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will be taken away from the purview 
of the excise duty. As I have told 
the House many times in the past, 
khandsari and gur are the safety-
valves 'Of the sugar industry. If you 
destroy them, you will destroy this 
industry. You have destroyed the 
khandsari and gur industry in the 
past few years with excise duty. The 
re,ult is that you are faced with sur-
plus sugar now. Therefore, the Minis-
ter must promise to the House that he 
will remove the excise duty on khand-
sari. 

Mr. Speaker: The hon. Minister. 

Shri S. K. Patil: I have nothing 
more to add to what I have already 
said. 

l\fr. Speaker: The question is: 

"That the Bill be passed." 

The motion was adopted. 

14.51 hrs. 

MOTION RE: ANNUAL REPORT OF 
INDIAN REFINERIES LIMITED 

Mr. Speaker: The House will now 
take up the motion in respect of the 
Annual Report of the Indian Re-

fineries Limited. Shri P. G. Deb,-
absent. Shri D. C. Sharma. 

8hri D. C. Sharma (Gurdaspur): 
Mr. Speaker, Sir, I beg to move: 

"That this House takes note of 
the Annual Report of the Indian 
Refineries Limited for the year 
1959-60 and the Review by the 
Government of the working of the 
Company, laid on the Table of 
the House on the 10th March, 
1961.". 

1 rise to in'tiate the discussion on 
this motion with a mixed feeling. I 
think there is no citizen of India at 
this time who does not have some 
idea of the oil map in this C'ountry. 
This map has been expanding in 
extent and also in depth. This map 

has been under study and scrutiny 
not only by the Members of the Lok 
Sabha and the Rajya Sabha but also 
by the people at large. They have 
all been very watchful of the acti-
vities of this -Ministry. I believe that 
we are becoming more and more oil-
minded in this country and the kind 
of ind;rect education that has been 
going on all these years has made us 
very sensitive to the policies dealing 
with oil, oil refineries and oil prices. 

There is one thing which sometimes 
the people are not able to understand. 
The Ministry does not g,ve an up-to-
date picture either of the oil pros-
pecting in this country or 'Of oil re-
fining in this country Or of oil dis-
tribution in this country. The in-

format'on that is doled out to us 
comes to us in driblets and some-
times it becomes very difficult for 
anyone of us to form a clear and 
coherent picture. 

14.52 hrs. 

[MR. DEPUTY-SPEAKER in the Chair] 

Assam is always with us. Gujarat 
is also s'ometimes with us. The Pun-
jab is very often not with us. Rajas-
than has become a part of the news. 
I want to put one question to the 
hon. Minister. Some time back he 
said that he was going to have Russian 
collaboration for oil prospecting in 
Ladakh. What has happened to it? 
I want to ask him as to what has 
happened to his prom'se of prospect-
ing oil in the Andamans. What has 
he been doing so far as prospecting 
of oil in 'Other parts of India is con-
cerned? I must say that in the 
matter of oil prospecting, if there is 
one State in India which has received 
a step-motherly treatment at the 
hands of th's Ministry, it is the State 
of Punjab. 

Shri A. M. Tariq: What about 
Kashmir? 

Shri D. C. Sharma: I think I will 
add Jammu and Kashmir to that. 
When I look at the Punjab, I find that 
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the Minister has been sending just 
token parties for exploration; token 
drilling parties have been sent there. 
He has n"ot taken the Punjab very 
seriously. That may be the case of 
other States also. So, I want to know 
what the total picture, SO far as the 
availabil ty of oil or the prospect of 
availability of oil in the country is 
concerned. I think "our country needs 
to be informed about this point in 
as up-to-date a manner as possible. 
It is not that we should get informa-
tion only from replies to questions that 
are put on the floor of the House. 
I would request the hon. Minister to 
see that he places this information at 
the disposal of Members of the House 
at least once in three months, giving 
us the total picture of what is 
happening. 

Another point which want t"o 
make is this. The report which I am 
going to discuss today is one of the 
most meagre, inadequate, badly pro-
duced and badly wr:tten reports that 
I have seen. Only the other day, I 
was discussing the report of the 
Hindustan Antibiotics, Ltd. I found 
that that report gave a very full 
picture of what was happening in 
that sector of our public enterprise. 
It was a delight to read that report. 
When I looked at and went through 
the second annual report of the Indian 
Refineries, Ltd., I came to feel that 
"officialese"-if I can use that ex-
pression, could not have been practis-
ed at greater length than it has been 
done here. Th: s report will fill any 
person who reads it with feelings of 
dismay, with feelings Of inadequacy. 
He will not be able to know what the 
iSituation is. I compare this report 
with the first annual report, and I 
think that that report makes much 
better reading and gives more detail-
ed information than th:s one. I do 
not know -how and why this chanee 
has come about. 

I find that we hay" b:e:1 having 
changes too frequently So hr as the 
managing director is concerned in the 
Indian Refineries, Ltd. I am very 

0/ Indian Refineries 
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sorry, of course, that the Chairman of 
this company, my esteemed friend, 
the late Feroze Gandhi, who signed 
the first report was not there to sign 
the second report. I am glad that 
they have paid some tribute to him 
and it is a thing which he deserves 
richly. I wish he had lived longer to 
give the Ind:an Refineries the right 
kind of drive and initiative_ But the 
cruel hand of death snatched him 
away. 

I find that the managing directors 
of this company are changed very fre-
quently. Why should they be chang-
ed? These secrets are known only to 
the Ministers and the ~. 

There used to be Shri Shrinagesh who 
was the managing director of the com-
pany. He was shifted to H ndustan 
Steel. I think he was doing very good 
work, very valuable and admirable 
work. He had c'ome to understand 
all the problems of oil refining, but 
as soon as he got a grip over the 
whole thing, he was shunted out some-
where else. Then there came an-
other gentleman to take charge of 
this enterprise. He was also sent 
away after three months and now 
someb'ody else has corne. If yOU look 
at the personnel of the managing 
directors of this company, you will 
find that the Ministry has been dab-
bling with it by chang;ng it too often. 
I wish this was not done, because 
it does not ensure continuity of in-
terest and continuity in the way bf 
promotion of thOse objectives which 
We have in view. I think the hon. 
Min:ster will tell Us why so many 
changes have been made so far as 
this Indian Refineries Limited is 
concerned. 

15 hrs. 

I welcomed the first report as a 
dear relation will welcome a newly 
born child. I wished it well, because 
we all wish a new baby well. When 
the second report was presented, we 
expected that the child would have 
grown in height and weight and would 
be alive and kicking. But on readin, 
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the second report, I find that the 
child is very pale and anaemic; the 
child is going to be a case of arrested 
devel'opment and stunted growth. The 
child does not show much promise of 
growing one way or the other. 

'lbe Minister of Mines and on (Shrl 
1[. D. Malaviya): Some people are 
sWlering from jaundice. 

Shri D. C. Sharma: I do not sWIer 
from jaundice. But I do sWIer from 
one thing, viz., I must call a spade a 
spade. I must look at reality, and 
not at promises. 

Mr. Deputy-Speaker: But care 
should be taken that the spade is not 
applied to the child itself. 

Shri D. C. Sharma: I did not follow. 

Mr. Deputy-Speaker: It was only 
intended for the Minister. 

Shri D. C. Sharma: You and I are 
fond of children. You and I will 
never harm any child. 

What is the progress made in regard 
to the Gauhati refinery and the 
Barauni refinery? I find, so many 
cubic feet of earth wOTk have been 
done, etc. But even the agreement for 
land has n'ot been finalised. For the 
Gauhati project, 270 acres of land 
are already there. 403 acres of land 
have been asked for, 292 acres for the 
township and the balance for water-
supply and effiuent discharge. (Inter-
TUption). What has happened to the 
preparation of site? They have men-
tioned here all kinds of works-civil 
eng'neering works, mechanical engi-
neering works and so on. But I want 
to ask, what is the progress so far 
as these works are concerned and 
..... hy the progress is not as well-de-
fined and as well-regulated las it 
should be. Of course, I would be told 
that the progress is according to the 
schedule, because we do not know 
the schedule. The schedule is known 
only to the Minister. I want to kn'ow 
what has happened so far as these 
things are concerned. 

The same th:ing is there SO far as 
the other refinery is concerned. Of 
course, the promise is given that the 
time-schedule will be kept and it will 
be completed by the end of 1961. But 
on reading this report, I do not think 
this is going to happen. Take the 
question of experts. Of course, some 
persons have been sent abroad ~ 
training. I do not know if all the 
experts have arrived. The report says 
that only 28 out of the 48 Rumanian 
experts have arrived. Therefore, this 
report highlights more of the short-
ages and what has not been done and 
less of what has been done. While 
reading it, one does not feel very con-
fident that what is aimed at will be 
achieved. 

The same is true of the Baraun! 
refinery project. I think the Gauhati 
refinery project is a class by itself. 
The Barauni refinery project also is 
not someth:ing which can fill anybody 
with much self-confidence. Of course, 
all these things are mentioned here-
land acquisition, preparation of sIte. 
etc. But I want to ask what has hap-
pened to the detailed project report. 
Have we got it back from the Soviet 
Union or not? Has it been prepared 
once and for all or not? 

We read a lot about roads-approach 
roads, peripheral roads, etc. and hostels 
Of course. hostels should be there to 
accommodate the foreign experts; I do 
not deny. But I want 10 know what has 
happened to this project so far as 
equipment is concerned and so far as 
recruitment of staff is concerned. 

Para IV (vi) says: 

"Orders were placed for all the 
equipment required for unloading 
and haulage and other tools and 
tackles required for the erection 
jobs and a major portion of these 
equipment has already arrived at 
Gauhati and is in use." 

What is the major portion? When we 
go into the details of these things, we 
find that they do not make very satis-
fying reading. . 
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When I look at the balance sheet, 

I want to know how these charges 
have gone up so steeply. If you com-
pare the figures given in the first 
report and in the second report in 
regard to electric charges, the rent 
paid, the charges for advertisement 
and publicity, etc., they are almost 
three times as much as before. If you 
·compare the charges of printing and 
stationery, postage, telephone and tele_ 
gram charges and the depreciation 
written off in the first report and in 
-the second report, you find that they 
are much more now. In the first 
report, the depreciation written off 
was only to the extent of Rs. 3,314.88. 
But this time it is Rs. 47,734'49. I 
would like to know how all this is 
happening and how the expenses are 

.going up. 

As I said in the beginning, the 
report does not fill me with any satis-
faction. This is not an account of 
things done. It is an account of things 
which might be done. Perhaps the 
Minister would say that all these 
things are going to be done at the 
.proper time and we are discussing 
only the report which deals with 
1959-60. He would say that so many 
months have passed and perhaps many 
things have happened about which I 
.have some knowledge but not a very 
adequa.te knowledge. Of course, I 
must admit that the Minister for 
Mines and Fuel has been almost a 
·missionary in the cause of oil explo-
ration and refining and distribution. 
Sometimes he has taken decisions 
'which have not found favour with 
vested inter.ests, sometimes he has 
done things about which the commer-
cial interests have not been very 
happy; but I must say that so far as 
negotiation. go, negotiations for the 
reduction of price, negotiations for 
bringing more countries in collabora-
tion with oil business, he has been 
em;nently successful and I have 
reasons to congratulate him on that. 
'For instance. we are having agree-
ments with Rumania, with the Soviet 

. Union, with the United Kingdom, 
·with France, with Italy and all these 
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countries fOr the purpose of our oil 
exploration. 

Moreover, I think he has done one 
good thing and that is, he has disso-
ciated exploration from refining and 
distribution. I think that is in con-
formity with the national will of this 
country, that is in accordance with the 
sovereign status of our country, that 
is also in line with our military 
strategy. I do not deny him credit for 
that. I do not deny credit where it Is 
due. He fought a good fight, I must 
say, with some of these companies 
who are refining oil for us in our 
country over prices, and though the 
profit that he has made by negotiating 
those prices has not gone to ease the 
price schedule of these products for 
the consumers I thinlt the Government 
has been able to get some money. 

But no one can deny that the rate 
at which we are expanding is not the 
rate dictated by the needs of our 
country and the urgent problems of 
OUr country. What did we need in 
1946? What were our needs so far as 
these things are concerned and what 
are our needs going to be in 1966? 
What are our needs today in the year 
1961? Our needs are great and the,' 
are growing very fast. I want' to ask 
the Minister what he is doing in order 
to catch up with the needs that we 
are having in this country. Of course, 
these two refineries are there and 
there will be a third refinery also in 
Gujerat. The Mysore people are ask-
ing for a refinery, the people in the 
south are asking for a refinery and 
all those refineries also will come into 
being in the near future. But I ask 
him if he has got a blue-print of the 
needs of our country and the methods 
of satisfying those needs. 

Mr. Deputy-Speaker, Sir, oil is not 
only a matter of daily consumption, 
oil is not only a means of transport, 
oil is also an instrument of military 
strategy, oil is also an instrument of 
industrial power. And, I believe that 
in the matter of oil nobody can be 
complacent. Our worthy Mlnister 
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went abroad and when he came back 
he said that he went to U.K., France 
and Italy, he has seen a lot, he has 
learnt a lot and he has brought a lot. 
I think that is what he said at Bom-
bay. Of course, he has seen a lot; 
there is no doubt about it. He has 
learnt a lot and he also has brought 
a lot, no doubt. But I want to ask 
him whether he has learnt as much as 
he should have. What should he have 
learnt? He should have learnt t1iat 
the pace of oil exploration and the 
pace of oil refining should be accele-
rated. Has he learnt how to accele-
rate this pace? He says that he has 
brought a lot. Of course, he has 
brought a lot. He has had negotia-
tions with all these firms and in the 
matter of these things I know he has 
done a lot of good. 

Mr. Deputy-Speaker: I want to 
accelerate the speed, and therefore I 
am ringing the bell. 

Shrl D. C. Sharma: I want to ask 
the Minister only one question. While 
our needs for oil are proceeding a1 a 
galloping rate-this is a phrase which 
I have taken from the newspapers-
has he got anything, any project in 
view which can keep pace with the 
galloping rate of our needs of these 
thing? 

In the end, Sir, I want to say only 
one thing to the han. Minister. He 
should give a complete picture of 
prospecting, refining and distribution 
to the House as it exists at present. 
He should also ask the department 
which runs the Indian Refineries to 
produce a more readable, a more 
well-informed report. Of course, the 
refinery is yet in the making. We do 
not get here anything about the 
workers' welfare; perhaps, when the 
two townships are built we will have 
some idea of what is being done for 
workers' housing, for giving them 
medical facilities, education and all 
that. But I think even now they 
should be employing some workers. 
We do not get any idea about them. 
I think the gentlemen who are res-
ponsible for bringing tbis report should 
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study the report of Hindustan Anti-
biotics and see how a report can be 
produced which is more or less satis-
fying to a person who does not have 
to deal from day to day with these 
problems. 

On the whole, Sir, our country fa 
doing very well, and for that I think 
the credit goes to the House whose 
Members are so vigilant about any-
thing cOl1lllected with oil and whose 
Members keep the iMinister always 
well informed about the needs of 
the country. Of course, the Minis-
ter also is doing quite well in this 
matter. But I wish that we should 
have a different picture and a more 
satisfying picture, a more adequate 
picture. I want self-sufficiency in 
this matter, I do not wlIIDt to 
depend upon any other country for 
the supply of our oil. I also do not 
want a mixed economy in this sector. 
I am a believer in mixed econOlD7, 
but I do not want mixed econOlD7 
in this sector because this sector has 
very 'lnany implicatiCJllll for us. II 
would therefore say that we should 
work for the day when the whole 
project of oil from A to Z can be in 
the hands of the public sector. I 
am looking forward to that day, and 
[ hope I will live to see that day 
when the 011 map of India showl 
onlyl!:he colour of my government 
and not the colour of any other 
company whetlher it is forei"", or 
Indian. It should be nationalised. 

With these words I commend the 
Report. 

Mr. Deputy-Speaker: Motion mov-
ed: 

''That this House takes note of 
the Annual Report of the Indian 
Refineries Limited for the year 
1959-60 and the Review by the 
Government of the working of 
the Company, laid on the Table 
of the House on the 10th March, 
1961." 

Shrl T. B. Vlttal Rao: (Khammam): 
Mr. Deputy-Speaker, Sir, I entirely 
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agree with my predcessor who has 
said that this Report does not con-
tain much information. To that 
extent I agree with him. Even the 
Review that has been prepared has 
been done iln a most callous way. 
For this oil organisation we :have 
been voting large sums of money 
time and again and we expected at 
least in the Review, if not in the 
Balance Sheet, for the year 1959-60 
a comprehensive review. Unfortu-
nately that has not been done. 

When we consider this Annual 
Report of the Indian Refineries 
Limited for 1959-60, we will have 
to keep in mind the attitude of the 
management of the foreign owned 
refineries in our country who refus-
ed to refine the crude oil which we 
were to get from the Soviet Union 
and the indigenous crude oil produc-
ed at Cambay and Ankleshwar. 
While considering this Report we 
should also bear in mind the recom-
mendations of the Oil Prices Enqu-
irY Committee under the chairman-
ship of 8hri K. R. Damle. 

About the two refineries, one at 
Nunmati and the other at Barauni, 
some facts have been given in this 
Report. They give land acquisition, 
houses being constructed, some tech-
nicians being sent to Rumania IIIIld 
so forth. But what I am told about 
the laying of the pipeline itself is 
this. We were to get the pipes from 
the Rourkela steel plant. I under-
stand that the pipes that have been 
supplied by the Rourkela steel plant 
were fOUllld to be below the specifi-
cations and are, therefore, to be 
returned, with the result that the 
laying of the pipeline has been 
delayed thereby delaying the com-
missioning of this refinery at Nun-
mati. However, we are assured as 
in the Report that the whole refinery 
will go into production by the end 
of this year. We were also told iIn 
the Oil Pavilion in the Indian Indus-
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tries Fair that the Nunmati refinery 
will go into full stream by the end 
of this year. I am not aware at 
what stage it is because I have not 
visited it. 

Coming to the Barauni ~ , 
the first million ton unit will be 
commissioned some time towards the 
end of 1962. The second million ton 
unit will be commissioned somewhere 
in 1963 and the whole thing will go 
into full stream in 1964. In this 
connection I would like to know 
whether it is a fact that this refinery 
at Gauhati is going to incur a loss 
till the whole refinery is commission-
ed on account of the disadvantageous 
agreement that we had with Assam 
Oil, that is. with Oil India. It IS 
estimated that during the years 1962 
and 1963 there will be an annual 
loss of Rs. 3 crores on account of 
that agreement under which they 
were supposed to supply crude to 
this refinery in Assam. I do not 
know how far the pipelines have 
been laid to Barauni and whether the 
time schedule will be adhered to. 
Last time when We asked whether 
the late submission of the project re-
port by the ISoviet experts would 
result in our schedule for commIS-
sioning this refinery in Bihar being 
upset, we were assured .by the hon. 
Minister that the time schedule would 
be strictly adhered to though there 
has been delay in getting the project 
report from the Soviet experts. 

The Board of Directors of the 
Indian Refineries Limited is not 
working with the speed with which 
it should. If I may give certain 
figures about the crude that we are 
importing from foreign countries. it 
is to the extent of Rs. 73 crores or 
Rs. 75 crores per year. If we go for-
ward with these development plans 
early, we will be able to save this. 
At the same time our consumption has 
also been increasing. It is estimated 
that we have spent on foreign ex-



1935 Motion re: AGRAHAYANA 7, 1883 (SAKA) Annual Report 
of Indian Refineries 

change for the import of petroleum 
and its products to the extent of 
Rs. 79.9 crores in 1959. Of these 
imports kerosene accounted for 
Rs. 21.7 crores in 1958 and for Rs. 
24: 1 crores in 1959; crude accounted 
for Rs. 36'2 crores in 1958 and Rs. 34 
crores in 1959. Our requirements are 
bound to increase. By the end of 
the Third Five Year Plan we are to 
have 13 million tonR Or so. When we 
compare the figures of consumption 
Of petroleum products with those of 
the industrially advanced countries, 
we find that there is a very big gap 
between them. For instance, the PeT 
capita consumption of petroleum pro-
ducts in India in 1959 was 4 imperial 
gallons as against 663 gallons in the 
United States of America, 162 gallons 
in the United Kingdom, 83 gallons 
in Japan, 16 gallons in Ceylon and 
6 g,allons in Pakistan. Pakistan 
is consuming more petroleum 
products than we are doing. 
What I am attempting to show is 
that the commissioning of these two 
refineries is very, very important. 
Their commissioning should be done 
with great speed. We should ac-
celerate the pace. 

I am not unaware of the difficulties 
that we are facing. We are new to 
this. But we cannot be new to this for 
all time. We have had some experi-
enCQ of oil exploration, prospecting 
and refining during the last ten years. 
So we cannot plead that our people 
ace completely ignorant. During this 
period what has happened? While our 
consumption was increasing the three 
foreign_owned refineries had been in-
creasing their own production. They 
have increased their production to 
more than their licensed capacity. For 
instance, the Burrnah Shell refinery's 
licensed capacity was only 2 million 
tons per year. They have increased it. 
Stanvac have also increased it. 
What do they tell us? They have 
increased their production because 
they have done some technical changes 
in the method by a new technical 
device. I remember, when we asked 

Limited 
the foreign-owned companies to just 
modify their pattern of production so 
that we could have more of diesel oil 
and less of petrol, they said, it could 
not be done without changing' the 
whole refinery as such. Now, they 
Bay they have been able to increase 
the production by adopting certain 
technical devices. I admit that I am 
an absolutely lay man with regard to 
the technique Of oil refining. But, we 
would like to have an answer; how 
is it that they have been able to in-
crease their capacity more than 
licensed. 

Then, we corne to the Gujarat re-
finery. A few days ago, I happened 
to have a talk with the Chairman of 
the Board of directors of Indian Re-
fineries Ltd. I asked him, when are you 
taking the Gujarat refinery, why is it 
that the proposed Gujarat refinery 
has not yet been taken by the Indian 
Refineries Ltd. He could not replY. 
Probably he was afraid that I will 
place whatever he says before the 
House. He said, it has not been taken 
up. Why should not the third project 
which we are going to have, come 
into this? Why is it a separate en-
tity? What are the difficulties in 
merging that with this? We are 
told, there also Soviet experts have 
been invited, some amount out of the 
credit they are giving us during the 
Third Plan period will be utilised for 
the putting up Of this refinery in 
Gujarat. We would like to know 
under what grounds this has been kept 
away from Indian Refineries Ltd. 

IiIhrt K. D. Malaviya: 
kept away from? 

It has been 

Shrt T. B. Vittal Rao: It has not 
been included in the Indian Refineries 
Ltd. 

Shrt K. D. Malaviya: In this report? 

Shrt T. B. Vittal Rao: This Gujarat 
refinery has not been included. 
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Shri IL D. Malaviya: May I just 
remind the hon. Member that the 
Gujarat refinery has nothing to do 
with Indian Refineries Ltd.? The 
organisation known as Indian Refine-
ries Ltd. controls two refineries, the 
Nunmati and Barauni refineries. The 
Gujarat refinery is being worked 
under the Oil and Natural Gas Com-
mission. It is incidental to our work-
ing that the Managing director of 
Indian Refineries Ltd. is also a Mem-
ber of the Oil and Natural Gas Com-
mission. The Gujarat refinery will 
be the property of the Oil and Natural 
Gas Commission. Naturally, there-
fore. its activities cannot be governed 
by the Indian Refineries Ltd. 

Shri T. B. Vlttal Bao: That is true. 
What I want to know is, what are the 
special reasons? 

Shri K. D. Malaviya: You want to 
know that. 

Shri T. B. Vittal Bao: I want that 
it should be included in this. It 
should be brought under the purview 
of this. 

Shri K. D. Malaviya: I think it was 
also discussed some time back in the 
House. I will say something about it. 

Shri T. B. Vittal Bao: With regard 
to the laying of the pipe line from 
Cambay to Bombay, from whatever 
knowledge I have gained or informa-
tion I have got from some technical 
people other than those who are con-
nected with the Oil and Natural Gas 
Commission, they think that this pro-
ject will not be economical, and it is 
going to be a very costly affair be-
cause of various reasons. There are 
several rivers over which the pipe line 
will have to be laid. 

An Bon. Member: How many miles? 

Shri T. B. Vittal Bao: One hundred 
fifty or 200 miles. Sufficient electri-
city has to be consumed in order to 
pump this Cambay crude which has 
got more paraffin content. Otherwise, 
there is every danger of the crude 
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getting solid and it cannot have a 
smooth run through the pipe. Later 
on, when we are self-sufficient, when 
the production of crude in our coun-
try will meet all our demands, then 
we can think of this laying of pipe 
line from Gujarat. Not at this stage. 
Because, placed as we are, with the 
production as laid down in the Third 
Plan, I am doubtful whether we can 
fully meet the requirements of all 
these refineries with regard to indige-
nous crude. Therefore, something has 
to be imported. It may be from the 
Middle East or Soviet Union or Ruma-
nia. But some quantity of our require-
ments even during the Third Plan 
has to be imported and that should 
be utilised. Therefore, this question 
of laying of pipe line for refining oil 
at Burmah Shell shOUld wait till after 
the Third Plan. 

Shri K. D. Malaviya: Where is the 
programme? 

Shri T. B. Vittal Bao: You have said 
it so many times. 

Shri IL D. Malaviya: I do not think. 

Shri T. B. Vittal Bao: You said, we 
are going to lay a pipe line because 
we are envisaging a time when we 
are going to stop all importll, when 
you replied. 

Then, I want a categorical answer. 
Because certain newspapers have 
taken advantage of a question that I 
put some time ago in this House. 
The Chairman of the Burmah Shell 
Refineries, while addressing the an-
nual General meeting of the Burmah 
Shell Refineries said_ para is de-
voted to this-that when they gave 
up these concessions, the Govern-
ment had agreed for an increase in 
the refining capacity. What has made 
the Government give such an under-
taking? The Minister's reply at that 
stage was that he was not aware of 
it. A paper, which wrote an article 
on this, said that the Minister should 
quit office, that a Minister who said, 
I am not aware of that statement, a 
Minister who should always keep him-
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self informed about the address of 
the Chairman of the Burmah Shell 
Refineries, has not made a very res-
ponsible statement. If he had read 
it, he should have denied it. This is 
what the paper wrote. Why should 
the Government give a guarantee, for 
giving up some duty concession, that 
the Government have agreed to in-
crease their capacity, to examine on 
its own merit increasing the capacity 
of the Burmah Shell Refineries? 

I am not going into the financial 
aspects of this whole question. Be-
cause, I know, by various facts and 
figures, the hon. Minister will say that 
prospecting for oil exploration and 
exploitation and refining is rather a 
time-consum:ng process and thereby 
also require a lot of money. Actually, 
at this period, we should have been 
discussing the Annual report for 
1960-61. We would have had a better 
picture. But, what I am told is-I 
make a very general statement-that 
we are spending much more than what 
is required. Further, with regard to 
techn:cal people, I am told that there 
is a Selection committee, that the 
General manager of Oil India and 
other people are on the Select:Oll Com-
mittee, that there are· some people 
who want to leave Burmah Shell and 
Stanvac and join this Refinery, and 
that the Government do not seem to 
be very enthusiastic about taking 
them, because of the fact that they 
demand high salaries. Anyway, these 
technical people would be of great 
help for running these Indian refine-
ries. Therefore, I would like the hon. 
Minister to look into one or two test-
cases of those who came before the 
Selection Committee and those whb 
were appointed. 

As has been pointed out by my hon. 
friend Sbri D. C. Sharma already, 
there has been a demand from the 
south that a refinery should be set 
up in South India; it may be in Mad-
ras or anywhere else in South India, 
because if our experiments on the 
exploration of oil in the Cauveri Basin 
or the Godavari Basm are successful. 
then this refinery can be Of creat 
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help. I hope the hon. Minister will 
very sympathetically consider the 
request for the setting up af a refi-
nery in South India. 

We are told that some training is 
being given to our experts in Ruma-
nia and in the Soviet Union, and also 
that some people are getting trained 
in the Institute of Petroleum in 
France. I would like to know how 
many have been sent recently to 
France. For, I find from the report 
that even after getting trained in the 
Petroleum Institute in France, they 
are again being sent to Rumania. I 
do not know what special reason is 
there for this. I would like to know 
whether we shall continue to be 
sending our engineers and diploma-
holders for training abroad, or whe-
ther they will be trained very soon 
at the institute at Dehra Dun. 

The development of these Indian 
refineries is of vital importance to us. 
The earlier these things are commis-
sioned, the better it will be for our 
country and for the economy of our 
country. We have seen the attitude 
of the foreign-owned refineries in Olll" 
country, who refuse to reduce tbeir 
prices. The Damle Committee is not 
the first committee that has been ap-
pointed: Previous to that, a cost ac-
counts officer also had gone into the 
question. Further, we find that ac-
cording to the Damle Committee re-
port, some companies which are ope-
rating in India have refused to dis-
close the sources of their supply even 
to a committee that has been appoint-
ed by the Government of India. Un-
til we develop our public sector refi-
neries, we cannot contrOl these people. 
I have always been demanding from 
Government that they should be bold 
enoug'h to take courage in their 
hands and nationalise these toreign-
owned refineries. If Cuba can do it, 
can we not do it? 

Further, we are also getting techni-
cal help as well as financial help 
from countries like the Soviet Union 
and Rumania, which are also advanc-
ed in the petroleum industry. How 
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long are we going to allow these 
foreign-owned refineries to continue 
in the way in which they are doing 
now. Is it good to the economy of 
our country at all? Therefore, I re-
peat that these foreign-owned refine-
ries in India should be nationalised. 
If Government are not courageous 
enough to take such a bold step, I 
would at least ask them to accelerate 
the pace of work in these three pub-
lic-sector refineries and see that they 
are commis&ioned earlier than on the 
scheduled date, for, only then, our 
country will prosper. 

Shri Hem Barua (Gauhati): It is a 
happy augury that two refineries in 
the public sector are already in the 
offing; the one is at Nunmati and the 
other is at Barauni. I always feel, 
and I agree with the hon. Members 
who have spoken before me, that the 
public sector in oil has to be develop-
ed, and the monopolist tendencies 
that are to be found in this country, 
on account Of whiCh there are so many 
difficulties in the matter of negotia-
tions with these companies, must 
cease, and Government must take-of 
course, Government are already tak-
ing some interest, and I must congra-
tulate them on that-more than ordi-
nary interest in the oil industry in 
this country. 

My hon. freind Shri D. C. Sharma, 
while he was trying to evaluate the 
virtues of oil said certain beautiful 
things to point out how it is essential 
for military strategy and military 
purposes, and how it is essential for 
running machines in peace-time. I 
was thinking that I should put it in 
a different way in one single sentence. 
Oil moves the wheels of civilisation 
as much as it moves the wheels of 
war. It is a rather important indus-
try or important undertaking so far 
as this country is concerned, and the 
more the interest that grows in tIrls 
undertaking, the better it is for our 
country, because we have seen very 
recently how even on the Damle 
Committee recommendations-these 
recommendations are progressive re-
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commendations though I do not say 
that these recommendation.; meet 
entirely our expectations, because 
they do not go as far as we expect 
them to go--Government were hard 
put to come to an agreement with 
the foreign interests that operate here 
in this country and who have been 
trying to put so many hurdles in the 
way of implementing these recom-
mendations. Now, this is an eye-
opener for us as to how the monopoly 
interests in this country will cease 
to function, as our public sector deve-
lopes more and more. 

In this connection, I want to know 
from the hon. Minister whether he is 
contemplating or is in a position to 
invoke the provisions of the Essential 
Commodities Act, if these companies 
prove to be adamant, in order to bring 
them round. We must be very stiff 
about it, because they are earning 
profits in this country, and it is a 
painfUl thing to say that their profits 
are a closed book to us. I do not 
know if Government have the audit 
report of their profits, and their 
assets and liabilities,. ibut as far as 
my information goes, their profits and 
assets and liabilities are a closed book 
to our Government. That is why I 
say that if these foreign concerns are 
adamant in the matter of implement-
ing he recommendations of the Damle 
Committee, Government must try to 
invoke the provisions of the Essential 
Commodities Act. 

At the same time, I would also 
request the hon. Minister whom I 
described on a previous occasion as 
the man of destiny, because he pre-
sides over the department of oil, and 
oil, as I have already said, moves the 
wheels of civilisation as it moves the 
wheels of war, to see that we deve-
lop an adequate distributive machi-
nery in this country. Unless and un-
til we develop an adequate distribu-
tive machinery in this country, these 
hurdles that we are encountering to-
day would continue to exist, and it 
would be an unhappy thing if these 
things continue to exist as they are. 
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Coming to the refineries, so far as 
the Barauni refinery is concerned, it 
has not come into existence yet, and 
only the plan has been drawn up, and 
except for one or two sentences in the 
report about the Barauni refinery, 
this report is silent on that, and it 
has to be silent, because it is just in 
the embryo and in the initial stages 
of development. 

As regards the Nunmati refinery, it 
has transpired that it is going to be 
inaugurated by the Prime Minister on 
the 1st January. I would say that that 
is a golden day for us when the whole 
nation must be jubilant because on 
that day we shall see the birth of the 
only public sector refinery in th.i$ 
country. 

There are certain difficulties also. 
The commissioning of the refinery 
depends entirely on the completion of 
the pipeline that would connect the 
Naharkotiya oil fields w:th the Nun-
mati refinery. But somehow or other, 
the original schedule for completion 
could not be adhered to. 20th Feb-
ruary was the earliest date by which 
it was said that the pipeline would be 
completed. But somehow or other 
that deadline could not be adhered to 
and it had to be postponed to 15th 
March. Recently, it has transpired that 
the pipeline would nat be completed 
by the 15th March either, and it would 
take a longer time, and the earliest 
that it could be expected to be com-
pleted is the 15th May. That shows 
tha.t we have to depend entirely on the 
railways for transport of crude oil 
from Naharkotiya oil fields to the 
Nunmati refinery. 

There is a trouble. It is said that the 
railways have agreed to supply wagons 
tD transport crude oil from the Nahar-
kotiya oil fields. They have given 
verbal assurances that they will pro-
vide wagons to carry 500 tons of crude 
daily from Naharkotiya. It is also 
said that a stock of 36,000 tons would 
be built up. 

My problem is thIs. The pipeline 
that is to carry crude from Naharkotiya 
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oil fields to the N unmati refinery to be 
processed in that refinery is not yet 
completed and the latest deadline now 
is only 15th May. The refinery has to 
depend entirely on railway transporL 
The railway authorities have given 
verbal assurances. But if we look at 
the perfonnance of the railways so far 
as coal transport in the country is con-
cerned, it is a poor performance, and 
there is a crisis in coal today. That 
is why I am apprehensive. Lt is true 
that the Nunmati refinery is going to 
be commissioned On 1st January, but 
because we have to depend entirely on 
railways for transport of crude oil, I 
am afraid that this refinery might 
suffer a deadlock and there might be 
some difficulties before the pipeline is 
completed. 

There is another thing. The pipeline 
would carry not only crude oil from 
N aharkotiya. It would carry refined 
products out of the refinery also. The 
reliance has to be entirely on railways 
for transpol'f: of crude oil to the re-
finery and refined products from out of 
it. This might injure the interests of 
the refinery that is going to be com-
missioned on 1st January. That is the 
difficulty. 

There is another thing that strikes 
me. The Indian Oil Company is going 
to market refined products of the Nun_ 
mati refinery. But up till now it has 
not been decided at what destination 
the refined prod ucts will have to be 
delivered to the Indian Oil Company. 
On the other hand, the refinery is going 
to start work from the 1st January. 
Th's means that stock has to be built 
up during these days by transport 
a1 crude oil from Naharkotiya in 
railway wagons. This is another 
thing that strikes me, and I hope the 
Minister would give me a reply to 
this point. 

There is another factor. The fact 
that the Government have entered into 
an agreement with the Burmah Oil 
Company over the price of Naharkotiya 
crude oil poses a problem. I am told 
the formula that is evolved between 
Government and the Burmah Oil 
Company would put the Government 
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in a disadvantageous position. My in- as that distance. At the same time, 
formation is that these two refineries, he said that we are having security 
Nunmati and Barauni, would run at a measures to protect the line. That is 
loss until full production is achieved, a good thing. But there are some en-
end full production can be expected to gineers who told me that the line could 
be achieved only by the latter part of have been shifted and that the Bengal 
1963. It is also mY information that in Government would be helpful in that. 
the initial year of operation, the Nun- Actually they are engineers from West 
mati refinery would incur a loss to the Bengal who told me that. They show-
tune of Rs. 3 crores. I will be very ed me certain drawings also. Whatever 
happy if the Minister enlightens me on that may be, when drawing a map for 
these ,problems that face the oil -re- this line, this was not taken into 
finery at Nunmati. iIln .• account and now that the map has been 

,.,. _. drawn and the pipeline is being laid, 
As regards the pipeline that is pro- there is some difficulty. But I hope 

posed to be laid from Nwunati to the and trust that the Minister would be 
Barauni refinery, at places in the true to the assurance that he has given 
Bengal sector it comes at points within and will see that the pipeline is 
5 miles of the Pakistan border, that is, adequately protected. 
within striking range of Pakistan. 
Knowing as we do the relations that 
we have with Pakistan, it creates a 
serious problem. Only this morning, I 
consulted the incidents during the last 
four months. 

Sbri K. D. Malan,.: What else 
eouldbe done? If he insists on having 
a refinery in Assam, naturally the pipe.. 
line has to pass through places near 
Pakistan. 

Shri Bem BanIa: I will come to 
that. 

In the last four months, more than 
100 incidents have taken place-I mean 
ftring incidents by Pakistan against 
India. 

If the pipeline that is to carry crude 
oil-as well as refined products-from 
Nunmati to Barauni while crossing the 
Bengal sector touches at ·points places 
not far away from the Pakistan bor-
der, places only four or five miles from 
that border, that comes within striking 
distance of Pakistan, which in view 
of our political relations with Pakis-
tan today, is a dangerous thing. I 
wrote a letter to the hon. Minister 
from Gtuhati about it and he was very 
kind in replying to it as quickly as 
possible. I do not have a compla;nt 
against any Ministers on that score. He 

~ that it would come as DellI' 

15.59 hrs. 

[SBRI MULCHAND Du!IE in the ChaiT] 

So far as the employment pro-
gramme of the refinery 1S concerned, 
it pains me to say that th's refinery 
started and still exists without an em-
ployment programme Or an employ-
ment policy of its own. Itisa painful 
thing to say that this refinery was the 
springboard of the disturbances that 
brought such a shame and rather sor-
row to the people of Assam dur'ng 
July last. But it is a fact that in the 
matter of employment, even the In-
dustrial Policy Resolution adopted by 
Government was not given effect to 
so far as this refinery is concerned. 

Naturally enough the people there 
looked a·t it with hope and aspiration. 
They had their own dreams and aspi-
rations. But when they found that 
they were being constantly elb-vwed 
out of that crowded table of the oppor-
tunities of life. naturally enough they 
got agitated, and I would say that the 
reason for the agitation, which was an 
unfortunate agitati<:<n, lay in the 
absence of an employment policy in 
this Nunmati Refinery. I always re-
member Shri Feroze Gandhi's name 
with great respect. When these mat-
ters started, he ran to Gauhati, held 
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discussions with different people and 
discovered where the root lay. As long 
as he lived, he tried to put the record 
straight, and he gave me an assurance 
also like that. Because he took an 
active interest, the employment policy 
was slightly revised, and the people 
belonging to the soil got an oppor-
tunity in certain avenues of We. 

16 his. 

When the refineries started, even the 
peons, chaprasis, carpenters and mis-
tries did not belong to the soil; they 
were all brought from outside. Natu-
rally enough, the man who lives there, 
who feels that it is his own refinery, 
and that he has fought for it and gone 
to jail for it and that he should get 
a due share in the refinery, gets frus-
trated and agitated when he finds that 
he is dispossessed of the right to play 
a part in the growth and development 
of this publ c sector undertaking, and 
that is what happened. Because Shri 
Gandhi revised the policy, the people 
belonging to the soil got an opportunity 
to a certain extent. 

What happens with the refinery 
going into production? It is said that 
some 400 employees of the refinery will 
be laid off their work. This is creating 
a serious apprehension and a serious 
problem at least in Gauhati, 1£ not in 
the entire State of Assam. I want to 
draw the attention of the hon. Minis-
ter to this fact. I do not say that all 
these 400 people to be laid off bel.ong 
to the State of Assam. They belong to 
other parts of India also, but then, 
because the Assamese, people belong-
ing to the State, were the last to come, 
because they were denied opportunity 
to get in to the refinery when it started 
working, the axe naturally falls on 
them, and it is a painful thing to ~  
that out of these 400 workers losmg 
their jobs, 75 per cent. belong to Assam. 
There are some ancillary industries to 
be started in the State round about 
Naharkatiya, l'ke gas plants, etc. I 
would request the hon. Minister to see 
that these people are not thrown out 
of employment. or. if that is not pos-
sible, to see that they are absorbed in 
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these new ancillary industries. It 
seems even some motor drivers and 
some technical personnel will lose their 
jobs. That is why I am concerned about 
it and I request the Minister and the 
Chairman of the refinery and o:her 
directors to put their heads together 
and save these people the ordeal of 
su1fering. 

I do not like the proliferation of 
activities in the oil industry. We are 
going to have two refineries in the pub-
lic sector. There may be one in Gujarat 
also. They have not as yet decoded 
whether they will allow a refinery in 
the South or not. As against this, 
there are already four refineries cpe-
rating in the country in the private 
sector which are managed, organised 
and administered by foreign interests, 
and we know how the shoe pinches. 

For instance, what about the crude? 
Out of these four, three have their 
own sources of supply. Only Digb.i 
depends on indigenous supply. The 
price of crude that they purchase from 
abroad does not reflect the Persian 
Gulf price, but when we wanted them 
to cut down the price, they refused. 
That shows that they have got the.r 
tentacles fixed into our body. Only 
when Russia entered into competition, 
they agreed to lower the prices. 
Burmah-Shell lowered it by 7 per 
cent., and Stanvae and Caltex by 5 
per eent. or something like that. There 
is always wlhealthy competition by 
these foreign interests. 

What about the Russian diesel? 
When the Indian Oil Co., wanted to 
sell it to the Bombay Elec:ric Supply 
Undertaking, Stanvac came on the 
scene and tendered a lower price. 
Everywhere, at every stage, these 
foreign companies are proving a hurdle 
for us, and we do not find a way out. 

There has been a lot of proliferation 
of activities in the field of oil. The 
Oil and Natural Gas Commission is 
engaged in exploration in carta' n areas, 
Stanvac in some other areas, and 
Caltex in some other areas. These 
foreign companies, by investing about 
Rs. 100 crares, control 80 per cent. of 
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the ou trade in this country. That is 
why I say that when we enter into 
agreements with these foreign com-
panies, they must be made to bear in 
mind that they must attune their 
policy and programme to the national 
needs of this country, becaUSe we are 
engaged in an adventure through aur 
ambitious Five-Year Plans and we 
:want this country to develop indus-
trially and we want to go ahead, and 
oil is bound to play a dominant part 
in this march or voyage of progress in 
this country. But if the key to the oil 
industries lies, as it lies today, in 
foreign hands, surely that is going to 
damage our interests, as it has already 
done SO far as crude is concerned, so 
far as the recommendations of the 
Damle Committee are concerned. That 
is why we want the Minister to have 
a sound oil policy so that these people 
might be fitted into the pattern of 
national needs of this country, as long 
as they are not nationalised, Govern-
ment do not take them UP. I agree 
entirely with Shri T. B. Vittal Rao 
when he says that this important in-
dustry should be nationalised. If 
Cuba can do it, why not we? We do 
not want the history of the Middle 
East to be repeated in this country, 
because the oil interests enjoy a mono-
poly in this country. 

Shrimati Renu Chakravartty (Basir-
hat): This is one of the important sub_ 
jects to be discussed by this House. 
This Oil Refinery and Hindustan Steel 
are the two most important of the pub-
lic Sector undertakings. 

There are two Or three particularly 
important points which should serve as 
a background in discussing this whole 
matter. 

Firstly, there is a great crisis in our 
foreign exchange position, and as far 
as oil is concerned, foreign exchange of 
a very large quantity has to be 
expended on this. 

The second important thing is that 
cdl has to become cheap; it cannot 
continue to remain at this high price. 
It is basis of industrialisation. There-
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fore, the question of cheap oil is closely 
linked up with the question of cheaper 
industrial goods. 

Thirdly, we are having this d.scus-
sion in the background where there 1» 
an increase in the world supply. 
Against the capacity of those who up 
till now held the monopoly, that is, 
the Anglo-American monopol..Lsts, a 
new source of supply has come into 
existence in the world market which 
is going to help very favourably in 
bringing down the prices on the one 
hand and also of making the work of 
the Indian Refineries Ltd. much easier, 
giving us crude at a much cheaper 
price and also the finished product at 
a cheaper price. We have a much 
better bargaining position as far as the 
Anglo-American monopolists are 
concerned. 

The first thing which this Indian 
Refineries Ltd. report brings to our 
notice is that very soon Naharkotiya 
refinery will be in a position to start 
production. But I would also like to 
underline what Shri Hem Barua just 
now stated that unless the pipeline is 
finalised and we are able to transport 
quickly the crude from Naharkotiya to 
Nunmati, it is going to ,be a bottleneck 
and it is going to lead to a great deal 
cf loss in the public sector refineries. 
Since this question is entirely under 
the control and management of the 
Assam Oil Co .. or the Oil India as it is 
called. I think it is necessary that Gov-
ernment and this Parliament focus 
their attention on this particular point. 

The second point is regarding the 
price of oil SJIdby the Oil India Ltd., 
to the Indian Refineries. It is strange 
that the oil will be priced not accord-
3ng to cost of production in India 
but on the basis of the international 
monoPJIists' charge, the oil- prices in 
the Persian Gulf. That.is rel[arding 
the crude oil which is going to be 
given to Us in Nunmati. The Govern-
ment has not given us the agreement; 
they have refused to do so. In addi-
tion to what we know, we know that 
a minimum profit of 13 per cent. on 
the capital has been guaranteed in the 
agreement so that the Indian Income-
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tax law will not operate if the profits 
are below that. There is also no time 
limit for the agreement. From all this 
we realise that the source of crude 
supply to us from Naharkotiya is go-
ing to be weighted against us as far 
as the price formula is concerned. 
That is why the Statesman had stat-
ed in its report on JUly 29, 1961, 
that-

''The price of Naharkotiya crude 
oil fixed lUlder the new agreement 
between the Burmah Oil Co., and 
ourselves has placed the Indian 
Refineries Ltd. in a dilemma." 

They go on to say that lUltil both 
the refineries at Gauhati and BaralUll 
reach full production-which will be 
possible only in 1963-there is going 
to be-they have calculated it at about 
-Rs. 3 crores of loss. They say that 
two factors will govern the price. The 
first is the import price of comparative 
crude oil from the Middle East. The 
new agreement between Government 
and B.O.C. or the Oil India as they 
call it. secures a net return of 10' 8 
per cent. on their equity capital of 
Rs. 28 crores. 

In the first year, the Naharkotiya 
will not ·be rlUlning to capacity. It 
will be needing only about 750,000 
tons of crude oil and, therefore, they 
say that the price of Naharkotiya 
crude will have to be fixed at Rs. 115 
per ton in order to .provide them the 
stipulated profit. Assuming that the 
other refinery will also come up, the 
Naharkot'ya refinery cannot but make 
a loss of Rs. 3 crores in 1962, according 
to that report. We do not know how 
much further it will be in 1963 till the 
production of both the reftneries come 
uP. 

The question which is of very great 
concern to this House and to the whole 
nation is the overcharging of the 
cOlUltry as far as oil prices are con-
cerned. In the Estimates Committee, 
from 1958, we have been exercised 
over this and we have made our re-
marks in OUl' reports wherein we have 
stated that we see no reason why 
there should be such disparities, as 
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for example, of one anna per gallon 
between the price of motor spirit at 
Bombay and Karachi and 101 annas 
per gallon in respect of aviation spirit. 
This difference would amount to seve-
ral crores of rupees annually. Even 
Pakistan is getting them at cheaper 
prices than We are getting. 

We have seen the bie controversy 
that has raged after the Damle Com-
mittee report has been published. 
Many of Us do not feel satisfied about 
the Damle Committee report. But 
even what is recommended by the 
Damle Committee is not being coun-
tenanced by the foreign oil companies. 
Therefore, this question has been ex-
ercising the minds of both the Gov-
ernment and of the people and all 
of us in Parliament. 

I do not know how the oil compan-
ies say that they cannot afford this 
price reduction. The Cost Accountant 
who went into the cost of oil has re-
ported that the Burmah Shell made 
a profit of 36' 55 per cent on capital in 
1955, 30' 20 per cent in 1956 and 31' 62 
per cent in 1957; Stanvac 28' 6 per cent 
in 1951, 34' 7 per cent in 1953 and 
21'4 per cent in 1957; and Caltex, of 
course, gets on toP. They made 44' 6 
per cent in 1951, 48'1 per cent in 1954. 
We do not know the later figures. 
Anyway they will not be below 20 
per cent. 

Shri K. D. Malaviya: Gross profits. 

Shrimati Renu Chakravartty: Then, 
of course We will have to go into the 
accounts and find what is the accept-
able expenditure. 

Shri T. B. Vlttal Rao: Without 
depreciation! 

Shrimati Renu Chakravartty: There-
fore, this question has been exercising 
our minds. 

There is the question of discolUlts 
fol' example. Everybody knows that 
discounts are being given to the Bri-
tish and American oil companies. 
Why not they give us discounts? 
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Shri K. D. Malaviya: They do not. 

Shrimati Benu Chakravartty: They 
say they will not give unless we ac-
cept their right to process a greater 
quantity of oil in their refineries than 
the quanUy they have been licensed 
for. How did they get the bigger 
capacity? They refused to refine for 
Us the Soviet oil when it came to our 
advantage. Now they say that they 
will not give at a lower price; they 
will not give the discount. 

According to the agreement with 
the refineries like the Burmah Shell 
We know that the price of the finish-
ed product will be on a par with that 
which is imported. Therefore, except 
that we save some foreign exchange 
we do not know how the Government 
is going to overcome th:s particular 
claUSe in the agreement which says 
that the price at which they are going 
to give us the refined oil will be the 
same as the price of that which is 
be:ng imported. Anyhow the question 
remains how they have got the bigger 
capacity. Originally Burmah Shell 
had a capaCity of 2' 8 million tons; now 
they can do 3'5 mill:on tons. Origi-
nally it was 2 m"llion; from 2 million 
it went up to 2' 8 million and now it 
has gone up to 3'5 million. Stanvac: 
it has gone up from l' 2 million to l' 9 
million; and now they say they can 
process 2'4 million tons. Caltex: it is 
up to 6' 75 lakhs and they say they 
can go up to 9 lakh tons. 

Why should they not give us the 
low price because in the world mar-
ket the"e has been a sPurt both in 
the Italian and Soviet production? 
According to the Damle Report the 
oil companies themselves have admit-
ted that they are getting discounts. 
Why not they e:ive it to us. It is verY 
necessary that our own refineries 
should start production at the earliest 
date possible because these people 
have always tried to bargain irom a 
position of strength thinking that they 
had a monopoly. When we tried to 
break that monopoly, they have tried 
to sabotage every attempt. Now, all 
over the world the ~  has become 
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easier and we are able to get oil from 
other firms as well as the Soviet 
Union. So, in this background, we 
should do everything to expedite the 
work of the refineries and make our-
selves self sufficient as far as possible. 

There is one more point which I will 
mention. Why should there be two 
bodies in the public sector. Has it 
already been discussed in this House? 
That is what the hon. Minister says. 
I am sorry if I have not been able 
to follow this particular point. Then, 
why should the Gujarat refinery be 
kept under the Oil and Natural Gas 
Commission and why should Barauni 
and Nunmati refineries be kept un-
der a public limited company? 
Should they not both be kept within 
the same corporation or the same sta-
tutory body? As they start function-
ing you will find it much easier to 
be able to inter-relate them and guide 
them in a central manner. I would 
wish that the report should be fuller 
and should be given from year to year 
so that the Parliament and the people 
may understand more fully what is 
the progress ach'eved and what are 
the difficulties that are being encount-
ered and also what is the future per-
spective for the growth of that com-
pany. It is also of the utmost import-
ance that we make a success of the 
Indian Refineries Limited plus of 
course the distribution company. It 
is a separate company. It is the refi-
neries that will give us the immediate 
benefit of refining the crude oil and 
produce before the eyes of the people 
our own products. It will be a big 
weapon to fight the b'g monopolists 
who have built economic empires and 
even political empires through-
out the world. It will be 
a good thing if we are able 
to process our crude oil. LasUy, I 
would join with my friend Shri Barua 
and Shri Vittal Rao, in saying that we 
should go forward with nationalisatiOD 
of the foreign oil companies in the 
country, now that we are well set in 
for having our own refineries and our 
sources of oil as well lis on the way 
for sett'ng up a .ood distributillD 
mac:blDery. 
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Shrl N. B. MlUIIswamy (Vellore): 
Mr. Chairman, I share the feelings 
expressed by the other hon. Members 
that the information supplied in this 
report is scanty and We are not able 
to get a better picture unless we 
gather points from some other sources. 
There has been much controversy 
about the oil policy in this House and 
elsewhere. Whatever might be the 
nature of that controversy and the 
criticism which m'ght be levelled 
against that policy or that programme, 
I can say one thing that as lon, as 
these policies are towards the interests 
of the country and our national cause, 
we can ignore those criticisms. The 
pOlicy and the programme seem to be 
somewhat dynamic but they seem to 
be involved and complicated and one 
finds it very difficult to follow the 
policy and the programme. From the 
report I find that the present require-
ments for India could not be met by 
the recent d'scoveries and the sup-
plies unless it be that We imPOrt crude 
oil for refinery purposes. For that 
purpOse the Ministry has undertaken 
some discoveries in the west coast and 
In other areas. But I find that the 
discoveries are very promis ing to start 
with and when they progress for a 
year or two it does not seem to be so 
prospective. We take to drilling ope-
rations in areas we expect oil but 
ultimately something happens and we 
are not as successful as We hoped. 
With all that I could only say that in 
fixing the prices, we have to take into 
cons'deration the production, the capi-
tal that we have invested and the 
process that We adopt in refining them. 
Therefore, it must have some rele-
vance. But ordinarily speaking crude 
oil when it is produced and ~  
and transported, the cost may come to 
about Rs. 50-60 per ton which is 
rather expensive compared to the cost 
of imported crude oil. For that I 
think there is some reason. There are 
three units in the public sector and 
in the absence of complete and e1!ec-
tive co-ordination it is not possible to 
work out a uniform policy so far as 
the prices are concerned. Many points 
have been raised by the previous 
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speakers about the absence of co-
ordination and the resulting disad-
vantage to the consumer as well as 
the country. When the Commission 
retuses to supply the needed quantity 
of oil to the refinery, in spite of having 
a surp'us, it looks as though they do 
not cons'der the common interest to 
the consumer as well as to the coun-
try. I can only say that the overhead 
charges are enormous and the ~
sing cost is also much more. The ini-
tial target of scheme, the initial esti-
mated cost goes up by a few crores of 
rupees ultimately. This indicates that 
we do not have proper planning so 
tar as estimates are concerned for any 
scheme. The recent agreement which 
was entered into by the Union Gov-
ernment and the Burmah Oil Company 
was referred to by the previous 
speakers. 

Shrl K. D. MaIavlya: Which agree-
ment? 

Shri N. B. MUDiswamy: The recent 
agreement between the Government 
of India and the Burmah 0'1 Company 
on a partnersh'p basis of 50:50. Hon. 
Members pointed out that it had got 
some flaws and failings. When the 
same company enters into an agree-
ment with the Burma Government, it 
is on 51:49 basis. In Burma I was 
told that the return is six per cent 
and that also is to be ploughed back 
into that country. In our country we 
have it on 50: 50 basis and the return 
is ten per cent. The Saharan Oil 
Company has entered into an agree-
ment with the French Government 
and they have got 65 per cent as their 
share, as partners. So, there is noth-
ing to appreciate here in respect of 
this 50 per cent and 50 per cent, un-
less it is of more advantage to us. 
Therefore, so far as my understand-
ing of this agreement goes,-much has 
been said in favour of it and some-
thing has been said against it by pre-
vious speakers-when compared to 
agreements entered into with other 
countries, we are not in a very advant-
ageous position, except perhaps that 
hereafter there may be a change which 
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may be effected in due courSe Or some 
modificat'on Or provision in the same 
agreement enab'ing the Government 
of India to modify the terms may be 
made; there may be that contingency. 
So, I welcome the agreement without 
passing any criticism. 

In certain companies, I find that the 
foreigners have not opened the flood-
gates of their knowledge to the 
trainees and other experts who are 
working with them. Though they 
have done much service in discover-
ies, the Indian engineers and experts 
working with the foreign companies 
are kept in darkness. It is essential 
that the technical knowhow and tech-
nical knowledge must be imparted to 
the experts of India so that we will 
be able to build experts of our own, 
who, in times of emergency, could take 
charge of the entire work. I want 
that to be done. 

So far as achievements are concern-
ed, it has been said that we have 
attained much for this reason, namely, 
in the long run we may be able to be 
self-sufficient in the supply of crude 
oil and other refined oils. I can only 
say that this is only a psychological 
achievement that we are feeling with-
in ourselves. 

So far as the physical aspect is con-
cerned, I doubt very much whether 
it is in consonance with the physical 
achievements. I am not in any way 
discouraging all the policies and pro-
grammes that have been followed by 
the Government of India in this res-
pect. But I would only say this much 
with a view to see that there must be 
some sort of caution while implement-
ing our programme. Whenever we 
produce crude oil Or ~  it, we must 
be able to find out whether our pro-
duct is of a competitive type; whether 
We have got a competitive capacity 
vis-a-vis the foreign-owned companies. 
The foreign-owned companies are 
experienced companies. They need 
not have any extra trainina. As a 
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matter of fact, they are improving on 
their own, and we are beginners, al-
most in the infant stage. Though we 
have got the capacity, we may not 
have the competitive capacity to fight 
with them so far as the price is con-
cerned. Therefore, I would say that 
We have to go slow in negotiating 
with other countries in regard to 
price. 

The recent report of the Damle 
Committee has created much contro-
versy and many of the foreign-owned 
companies are reluctant to aeree to 
some of its findings, but still, I am 
sure that on second thoughts, they 
will certainly yield, in spite of the 
criticism that has been levelled against 
the foreign companies who were re-
luctant ,if not altogether resistant m 
the matter of supply of information 
needed by the Dam'e Committee. Yet, 
the Committee, though they were not 
given the full data, were able to find 
out some facts, on a comparison of 
the agreements that were prevalent in 
other countries, and they were able 
to draw inspiration, and they gave a 
verdict or finding which cannot be 
challenged even by the foreign com-
panies. Therefore, I would say that 
the Damle Committee's report is worth 
considering and the Government's 
policy thereon should be followed, and 
I hope that the foreign companies also 
will come to terms. 

So far as Cambay and Ankleshwar 
and the supply of oil from these fields 
are concerned-much has been bank-
ed upon in this connection-though I 
find that Cambay was once thought 
to be a perennial source of supply, 
there seems to be no such promising 
aspect now. In Ankleshwar also, it 
is not promising that much, though 
there are certain data which might 
give Us the impression that it would 
be successful. Still, what is down 
deep, nobody knows, except the geo-
logists and others who ~  certain 
data from what Nature gives them. 
But we have to give some margin 
for the vagaries of nature also. So, 

we have to be very cautious with re-
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gard to our assessment and all these 
have to be taken into account while 
fixing the targets. This is something 
which yOU cannot see except through 
data supplied seismographically, which 
may fail under certain circumstances. 
Therefore, Cambay and Ankleshwar, 
which onCe gave us much promise, do 
not make that impression on us now 
and it looks as though we may fall 
short of expectations. 

Previous speakers have spoken 
about Gauhati and Barauni refineries. 
So far as the selection of the site is 
concerned, I was very much against 
the site selected for Gauhati-I say 
this with due respect to other friends-
because according to me, it was not 
well-placed. Now they have made 
some improvements. But one thing I 
w'sh to say is that the supply of crude 
oil at Gauhati and Barauni must in-
volve a good deal of freight charges. 
The supply will not be continuous 
and without any interrupt'on. There 
Is bound to be' some interruption in 
the supply of crude oil. Therefore, 
ways must be found out to avoid the 
POSsible contingency of interruption in 
supply from distant places, because we 
are investing not a few crores of 
rupees, but tens of crores of 
rupees in putting these two refineries 
into operation. We once thought that 
it might cost about Rs. 10 or 15 crores, 
but now we find it may go up to Rs. 20 
Or 30 crores. 

So far as reports are concerned, the 
official reports give one version, but 
the people who are connected with 
this industry and who have had expe-
rience in exploitation and distribution 
give a different version. From a study 
of the reports, I find that in the last 
year of the second Five Year Plan, 
the consumption was of the order of 
7 million tons or 6 million tons. If 
we take that as the basis, our"require-
ments during the third Plan may be 
30 to 40 million tons. Therefore, when 
our country needs so much of oil, we 
will haVe to see that the prices are 
on the same level as those of import-
ed ones. But since We are in the 
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initial stage of the industry, experi-
menting with it, considering the cost 
of installation, etc., the cost of our 
oil is bound to be in excess. We can-
not run a raCe with other countries 
who have got much experience and 
who cut short their cost price. We 
cannot do that, for this reason that 
we are just in the initial stages, so far 
as this industry is concerned. 

On the whole, I thank the hon. 
Minister for his dynamism in laying 
down certain policies both for oil price 
and oil programme. I wish he will 
be able to get through his amb:tions 
successfully, consistent with the re-
quirements of our country. 

Shri K. D. Malaviya: Mr. Chairman, 
Sir, at the fag end of the day, I. do 
not propose to take much of the time 
of the House, more so because the 
SCOPe is limited to the discussion on 
the annual report of the Indian Hefi-
ner:es Limited. My friend, Shri D. 
C. Sharma, initiated the debate. While 
I listened to him, it occurred to me 
that perhaps he is too busy with so 
many other things . . . 

Shri Braj Raj Singh: He is busy 
w:th election work. 

Shri K.. D. Malaviya: .... that his 
eroticism seemed to be most unin-
formed. It appears to me that there 
is a certain element of comedy in this 
discussion, and I should state what 
that element of comedy in this dis-
cussion is. Now, a notice for discus-
sion on the Second Annual Report of 
the Indian Refineries Limited Willi 
given on 14th March, 1961. Since then, 
for one reason or the other the House 
has been postponing the discussion till 
today. It is about ten months or more 
tor which this has been delayed, and 
it has been taken up just a few hOUrB 
hours-perhaPs 24 Or 48 hours-before 
I lay the final and third annual report 
of the Indian Refineries before the 
House for its persual. Surely, Sir, you 
will not blame me for the postpone-
ment of this discussion which has been 
delayed trom March to 28th Novem-
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ber, 1961. I am quite sure that my 
hon. friend Shri D. C. Sharma must 
nave taken note of this. 

But there is one thing about which 
I am quite sure he did not take notice, 
because his criticism was rather force-
ful on the issue that the report is not 
informative. Well, if it is not infor-
mative specifically I shall try to ~  

that the next reports are more infor-
mative. But may I correct certain of 
his notions which may have led him to 
a wrong conclusion? he first report to 
which he referred with some compli-
ments which it rightly deserves was 
only a report of the company for the 
period August, 1958 to March, 1959-
a period of about eight to nine 
months-and within this period the 
Indo-Rumanian Agreement was sign-
ed in October, 1958. When he says 
that in the first report only legitimate 
expenditure has been indicated, there 
is no element of extra ~ , 
unnecessary expenditure is much less 
and it is a more satisfactory report 
than the second report, he forgets that 
most of the activities did not start 
during the period to which the first 
report relates. The contracts were 
signed during the first 
report, the organisation was created 
and arrangements for training were 
made. Therefore, much expenditure 
was not involved in the activities for 
which the first report was made. 

The periOd to which the second re-
port relates started right earnestly in 
the months when our activities in-
creased, but I do not wish to go into 
those details after ten months from 
the date on which the notice was 
given by the hon. Member for a dis-
cussion. We are now on the eve of 
submitting to the House the third re-
port which will perhaps give a clearer 
idea to my hon. friend 8hri Sharma 
and other hon. friends regarding the 
activities of the Indian Refineries 
Limited. 

Now, having cleared that point, I 
would like to state very briefly by 
way of explanation and answering the 
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criticism of certain hon. friends. So 
far as the Opposition is concerned, 
whether it is sugar Or food or oil, on 
the eVe of election campaign their 
criticisms are made more from the 
point of view of election speeches. 

8hri T. B. Vittal Rao: Very un-
charitable. 

8h1i K. D. Malaviya: Sometime it 
does occur to me like that I would 
like to prove it. So far as my hon. 
friend, Shri D. C. Sharma, is concern-
ed, he has not hBd enough time to 
stUdy the report and compare all the 
schedules. But two or three relevant 
points have been made both by Shri 
Sharma and 8hri Muniswamy as also 
by hon. friends opposite. I think it is 
my duty to refer to them. 

The most relevant point was made 
by Shri Muniswamy when he drew our 
attention to the inflated or increased 
estimates of expenditure regarding the 
refinery. He mentioned the figure of 
Rs. 6 crores or Rs. 7 crores of over-
estimate or excessive expenditure as 
he saw it. This is a relevant pobt 
and perhaps lowe an explanation to 
the HOUSe as to how these figures 
compare. I would like to compare 
this with the Cost estimates of the 
Caitex refinery which is almost of 
equal dimensions and capacity. 

The Caltex refinery had a total in-
vestment involvement of Rs. 14.13 
crores as against our first estimate of 
Rs. 20 crores and the second revised 
estimate of Rs. 17 crores. We have 
estimated an increased expenditure of 
Rs. 3 crores over the Caltex refinery 
of slightly increaSed capacity. This 
increased expenditure can be explain-
ed as follows. The original estimate of 
Rs. 10.5 crores of this Nunmati re-
finery was on the basis of the report 
given by the Government delegation 
which was deputed to Rumania. They 
have saic:! in their report that on the 
basis of the process pattern selected 
and the cost of equipment available 
from Rumania at that time, on a the-
oretical basis an overall estimate for 
the project was made taking into &C-
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count the figure suggested by the 
Rumanians themselves for the erection 
and construction cost in India. They 
have added that the exact cost can be 
assessed only after the site conditions 
were known and the detailed civil 
engineering estimates were prepared. 
This was added by them in their re-
port. An important assumption made 
by the delegation was that the cost 
of equipment and materials to be ob-
tained from foreign sources would 
contribute approxir.lately 60 per cent 
of the total project cost. Certain other 
assumptions made by the delegation 
were that the land required for the re_ 
finery would be made available free 
of all charges by the State Govern-
ments; supply of fresh water could be 
obtained from the State Govern-
ments' resources at reasonable rates 
and that the rail-cum-sea freight 
charges for the transport of equip-
ment and material from Rumania to 
site would be less than what was pre-
viously estimated. When these esti-
mates were undertaken the actual site 
for the refinery itself hac. not been 
chosen. When actually the site was 
selected and other bases of expendi-
ture were agreed upon, it was quite 
clear to see that certain expenditure 
had to be more than what the delega-
tiOn which went to Rumania had esti-
mated. The Indian Refineries Limited 
then started reassessing the total pro-
ject cost and this was now based on 
actual site conditions which selection 
was made at a later time. This also 
paid due regard to all the details 
given by the project consultants the 
Indian delegation deputed to ~  
and other relevant factors. The In-
dian Refineries Ltd., also appointed a 
sub-committee to examine these cost 
figures. While the Indian Refineries 
Ltd., themselves were anticipating the 
total investment cost up to Rs. 20.75 
crores, excluding ~ , fresh 
water supply arrangements and the 
cost of affiuent discharge, it is under-
stood that the Rumanian experts had 
advised that in determining the project 
cost, certain other things shOuld be 
included on which we did not agree. 
Final cost estimates' as approved by 
the Board of directors and thereafter 
1468 (Ai) LSD-8. 

by the Government is Rs. 17.70 croles, 
the details for which haVe been laid 
down. When compared with the cost 
of the Caltex Refinery whOSe capacity 
is similar to that of the Nunmati Re-
finery, this cost appears to be very 
reasonable. 

The elements of increase are mainly 
two. One is, the cost of construction 
is substantially higher than it would 
be either for Vizagapatam or any other 
part of the country. For every 100 
rupees that we have to spend in order 
to construct a building Or a pro-
ject in this side of the country, we 
have to spend Rs. 160 there. The 
cost of materials are almost stagger-
ingly high that side. The cost of 
transport and freight is very excesEive. 
All these aspects were taken into 
consideratiOn and therefore, from a 
purely commercial angle and from an 
economic point of view, perhaps, the 
Gauhati Refinery would be quite 
clearly more costly then any other re-
finery constructed at a more favour-
able site. 

This also brings me to the question 
of profitability to which our attention 
has been drawn by so many hon. 
Members. They related profitability 
and the loss to certain agreements that 
hac. been concluded recently. I do 
not wish to refer to that in detail. That 
can form the subject matter of an-
other discussion. I consider the agree-
ment between the Government of 
India and the Burma Oil Co., to be a 
very good agreement, which opens 
fresh opportunities for foreign oil 
companies to consider in what situa-
tions they should change their atti-
tude to the entire oil industry and its 
development in India. But, I should 
submit before the House that the en-
tire question of profitability of a re-
finery has to be considered from a 
broad perspective angle. We general-
ly forget that the bigger the refinery, 
the greater the possibilities of profit-
ability. Perhaps, it is not generally 
realised that in the Middle East coun-
tries, in Iran or Saudi Arabia and 
near about areas, the installed capa-
city of annual processing of crude in 



Motion re: NOVEMBER 28, 1961 Aftnual Report 1966 

[Shri K. D. Malaviya] 
these refineries is something more than 
80 million tons per annum, out of 
which-I am speaking only from mem-
ory now-there are three refineries 
at least whOSe annual refining capacity 
is more than 12 million tons per an-
num. One of them processes more 
than 20 milliOn tons of oil. Imagine 
the profitability of that refinery which 
processes 20 million tons of oil per 
annum and a refinery which is install-
ed in a corner of the country whose 
processing capacity is .75 million tons. 
Even then, it is not correct to say that 
the refinery would incur a 10Sg of Rs. 
3 crores per annum. There are cer-
tain national charges whiCh are cal-
culated for the sake of annual profits, 
gross profit and all that. And they are 
surely related to a certain quantity of 
oil that has to flow to the refinery in 
a particular time. Obviously, if it is 
related to a particular profit to the 
suppliers of the crude oil, in which we 
are also fifty per cent partners-per-
haps, that is not remembered-then 
there will have to be a minimum pro-
fit which will have to be given by the 
refiners to the Oil India Limited, 
in which as I said we are fifty per cent 
partners. 

We are already considering the ques-
tion of how to minimise the national 
loss that might occur to the refinery 
if the flow of oil in the first eighteen 
months or twenty-four months is less 
than what We had estimated. The 
easiest thing perhaps for US to do is to 
stagger the accounting not over a 
period Of eighteen months but pre-
haps over a few years, say, over five 
or ten years' time. Therefore, the 
loss, that is, the national loss that iR 
being referred to by my hon. friend, 
which according to him-I do not 
know how-would be Rs. 3 crores can 
be staggered, and We are considering 
steps by which to stagger these 
national losses, so that the Indian Re-
fineries Limited may not have to show 
those losses. Actually, there are no 
losses like that. 

There are certain other points which 
were raised by my hon. friends, which 
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relate more' to the basic questions re-
lating to oil industry like oil explora-
tion, refining capacity, the consump-
tion in the country, less of activity m 
Punjab, which was referred to by my 
hon. friend from :Punjab and so on. 
These are all questions not very re-
levantly related to the report which is 
before the House for discussion how-
soever I would like to take all these 
questions into consideration. This pers-
pective plan of consumption and pro-
duction, the Damle Committee's n.pol't 
and its adequacy or otherwise, and the 
satisfaction Or dissatisf;a.ction of tile, 
House with that report etc., are &Llrely 
very interesting subjects on which 
Government have specific views. But 
within the short time available to us, 
perhaps, I shall not be able to go into 
all those things. However, there are 
certain points which I would like to 
make quite clear. 

The total refining capacity of the 
private sector is 6 million tons. From 
time to time in the past few years, we 
haVe been giving them marginal ex-
pansion capacity deliberately and 
knowingly in order to save foreign ex-
change. A relation has to develop 
between the import of crude oil and 
the processing of it by the refineries, 
whether they are in the public sec-
tor or the private sector, and the 
foreign exchange that we have to 
spend. So, if We could spend less 
mGney by giving them permission for 
marginal expansion, then We have to 
do it. Sb, from 1.8 million tons to 
about 2.6 or 2.7 million tons-I do not 
exactly remember-a particular re-
finery was allowed to expand. Simi-
larly, the Standard Vacuum Oil 'com-
pany was allowed to increase the 
quantity of crude oil that was consider-
ed necessary to reduce 1:he flow of 
foreign exchanie in the import of pe-
troleum products. We haVe naturally 
frozen it now at a particular point, 
having regllt'ld to the perspective pr0-
ject estimates that We have of total 
capacities that we are going to refine 
in our country in the oil refineries, 
whether in the public sector or in the 
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private sector; so, these marginal ex-
pansions that were allowed to the pri-
vate sector refineries were done with a 
view to saVe foreign exchange, and it 
was a part of the whole plan. It had 
nothing to do with the permission that 
they want to seek.to eXPand their re-
fining capacity to a sizable quantity. 
These distinctions have to be clearly 
understood. 

The other point is that We have 
three public sector refineries now, and 
they will haVe to be expanded to a 
satisfactory level in order to return 
adequate profits to us. And these 
three refineries are public sector re-
fineries managed by two sets of au-
thorities, the one by the Oil and 
Natural Gas Commission, which has to 
corne up soon in Gujarat, and the other 
two by the Indian Refineries Limit-
ed. The Indian Refineries Limited 
are dealing with the two refineries at 
Nunmati and at Barauni. They will 
treat the oil which does .not belong to 
the Oil and Natural Gas Commission; 
they will treat the oil which originally 
belonged totally to the Assam Oil 
Company but with whom we had 
bargained and whom we had persuad-
ed to sell the whole lot to our re-
fineries. At that time, the Oil and 
Natural Gas Commission had not con-
ceived Of any refinery. The Indian 
Refineries Limited was born at a time 
when conditions were different. 

11 hrs. 

Later on, when the Oil and Natural 
Gas Commission carne, they legiti-
mately put before Government +lle 
question: 'Are we to liVe only by 
exploration and taking risk, making 
small profit in selling crude to the In-
dian ~  Ltd. or are we also to 
be allowed to earn profit which we can 
be ploughed back into oil exploration 
and We need not go and ask for money 
from Government?' It was an ar-
rangement considered proper within 
the framewQl'k of the Oil 8Dd Natural 
Gas Commission's functions and it was 
legitimate to make profit in order to 
spend it .On oil exploration. Therefore, 
it .was an . arrangement of convenience 

between the Oil and Natural Gas 
Commission and the Indian Refineries 
Limited. But I saw to it that the Oil 
and Natural Gas Commission were 
given refineries to reline their own oil 
and to make profits on petrochemicar 
industries also. That is the programme 
before us under which the Commiss-
sion produce their own oil anll 
utilise it for their own subsidiary in-
dustries. Ultimately, of course, the 
whole thing goes into the common 
kitty from which we can draw money 
by borrowing or in other ways. 

There are other aspects mentioned 
by hon. Members, with regard to pers-
pective plans and all that. We have 
very much before us all those consi-
derations. As I have been saying, It 
is very difficult for us to give any pro-
jection of our estimates with regara 
to the discovery of oil or production 
of crude oil. It all depends On our 
activities. I can sympathise with and 
very well appreciate the aspirations of 
my hon. friend, Shri D. C. Sharma, 
when he says, 'Be quick in discover-
ing oil'. We are trying to be very 
quick in ~  oil. PerhaPs we 
cannot be quicker. With the standard 
of efficiency and experience and edu-
cation that we have in this art and 
science of oil exploration, perhaps the 
best is being done. As soon as we are 
able to improve our efficiency and do 
something more, we shall surely re-
port to the House. But I will put 
only one thing by way of illustration 
before the House by whiCh the House 
can get an idea as to how we are in-
creasing our efficiency. Originally, in 
Ankleshwar our first well was drilled 
in about 45 days. Now we are driling 
a well in 7-10 days. Our drilling 
time of a well in Ankleshwar is now 
between 7 and 11 days as against 45 
and 60 when we started this work. 

The House will agree with me that 
our .boys are doing a very fine piece 
of work and are increasing their effi-
ciency. But we have still to increase 
our efficiency; we have still to learn. 
When I went there I saw 8nd learnt 
many things. The more I could learn, 
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the better it would be for the work in 
which I am engaged. 

So all these matters are very much 
before Government. Within the 
limited framework of the considera-
tion of the first and second Annual 
Reports, the cost estimates have been 
somewhat higher. But the refineries 
are located at places other than sea 
ports and also at places consistent 
with our policy of decentralisation of 
industries and development of back-
ward regions in the country. All 
those maters have to be taken into 
account before we take a decision 
with regard to the setting up of our 
projects. All that cannot always 
mean a lot of profits. Therefore, 
while we compare our estimates and 
profitability with those of standard 
ones outside, we must never forget 
that there are many other considera-
tions whiCh guide us in the location 
of our sites for industrial projects. 
The .refinery is now almost ready. 
Nunmati is going to be on stream on 
the 1st January. My hon. friend Shri 
Hem Barua gave correct information 
to the House. This is three months 
before the schedule. So, I hope my 
hon. friend Shri Sharma will remem-
ber that all the work that has been 
described in the first and second 
reports and that is going to be desc-
ribed in the third report, all lead to 
one object of doing the job in proper 
time. We have done this job three 
months before time. This Noonmati 
refinery will start on the 1st Janu-
ary. Originally the schedule was 
March, 1962. 

The question of delivery of crude 
oil has been raised, which is quite re-
levant to the running of this refinery. 
[t is a fact that there has been delay 
in the laying of pipe lines. The 
causes have been substantially be-
yond the control of those who were to 
do it, and perhaps it could have im-
proved a bit. But the fact is that it 
has been delayed, and we were quite 
upset by it, but I am glad to report 
to the House that the delay tMt was 
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originally estimated has been very 
much shortened now. The pipe line 
will be ready some time in March. 
It will be ready 'before March. It will 
take about 25 to 30 days, roughly 
speaking, to test the pumps, the joints 
and all that and to fill the pipe ~ 

with crude oil. We should be ready 
to take oil from this pipe line some 
time during March. 

Shri Hem Barna: The date line wa, 
15th March, but the most recent in-
formation is this, that it will go be-
yond 15th May. 

Shri K. D. Malaviya: Let me cor-
rect that information. What I am 
saying now is the final picture. We 
have agreed among ourselves that 
the pipe line will be ready to deliver 
crude to the refinery some time quite 
late in March, in the third or fourtl, 
week of March. This delivery late 
of crude oil to the refinery is in-
clusive of testing and filling the pipe 
with crude oil. What my hon. 
friend perhaps learnt from some 
source was that the pipe line would 
be ready some time in May so far 
as delivery was concerned. Actually 
the delivery of crude oil will be made 
in the third Or fourth week of March. 
So, we have to make strong arrange-
ments only for three months, Janu-
ary to March. We have completed all 
the arrangements and that there will 
be no difficulty in the supply of crude 
oil to the refinery from the 1st of 
January to the last days of March 
when we shall get the oil from the 
piPe line. 

The question of freight of crude oil, 
of petroleum products from that place 
etc., have been' raised. All these are 
complicated questions, and they wiIl 
be dealt with in course of time. As 
our refining capacity increases, the 
freight load will be less and less. 

So far as Barauni reflnerv is con-
cerned, the first unit will be com-
missioned in December, 1962 now, as 
against September or October. I can-
not promise that this December, 1982 
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will not be delayed by a month or 
six weeks more, because of very 
heavy monsoons last time and the 
many difficulties that arose, and some 
difficulties that took place in our 
construction programme. At the 
worst, the Barauni refinery schedule 
may be delayed by two to four 
months. The delivery of the equip-
ment for the second stage remains 
unchanged, that is July, 1962, and 
the commissioning of the units would 
be by April, 196:1. By the end of 
1963 or January, 1964, the refinery 
will ,be completed, along with the 
lubricating oil plant also. By that 
time, or perhaps 6 months ahead, the 
Gujarat refinery will also be ready to 
produce oil. 

There is not much that t 
add. 

have to 

Shrl Hem Barua: What about the 
pipeline near the Pakistan border? 

Shrl K. D. Jl.falaviya: What can WI' 

do? There is a narrow piel.'e of lane 
from where the pipeline has to pass. I 
do not think that from the point of 
view of defence strategy it make3 
any difference if it is 5 miles or 10 
miles or 15 miles or 50 miles from the 
frontier. I am hardly competent t:} 
deal with such questions except to 
say that the technicians gave an ad-
vice after due deliberation. If the 
refinery has to be in Gauhati, then 
the pipeline has got to pass through 
that pieCe of land. But we shall sel' 
that it is adequately protected. 

Shrl Hem Barua: What regard to 
employment? 

Shrl K. D. Malavlya: Another point 
raised by my han. friend Shri Rao 
i! the propriety of having a pipe line 
from Cambay to Bombay. I do not 
think there is any firm plan to hav£' 
that for the transport of crude oil 
from C!mlbay to Bombay. Among 
the list of our projects one is to have -, 
a pipeline. if at any time we think 
it i. necessary. Just now it is quitt! 
true that we have not got adequat" 
auantitv of oil over and above 
Guj'lrat's requirements to send oil to 
the Bombay refineries. 

What Shri Muniswamy said surpri-
sed me. He made the mistake tllat 
the source of supply at Cambay is 
going to be perennial. Nobody C3Il 
ever claim that a perennial source of 
supply of oil has been found either lCl 
India or anywhere in the world. 
When Cambay was first disovered I 
was quite cautious in every state-
ment that I made. Hon. Members will 
!ee that I have never given out the 
production except in the reasonable 
estimates given by the experts. Even 
up till now I have not said what 
is the estimated production per year 
from Cambay oilfield or Anklt:shwar. 
This is a part of the story of explora-
tion of oil. First estimates are pro-
jected by the .experts. Later 011 
they are revised; they are revised 
sometimes up, sometimes down and 
these revisions go on till oil i. pro-
duced. When the Assam Oil started, 
they indicated a ,bigger estimate; tlle'-
later on revised it; they have agai:l 
revised it. This will go on tiiI we 
produce oil and see how much a parti-
cular oilfield is capable of producing. 

.~ I said in my first statement t.lte 
oil and gas ratio' in the Carnbay field 
is not determined. I still think .. hat 
th" gas ratio is more than what we 
expected. We are likely to get much 
more of p.as than oil from' CamLay. 
All these things are there and they 
are hardly relevant to the question of 
refinery. 

I think I have covered all thl! 
points. 

Shri Hem Barua: What about re-
trenchment in Nunmati? 

Shrimati RI!DU Chakravartty: He 
wants to kn'ow about the employment 
of sons of the soil. 

Shri K. D. Malaviya: What have got 
a policy of seeing to it that all those 
people who are employed by the re-

-"'finery are given employment wher-
ever possible. The sons of the soil al-

.',ways get preference. I think I am 
)/aI50 a son of the soil as much a Shri 

': Hem Barua is from AssaM.: I do 
.not distinguish, so far as sons of the 
.. soil are concerned, betw'!!en Shri 
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Barua and myself. I am as much 3 
SOn of the soil of my country as he 
is. 

Shrl T. B. Vitta1 Rao: What about 
nationalisation of foreign owned re-
fineries? 

Slui D. C. Sharma: I think th:: 
hon. Minister was right when t.e said 
that the minds of all us are preoccu-
pied. My mind is as much preoc-
cupied as his mind because I 'lave 
never heard from him a more dis-
jointed piece of defence than today. I 
am sorry that he has not been ~  to 
make any points very clear. AU the 
same, as I said in the beglnning I 
look forward to the days when India 
will haVe its own oil and its own re-
fineries and" When India will be rid 
of this ·foreign influence. He has not 
been able to give any reply to that 
point though that was the most im-
portant point whiCh I wanted to be 
clarified. He said that my knowledge 
was not up-to-date. It is quite right. 
On the floor of this House, today, I 
found1he infonnation which the hon. 
Minister was giving was being cor-
Tected by an hon. Member and if my 
hon. friend is right, his knowledge is 
also not" very up-to-date. But there 
is one thing" of which I am very con-
scious that the hon. Minister has taken 
to his work with a great deal of en-
thusiasm and optimism. Of course, 
he says that it is cautious optimism 
and I haVe no doubt that as time 
passes we will "be able to give a better 
account of the refineries that we are 
building up. 

cannot understand Shri Hem 
Barua raising the point about the sons 
of soil. I do not know what soil is or 
what sons are ..... . 

8hri Hem Baroa: May I explain? 
Four hundred people will be laid off 
work and it must be noted that the 
Assamese people, sons of the scil, were 
the last to come and join the refinery 
and they will be the first to go, while 
in Bengal they say that sons of the 
indigenous soil must be given 75 per 
cent of ,the jobs in any private firm or 
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undertaking with a salary of Rs. 500 
or less than Rs. 500 a month; there is 
legislation like that. 

Shrimati Renll Chakravartty: There 
is no such legislation of that kind. 

Shri D. C. Sharma: There is only 
one soil and that is the Indian soil 10 
far as all of us are concerned; all of 
us are sons of that soil and I do not 
think that we should raise this point 
again and again. I have been to the 
Hindustan Antibiotics factory and I 
found there workers trained from all 
the parts of India, even from my own 
constituency. Nobody talks of the 
sons of the soil there. We must give 
due weight to the people where the 
refinerv is located but I do not think 
that we should carry on this spirit of 
the sons of the soil too far whether 
it is Punab or Assam or U.P. or any 
other place. 

In the end I wish to say that if my 
information is not up-to-date, it is 
owing to the fact that that we dis-
cuss the reports which came before 
ten months. What can I do? I said in 
the beginning that perhaps the hon. 
Minister would correct me because 
so many things had happened during 
all these ten months. I must also say 
that many things had not happened 
and the picture that I gave remains 
in its outline almost unchanged inspite 
of the reply of the hon. Minister. 

Mr. Chairman: I shall put the 
motion to the vote of the House. 
The question is: 

"That this House takes note 
of the Annual Report of the 
Indian Refineries Limited for the 
year 1959--60 and the Review by 
the Government of the working 
of the Company, laid on the 
Table of the House on the 18th 
March, 1961. 

The motion was adopted. 
17.19 hrs. 
The Lok Sabha then ad;oumed tiU 

Eleven of the Clock on Wednesday, 
November 29, 19611Agraha1l4f111 It, 
1883 (Saka). 




