 
helped in this manner, then certainly 
I feel that we will be able to progress 
very rapidly in our various public 
sector concerns. I also feel that if the 
integration of the various arma is 
effected, the parochial approach will 

fade away and a more overall all-
India approach will become more and 
more the pattern of the day. 

Lastly, in the Limited time allotted 
to me, I would say one thing. We 
have had all sorts of new nomencla-
tures given to the Minister. One 
moment he is an Oil King; at another 
time he is made a Minister of War 
prancing round in a Don Quixotic way 
with Hilver white teeth; at anothv 
time We are told that he is a Man of 
Destiny-that is what Shri Hem Barua 
called him. We iIeep on having these 
various nomenclatures bestowed on 
him, but to me he is plain Shri K. D. 
Malaviya, Minister of Oil. I would 
nat like to be a profit, nor would I 
like to have anything that I may say 
thrown back in my face. 

Therefore, I would appeal to him to 
take in to considera tion all the sugges. 
tions that have been made to him in 
all seriousness and help to give more 
clariflcation on this question-the diffi-
culty of crude oil prices, the difficulty 
of storage that has been facing us and 
the policy Government have in mind 
with regard to increasing the number 
of refineries in the public sector. It 11 
only after we see in actual practice 
what our achievements are that we 
will finally be able to decide whether 
he is a King, a Minister or a Man of 
Destiny or all the three rolled in to 
one. 

.np~l1I'fk~: ~~, 
ri SPf'r 4' o..it ~ ~ ~T~ ;f 
~ '!fu.11r, \'IlTif ~ ~ ~ ~ 
~ 'fiTlf 'fil ~ fif;1rr 1fT, qq;fi ~ 
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'fiTlf • ~ fif;1rr 1fT ~ m;f. ~ 
~~~~I 

~<n:~m~'fi'@"IT~~ I 
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~~~~WfiTI~ 
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tt ~ {HI'w.nr{lti~ it; ~ lit 
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"to examine the principles and 
elements according to which the 
selling prices of various petroleum 
products in India should be deter-
min:d after 1st April, 1961," 

'Ii ;;n;ro ~ fit; ~ ..,ltit ;f 
~ CI'I> ;m 'tiFt fiI;1rr ~ .m: ~ ~ 
f.t;ij' mrr it 'tiFt OR ~ ~ ? ;tfiI; ~ 
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~ <50 io ~T-.~ : f.t;ij' ..,ltit 
lIiT~t? 

Shrl BraJ Raj SiDCh: The Govern-
ment of India set up a committee to 
examine the principles and elements 
according to which the selling pr:ces 
of various petroleum products in 
India should be detenruned after 1st 
April, 1961, 
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8hrl K. D. !\Iaiaviya: Sir, on this 
occasion, when the first report of the 
Indian Refineri 5 Limited is being con-
sidered by the House, it is appropriate 
tha t we are all reminded of the leader 
of the Indian Refineries Limited who 
is no more amongst us. How we all 
wish it had not happened and Shri 
Feroze Gsndhi had been present h"re 
amongst uS wh:·, this first reDOrt is 
b. ing considered by the House. I 
associate mysel! whol-e_heartedly and 
fully with all that nas been said by 
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-the Mover of this motion, my hon. 
friend, Shri D. C. Sharma. 

I would now like to consider certain 
reIe-nn t issues raised in connection 
with the consideration of this reporL 
(Interruption). Incidentally, I must 
pay this compliment of being partially 
relevant to the issues to my friend 
opposite, Shri Mahanty although he 
was moot caustic and, in a way, most 
uninformed in his criticism. He laid 
that progress of the work of refinery 
is not satisfactory; and that, looking 
to the figures of expenditure it is most 
improbable that the refinery-the 
Nunmati refinery--could go on stream 
in 1961 December. He also takes me 
to task for having committed myseU 
to March 1961 as the p<!riod beginning 
.of this refinery. 

According to arrangements made 
then and the experience that we had 
accumulated by that time, and the 
sequence of programme that was laid 
down, it was our be!;2~ that the ·esti-
mates of programme would be stuck 
to and that the refuleTy would go on 
stream in March, 1961. Subsequently, 
We found that there were unavoidable 
delays. Those unavoidable delays 
·cannot be traced to negligence on the 
part of certain officia13 or the Ministry 
as a whole; but they are unavoidable 
delays which are inherent in such a 
gigantic task which is undertaken in 
its newness. Nevertheless, I would 
briefly recapitulate ..... . 

Shri Mahanty: May I make myself 
clear? The delay is 9 months ....... . 

Shri K. D. Malavlya: Nine months 
is no delay when We have to take into 
consideration the various aspects. We 
did not possess the knowhow of thia 
work; we have not got the consultants; 
we have not got the machinery here; 
and there are a lot of difficulties in 
. the selection of sites .... 

Shri Mahanty: May I ask a ques-
tion? 

Shrl K. D. Malan,. ...... many prob-
:lema that hne to be faced becauae CIIf 

the p:culiar passions roused in con· 
nection with the projects, provincia-
lism and all that. Sometimes it be-
comes inevitable that We have to 
depart from our original estimates. 

Now, I would like the House to note 
the progress that has been made up-
to-date in connection with the Nunma1ll. 
Refinery. Eighty-two per cent. a1. the 
civil engineering work relating to the 
kerosene refining plant has been com· 
pleted; 78 per cent. of the civil engine-
ering work for the installation and 
foundation for crude distillation unit 
and gas oil neutralisation units hu 
been completed. This consists of 
Lundation, superstructure for column .. 
heaters coolers, condensers etc. The 
total c~ncreting work to be done with-
in the refinery amounts to 38,000 cubic 
metres out of which 11,300 cubic 
metres have so far been done, repre-
senting 29 per cent. of the total con· 
creting work. 47 per cent. of the work 
relating to coke production and coke, 
mechanised transport system unit had 
been completed which includes col· 
ums, condensers. etc. 60 per cent. a1. 
the foundation work for the gasoline 
sweetening unit has auo been com-
pleted. Site preparation for the power 
hou~e has been completed. 86 per 
cent of the work connected with the 
pressure stations including line net 
work had been completed. Civil en· 
gineering works are also in progress 
in other units such as main loading 
rack, power plant. stearn lines, process 
water pump house, etc. In respect of 
civil engineering works outside the 
refinery, 55 per cent. of the work for 
the approach road to Braharnaputra 
has been completed; 65 per cent. of 
the work for the ftrgt stage water 
supply scheme including the water 
treatment plant has been completed; 
65 per cent. of work of the sewage 
disposal plant for the temporary colon,. 
had been completed and 60 per cent; 
of the werk in construction af the 
temporary housing colony has been 
completed. In respect of the mecha. 
nical engineering works, 28 percent. 
of fabrication for steel work in plan, 
had !Men completed. 23 per cent. of 
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the pre-assembly erection work In 
super-structure and 8 per cent of tbe 
pre-assembly erection work in plant 
has been completed. With regard 10 
the electrical engineering works of £he 
proposed six transformer sub-stations, 
fIve have been completed in all res-
pects and connected to the 11 KV 
feeder line of the State Electricity 
Board. These transformers are now 
supplying power to the structural 
workshop, construction site, etc. Build-
ing and other structures for three 
ofher transformer stations have been 
completed. Up-to-date 34 Rumanian 
experts haVe already arrived at 
Gauhati to supervise and advise In 
construction and erection works of 
the refin~ry. For taking up the res-
ponsibiJi ty of running the refinery from 
our own side when the Rumanian ex-
perts or most of them have left, 48 
trainees were sent to Rumania in June-
July, 1959 and most of them have 
returned and are now in position at 
the construction site. I presume, Sir, 
this is not a bad picture. I am not 
prepared to indulge in any sort of 
b~tting with my hon. friend, Shri 
loIahanty. But I want to assure him 
that we have shifted our time-table 
from March 1961 to December 1961, 
with a full sense of responsibility. We 
have also tak;>n into consideration all 
aspects of the c()..ordinating part of the 
work. The pipe-lines will come in 
time; they will deliver to us crude oil 
and the storage tanks would have 
been installed and presumably the 
work in connection with the distribu-
tion of petroleum preducts that would 
be produced from the refinery also 
would have been completed by that 
time. I believe that our programme 
will b~ adhered and we shall start 
producing petroleum products from 
ihe Nunmati refinery In time. That ia 
mostly the facts that" I have to reporl 
to the House in connection with the 
first report. 

With regard to Barauni, the agree-
ment between the two parties the 
Government of India and the Soviet 
Government had been contracted and 
all arrangements tor training of tech-
aicians and specialised instructora to 

Limited 
come from that country to our country 
to impart training to our own specia-
lists if we make a request to them 
have been agreed upon. A contract to 
train a number of Indians had aIs'D 
been entered into and most of the 
technicians who have to proceed to the 
Soviet Union had also been selected. 
As the House is aware the site for the 
Barauni refinery has also been selected. 

In this connection, certain doubts 
were raised and criticism levelled 
against the Government with regard 
to the selection of site for this refinery. 
Some exaggerated reports appeared in 
the Press. The fact of the matter is 
this. Some experts differed on the 
steps that should be taken to guard 
against certain aspects relating to 
foundations in that area. After long 
consideration, certain steps were pro-
posed. In the very nature of things, 
some views had to be accepted and 
others, rejected. Those views which 
were rejected perhaps became known 
and gave cause to such a controversy. 
The site for ·the Barauni refinery has 
now been properly selected and all 
stens hwe been taken and the founda-
tioils questions also have been agreed 
upon. We expect a detailed project 
report any time next month from the 
USSR. On its arrival we shall start 
the construction programme. We have 
systematically worked out the pro.. 
gramme and we hope that a part of it 
will be ready in 1962 and the whole of 
it, by the end of 1963. We cannot, at 
this stage, specifically lay down the 
various proposals that are likely to be 
started in 1962 but looking to the pro-
gress that we are makinll in the 
Barauni refinery, we hoPe that by 
1963 the Barauni refinery will start 
production to its full capacity. 

Something was said about the cost 
estimates of Gauhati refinery. It is a 
fact that originally the cost estimate 
was higher than at the time the 
balanc~ sheet was prepared. At the 
time the balance sheet was prepared 
the Indian Refineries had worked out 
the cost estimates at about Rs. 20 
erores. Subsequently after disCU3Sion. 
with the Rumanian experts a sub_ 
committee of the board of directors 
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eonsid:·red them. The total cost now 
envisaged· is Rs. 18: 03 crores. It has 
been reduced to this from Rs. 20.75 
crores and this is being examined to 
see what fur.her r~ductions can be 
effected in this. But this estimate 
compares very favourably with tne 
Cai_tex refinery at Vizakhapamam 
-whos~' total cost was Rs. 14.13 crores. 
Leoking to the distance from the sea 
port and the higher cost of transpor-
tation in Assam after examination it 
has been found out that the two estI-
mates are v:-ry favourably comparable 
to each other. I want to assure the 
House that the money that has been 
all~tted for the two refln:-ries will be 
utilised within the period and the pro.. 
gramme will go according to our plans. 

I will now, Sir, very briefly deal 
with certain other aspects that have 
been raised in connec.ion with the 
consideration of the first report of the 
Indian Refineri:s although they are 
not very much within the purview of 
this routine consideration of the report. 
Nevertheless, as the points have been 
raised, I would like very briefly to 
touch some of those points although 
the time available to m~ this after-
no~n and the occasion is not quite 
appropriate for a comprehensive deal-
ing of those points. 

Shrimati Parvathi Kriohnan has 
drawn our attention to the fact that 
theT"' ought to be closer integration 
between the various aspects of the 
programme undertaken by the GOVeTll-
ment in the oil industry-for instance, 
the exploration which is undertaken 
by the Oil and Natural Gas Comml!l_ 
sian, the refineries which is being 
undertaken by th~ Indian Refineries 
Limited, the production of crude oil 
which is being undertaken in collabo-
ration with the Assam Oil Company 
by the Oil India Limited and the new-
-Iy createu Indian Oil Company which 
is re~pon.ible for the distribution of 
oil products. Time has come when 
Government ought to give some consi-
deration to the examination of such 
a co-ordination of activities so 
far as it is consistent with the 

best interests of all the program-
mes taken separately. Govern-
ment are giVIng their considera-
tion as to how best we could co-
ord -nate all the activ: ties to give it 
more efficiency and economy. It· 
could either be integrated at the top 
or in the middle. There are, however, 
difficulties in its integration in a total 
way. But I do not see how our pre-
sent programme is be ng hampe-ed 
because of any supposed lack of colla-
boration or integration. 

Doubts were raised and it was said 
that the di3tribution mechanism of the 
Government of India which is being 
created in the Indian Oil Company 
has not yet ach· eved any level of effi-
ciency Or standard. It was aSked, how 
we are going to distr:bute the oil that 
we will produce from Nunmati? I 
want to a3sure the House that we are 
very act-vely conside-ing this ques-
tion, and the very purpose of creating 
th's Indian Oil Company sufficiently 
long before it will be called upon to 
distribute the oil products produced 
by the public sector refinery is that 
we should exam·ne the entire aspect 
of the question. Further we will see 
how best we can co-ordinate with the 
ex· sting private oil distributing com-
panies, and how far we have to create 
our own facil-ties for distribution. 
Further i\ will also be examined how 
far we wi"! ('o-ordinate distr'bution or 
rail system with a chain of pipel'ne 
which has to be created in the whole 
of the country. All these questiona 
are very much under consideration of 
the Government, and we hope that by 
the t'me Nunmati refinery products 
will be available for consumpt·on we 
will have made seufficient arrange-
ments so that the products produced 
will not lie idle and will be used 
mostly by the efforts of the public 
sector company known as the Indian 
Oil Company. 

I do not w'sh to refer, in this con-
nection, to the controversy that waa 
recently raised when some of the pet-
roleum products arrived from U.s.8.R. 
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'1'his is part of the game and, as I said 
IIOmetime back, we should be prepared 
for it. If there is competition between 
ourselves in the public sector and the 
private sector, well, we have got to 
face that competition. If it is a rate 
war we have got to face it. On that, 
Sir, I can say, even though the public 
sector Indian 0;1 Company is only six 
month, Old, we shall try our best to 
acquit well and with'n the few 
months that are still available to us 
we hope we sha'l come up to a certain 
standard by which most of the work 
that will be faced by the Indian Oil 
Company will be discharged fa'rly 
satisfactor·ly. If we make mistakes 
we shall admit them, we are likely 
to make some mistakes because 
we are still new to this ven-
ture. I said that sometime back to 
my friends and I repeat it here, that 
in this new venture of oil distt'bution 
it is quite possible that sometimes we 
may make some mistakes. But soon 
after we will have made up and ac-
quired sufficient experience to distri-
bute oil products that we import from 
abroad and also that we produce from 
OUr own public sector refineries. We 
shall do so we hope economically and 
cheape- than what other oil companies 
are doing today. Our cost of distribu-
tion 's expected surely to be lower 
than the cost of distribution of some 
of the oil companies that are func-
tioning today. 

It is to be reorganised, Sir, that the 
public sector Indian 0] Company has 
come to stay. It will discharge its 
duties, if possible, in collaboration 
with the private installed d'stributing 
companies. If that is not possible, it 
will do that independentlY. But we 
hope that there will be co-operation 
between us in the public sector and 
the pr'vate sector oil distributing COM-
panies. I welcome th's co-operation 
because it is not the intention of the 
Government to drive out any of these 
companies which have existed here 
for long. But surely, Sir, it is also 
the intent'on of the Government to 
press as hard as possible to get the 
best of terms and create the most fav-
ourable conditions In the interest of 
our consumers in the country, whether 

Limited 
it is the job of oil distribution or refi-
ning or oil exploration. 

So far as the expansion of the exist-
ing refineries is concerned, as the 
House is aware, the whole question is 
being considered very actively, and 
I would not like to commit at thiII 
stage as to what the intentions of the 
Government will be except to state 
that the Industrial Policy Reso'ut'OJI 
of 1956 is always berore us for our 
guidance. It is for all of us to know 
once and for all that this 1956 Indus-
trial porcy Resolution is the biggest 
guiding factor for U3. That w;lI be 
the backg"ound on which we shall 
negotiate, that will be the background 
on which we shall take decisions, 
apart from the fact that there 
are certain practical considerations 
also which have to be borne in 
mind, I have already stated on more 
than one occasion that the ultimate 
refinery capacity in the country will 
be closely linked up with the require-
ment of the country, and it ;s a ques-
tion of calculation phase by phase, 
plan by plan, as to how our consump-
tion will increase. 

One hon. Member quoted me as say-
ing that our consumption will be 12 
million by 1966. Accord'ng to my 
surmise by the end of the th'rd Plan 
period We might consume about 12 
mi'lion tons of petroleum products. 
According to others, it might be 14 
million and yet according to some 
others, it might be 10 m'llion. Per-
haps the Planning Commission's esti-
mate is 10 million. What is needed is 
to bear in mind that the refinery capa-
city should not go much beyond the 
estimated consumption at a time. The 
existing refinery capacity, the poten-
tial expansion of the refineries in the 
pubJ'c sector, the new refinery of 
Gujarat that will come up quite early 
in the third Plan, its capacity-aD 
these factors have to be taken into 
consideration berore we can allow fur-
ther expansion of the existing refiner-
ies. As I sa'd, nothing can be CDJD-
mitted at this stage because a'l these 
questions are being considered by the 
Government. 
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I submit that the programme as 

indicated in this first report of the 
Indian Refineries has now been ex-
ceeded. We have made further pro-
gress and this haa been quite satis-
factory. Questions which revolve 
round the creation of public sector 
refineries are alI being considered in 
all their details, namely, the produc-
tion of crude oil in the country, avail-
ability of foreign exchange, increase in 
the number of refineries, expansion of 
the refineries, transportation through 
pipeline or railway line and the con-
solidation of and further improve-
ment in the work of the newly creat-
ed distributing company known as the 
Indian Oil Company. I have nothing 
more to say. I hope that the motion 
as put by my hon. friend will be ac-
cepted by the House. 

Shri Braj Raj Slncll: What about 
the committee appointed to go into the 
question of revising the cost struc-
ture? 

Shrl 1[. D. Malniya: My hon. 
friend Shri Braj Raj Singh wanted to 
know about the work that has been 
undertaken by the Damle Committee, 
and the question of revising the pre-
sent cost structure of various petro-
leum products which has been refer-
red to it,-the question as to what ele-
ments should go to the making up of 
the cost of each petroleum product-
diesel, kerosene, furnace oil, motor 
spirit, aviation spirit, etc. All these 
questions have been referred to the 
Damle Committee. According to our 
previous resolution, April, 1961 WlIII 
the time when Government should 
have to announce its decision with re-
gard to the ultimate conclusions arriv-
ed at after consultation with the exist-
ing oil companies. This Damle Com-
mittee has issued a questionnaire but 
unfortunately the answers to thil 
questionnaire have not yet been re-
ceived from the oil companies. They 
Rported to us that there is a lot of 
work to be done in order to send de-
tailed replies to the questions and so 
they wanted more time. We ha'Ye now 
agreed to give them more time be-

cause it is possible that they might be 
facing difficulties in preparing the 
detailed answers. It is quite possible, 
therefore, that the publication of the 
report might be delayed by a few 
more months. But we are trying our 
level best to come to some sort of deci-
sion and if we can expedite the work 
of the Damle Committee I shall surely 
inform the House. 

Shri Braj Raj Singh: What are the 
difficulties in the way of the compan-
ies giving the figures? Is it just mani-
pulation as my hon. friend ShriVittal 
Rao suggests? 

Shri 1[. D. Malavlya: Why should 
we assume that the delay is caused 
because they will be manipulating any 
figures? The fact is that there are 
too many items of information which 
have been sought. We thought previ-
ously that the time given to them 
would be enough. But they have pro-
duced some reasons about wh;ch we 
can do nothing but accept. We have 
therefore given them some more time 
and we hope that after a few more 
months the report will be ready. 

Shri T. B. Vittal Rao (Khammam): 
This morninll in reply to a question, 
the Minister said that at Cambay 
region, a refinery is going to be estab-
lished and its capacity is going to be 
1: 5 million tons, and after that is 
added, if possible. May I know whe-
ther "if possible" refers to the refi-

"'nery as a whole or its capacity! 
Secondly, the Burmah-Shell haVe sub-
mitted for expansion of their capacity 
and the Government have asked them 
to submit a modified proposal. In view 
of our refineries that are coming up at 
Gauhati, Barauni and Cambay, may I 
know whether there is any necessity 
at all for the expansion of the capacity 
of the Burmah-Shell refinery at Trom-
bay! 

Sbri 1[. D. Malaviya: I will be glad 
to answer all these questions in the 
fullest detail, but is this the proper 
occasion for it when the first report 
of Indian Reftneries limited is under 
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Limited 
consideration? The capacity of a refi-
nery which is yet to come up near 
about C&mbay, the reasons for the 
capacity being limited to 1 or 1: 5 
million tons, etc. are hardly relevant 
to present discussions. 

Shrl D. C. Sharma: The debate has 
ranged over a very fast field and I 
think all the problems connected with 
oil exploration, oil refining, oil Iltorage 
and oil distribution have been hinted 
at by hon. Members who haVe taken 
part in the debate. One gentleman 
was kind enough to point· out the 
dangers and pitfalls of the oil busi-
ness. Another gentleman was pre-
pared to take a bet. I am not in a 
position to take any bet nor am I so 
knowledgeable as to point to the pit-
falls. But I believe whatever has 
been done so far is very satisfactory 
and whatever prospects we have for 
the future are going to be such as 
will not belie our expectations. 

I am happy that the Minister has 
given a categorical assurance that pub-
lic sector in this business has come to 
stay. That is an assurance which the 
House will appreciate. 

Shrl BraJ Raj Singh: That We knew 
already. 

Shrl D. C. Sharma: You know 
everything, but you forget everything 
when you try to speak. I am very 
happy that the Minister will do his 
best to cut down the prices, so that 
they are in keeping with the prices 
prevailing elsewhere. 

There is only one thing to which I 
want to draw his attention, viz., the 
agreement with Pakistan which some 
of these companies have entered into 
places Pakistan in a very favourable 
position. 

An Bon. Member: Which company? 
(Interruptions) . 

1323 (ai) LS-8. 

Shri K. D. Malaviya: Very recent-
ly negotiations were going on between 
some oil companies and Pakistan for 
setting up a refinery there. It is re-
ported that the duty protection will 
not be given. About ten years back, 
the Government of India agreed to 
certain duty conditions, but the condi-
tions were entirely different. Now 
they have surrendered all the duty 
protection. . 

1'7 hrs. 

Shri Mahanty: Why Caltex has not 
surrendered it? 

Shrl K. D. Malaviya: Because they 
started late, they say. 

Shri D. C. Sharma: I hope that the 
prospects for oil distribution, oil refi-
ning and oil prospecting will gain 
greater and greater momentum in my 
country as time passes. I think our 
country has given a good account of 
itself so far and in future holds a 
great deal of promise, especially when 
the hon. Minister for Steel, Mines and 
Full! has stated that every effort will 
be made to step up the programme in 
all these lines. 

Mr. Chairman: The question is: 

"That this House takes note of 
the Annual Report of the Indian 
Refineries Limited for the period 
from the 22nd August. 1958 to the 
31st March, 1959, laid on the Table 
of the House on the 11th March, 
1960." 

The motion was adopted. 

n.01 hrs. 

The Lok Sabha than ad;oumed tin 
Eleven of the Clock on Tuesdatl, NOfJ-
ember 22, 19601 Agrahatlana I, 1882 
(Saka). 




