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resigned, all associations, almost all in-
dividuals—everyday in the papers you read 
about it and the Government must also be 
getting telegrams and memorandum from all 
sections of the society—ask for dissolution. 
We never knew that there were so many 
associations like these. They are all requesting 
for dissolution. I do not want to be 
ungenerous, but while the Government have 
said that they would not make it a point of 
policy or principle, not even of prestige, what 
is coming out now is that there is some prin-
ciple. 1 tequest, as a Member of this House in 
my personal capacity—because I am only the 
member of a one-member party—that the 
Government should understand the situation. 
It is a psychological problem. If it is a ripe 
fruit, please give it before it gets rotten. Is it 
doing the right thing by Gujarat, I ask the 
Home Minister, to send afresh two trainloads 
of police, BSF, to crack down on Ahmeda-
bad? Are we in for a third blood bath' Please 
save us from it. 

THE VICE-CHAIRMAN (SHRI YO-
GENDRA SHARMA) : First I will put the 
motion to vote. 

 
The question is : 

"That this House recommends to the 
President  that the  Proclamation    issued 

by the President on the 9th February, 1974, 
under article 356 of the Constitution, in 
relation to the State of Gujarat, be 
revoked." 
The motion was negatived. 
THE VICE-CHAIRMAN (SHRI YO-

GENDRA SHARMA)  : The questions is: 

"That this House approves the Pro-
clamation issued by the President on the 
9th February, 1974, under article 356 of the 
Constitution, in relation to the State of 
Gujarat." 
The motion was adopted. 

The ESSO (acquisition of undertakings in 
India)  BUI,  1974 

THE VICE-CHAIRMAN (SHRI YO-
GENDRA SHARMA) : Shri Shah Nawaz 
Khan. 

SHRI BHUPESH GUPTA (West Bengal) : 
Sir, on a point of order. It has been stated in 
this House by some of us that in order to 
facilitate the discussion certain material with 
regard to negotiations with the Esso should be 
submitted. The hon. Minister must be pleased 
to make it available because we do not know 
on what basis some clauses of the Bill have 
been drafted although there is indication that it 
is as a result of certain negotiations. Otherwise 
also we know that. For example, how is the 
compensation calculated? This question was 
raised in the other House and the Speaker 
made it very clear that these documents should 
have been available. In fact, he passed a 
stricture. We repeated it several times. Mr. 
Om Mehta also said that he would convey the 
same to the Government. Today I find we 
have been supplied with no background 
material, no paper or document relevant to the 
agreement or relevant to certain provisions of 
the Bill which are couched in mystery and 
suggestive of some shady deal between some 
officials in the Government of India and those 
who will be getting a pound of flesh from us, 
namely, the compensation. 
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THE VICE-CHAIRMAN (SHRI YO-
GENDRA SHARMA) : Mr. Bhupesh Gupta, 
first hear me. Let him move the motion. 

SHRI BHUPESH GUPTA : Before the 
discussion starts, I will make my point on 
that. He should make it available to us before  
we  go on. 

THE MINISTER OF STATE IN THE 
MINISTRY OF PETROLEUM AND 
CHEMICALS (SHRI SHAH NAWAZ 
KHAN) : It is not customary to make 
available all the background papers and 
departmental notes  .   .   . 

SHRI BHUPESH GUPTA : Not all. but the 
background material. 

SHRI SHAH NAWAZ KHAN : If there :s 
any specific point or information that the hon. 
Member desires to have, I will be too happy 
to reply to the point or give the information 
that he requires. 

SHRI BHUPESH GUPTA : No, Sir. This is 
very essential. Kindly consider it. I know you 
have a majority and you can get away, but 
Parliament has a privilege especially when 
there is a Bill which implies financial 
obligation on the part of the Government. 
Now, here in the Bill, in the Financial 
Memorandum you have given some estimates 
based on which compensation will be paid, but 
you do not say on what basis the compensation 
has been arrived at. Parliament should be 
taken into confidence. When the Government 
wants us to sanction Rs. 3.5 crores for being 
paid as compensation to a foreign concern in 
these difficult days, it is very relevant. 

THE VICE-CHAIRMAN (SHRI YO-
GENDRA SHARMA) : Let him move it and 
then you can speak. 

SHRI NIREN GHOSH (West Bengal) s 
Mr. D. K. Borooah is not here. He is holding 
the baby, but the baby is in wrong hands. 
Why do you come here ? 

SHRI    SHAH       NAWAZ       KHAN   : 
Mr. Vice-Chairman, Sir, I beg to move: 

"That the Bill to provide for the 
acquisition and transfer of the right, title 
and interest of Esso Eastern Inc. in relation 
to its undertakings in India with a view to 
ensuring co-ordinated distribution and 
utilisation of petroleum products 
distributed and marketed in India bv Esso 
Eastern Inc. and for matters connected 
therewith or incidental thereto, as passed by 
the Lok Sabha, be taken into 
consideration." 

It is our declared policy that the oil industry 
must be brought under Government's effective 
control and this policy, as I understand it, has 
overwhelming support of the hon. Members of 
this House. The oil industry is far too 
important for the economic development of 
the country and for national security to be left 
in the hands of foreign companies. We, there-
fore, feel that it will be politically wrong and 
economically incorrect to leave its control in 
the hands of private companies, much less in 
the hands of foreign companies. The Bill I 
have the honour to move today is the first step 
in the direction of establishing the necessary 
Government control. 

.  [The Vice-Chainnan (Shri S. S. MarSswa- 
my) in the Chair] 

The Bill itself refers only to the acquisition 
of the distribution and marketing operations of 
Esso in India. It has become necessary to 
execute this part of the total transaction by 
means of legislation, because Esso Eastern 
Inc. is not a company registered in India, but 
is only a branch of a foreign company 
operating here. We could have purchased the 
assets of the company, but the transaction in-
volves the transfer of both the assets and 
liabilities and for the latter it is necessary to 
enact a Jaw. The Esso group has two other 
activities in the country: the Esso Refinery at 
Bombay and the Esso's 50 per cent share in 
Lube India Limited in which 
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the other 50 per cent is held by Government. 
These latter two operations are conducted by 
companies duly registered in India and having 
an Indian entity. It is possible to purchase the 
shares of Esso in these two operations by 
negotiation and without recourse to 
legislation. This, Government propose to do 
immediately after the Bill that I am moving is 
enacted into law. I would like to explain 
briefly the scheme of the takeover of the 
majority control of Esso operations. We have 
decided that in the overall interest we should 
take over 74 per cent equity in the total 
operations of the Esso Group in India. 

SHRI BHUPESH GUPTA : Why not 100 
per cent? 

SHRI SHAH NAWAZ KHAN : I am 
coming to that. 

This involves the acquisition of the dis-
tribution and marketing operations of Esso 
Eastern Inc. and their vesting in the Esso 
Standard Refinery of India Ltd. Thereafter, 74 
per cent interest will be transferred to 
Government, and simultaneously 24 per cent 
of Esso's share in Lube India Limited will also 
be purchased. As a result, 74 per cent of the 
total operations of the Esso Group in India 
will belong to Government. It is for these rea-
sons that clause 4 of the Bill excludes Esso 
Standard and Lube India which will be 
purchased to the extent of 74 per cent by 
agreement, and not by legislation. There will 
then be a common Board of directors, the 
Chairman and Managing Director being 
appointed by Government in a Board with 8 
members, of whom 6 will be nominated by 
Government  .   .   . 

SHRI BHUPESH GUPTA : Who are they? 

SHRI SHAH NAWAZ KHAN : . . and two 
by Esso. 

I will now describe briefly the scheme of 
compensation. 

SHRI BHUPESH GUPTA : Is it a fact 
lhat you have already decided to appoint Shri 
K. R. Goel, Financial Controller for the 
Marketing Division? 

THE VICE CHAIRMAN (SHRI S. S. 
MARISWAMY) : Let him finish his speech.   
You will get your chance. 

SHRI BHUPESH GUPTA : Even before 
the Bill is finished, appointments are being 
made. And I will say so many things. 

SHRI SHAH NAWAZ KHAN : The Bill 
provides for payment to Esso of an amount of 
Rs. 2 crores and 59 lakhs as the principal 
amount, to be paid in instalments as shown in 
the Table in the Second Schedule. 

Inclusive of the above compensation and 
for the total activities of Esso, Government 
have decided to pay Rs. 15.40 crores net of 
taxes for 74 per cent acquisition, in seven 
instalments, the first of Rs. 1.84 crores to be 
paid on the effective date which will be the 
date of executioh of the Agreement and the 
balance in six equal annual instalments 
commencing in 1976 on the second 
anniversary of the agreement. On outstanding 
instalments interest will be paid. The full 
compensation for 74 per cent acquisition will 
have been paid by March, 1981. In the year 
1981, the balance 26 per cent share of Esso 
will be acquired at the face value of the shares 
for a sum of Rs. 2.60 crores. Thus, for this 
phased acquisition of Esso, namely 74 per 
cent on the date of signing of the agreement 
and 26 per cent in 1981, a total amount of Rs. 
18 crores will be paid. This valuation for the 
entire 100 per cent acquisition, even though 
arrived at on a mutually negotiated basis, has 
taken note of factors like the net worth of the 
total operations of this company determined 
on the written dftwn book value method etc. 

SHRI BHUPESH GUPTA : Why book 
value method? 



 

SHR! SHAH NAWAZ KHAN : Wc also 
consider that the amount fixed is fair both to 
Government and to Ess.), indeed, for 
acquiring a profitable running concern of this 
kind, wc consider the amount very reasonable. 

SHRI BHUPESH GUPTA : The hon. 
Minister has said, I consider it very rea-
sonable. He could not have said it. 1 want the 
medical examination of the Minister. How 
could he say such an absurd thing on the 
floor of Parliament? He is a responsible and 
good Minister, 1 know. Therefore I say that 
the House be now adjourned, let him be 
taken and medically examined. 

THE VICE-CHAIRMAN (SHRI S. S. 
MARISWAMY) : Why don't you wait for 
your speech? 

SHRI BABUBHAI M. CHINAI (Maha-
rashtra) : Let Shri Gupta say what he vants 
when he speaks. 

SHRI BHUPESH GUPTA : It is a good 
suggestion, a friendly suggestion that he 
should be sent for medical examina-<ion. 

SHRI SHAH NAWAZ KHAN : In this 
process we are acquiring an oil refinerj with a 
recognised capacity of 2.75 million tonnes 
per annum which is capable of working to 3.5 
million tonnes per annum and can 
immediately be so utilised. The refinery is in 
very good condition and is equipped with 
sophisticated processing units including a 
catalytic cracker. The Lube India plan! is a 
modern and sophisticated plant which is 
already working to much above its rated 
capacit". The distribution and marketing 
organisation is spread all over the country 
and has 8 major terminals with a throughput 
of around 1.7 mill ion KL per year; 5 port 
installations; about 100 storage points; and 
1900 retail outlets. All this makes for a very 
substantial acquisition of 'a running profitable 
organisation by the public sector.    The IOC 
already commands around 
2RSS/74-6 

61 per cent of the oil products market in ;he 
country With the take over of Esso-
operations in the public sector, the operations 
commanded by the public sector will be 
around 73  per cent. 

A   question     may  be  asked   why     we J  
not take over the full   100 per cent at  en:   
stroke.    That  is  the  question that is     
raised  by  my     friend,  Shri  Bhupesh 
Gupta.    As the honourable Members may be 
aware, Esso had itself offered    to sell 74  per 
cent of  its share, or,  if  the Government  so  
preferred,  the  full      100  per cent.    The  
honourable  Members  are  also fully aware 
of the world oil situation    in which there 
have been drastic changes    in tfe    last three 
years.   Not only have crude oil  prices     
risen phenomenally, but avail-.b lily  has also 
been difficult.    We have, considerable     
extent,  succeeded     in establishing direct 
links  with  the  national companies of  the oil 
producing countries in the Middle East,    but 
even so, almost half  of  our  supplies  of  
crude   oil  come through  private oil 
companies.    It is  also t  that for quite some 
time now the crude  oil   sold   to  us  by  the  
private  oil com-3 lies   is  considerably  
cheaper     than that bought in direct 
transactions with the national  oil companies 
of the oil producing countries.    For security 
of supply, and for the presently prevailing 
price    advan-we  have  considered  it 
advisable  to purchase  only  74  per cent 
shares  in  the Esso's operations leaving 26 
per cent with Esso till the end of  1980 by 
which time we should expect greater stability 
both in supplies and in prices, and also 
hopefully greater  self-reliance  in  the matter  
of  indigenous crude oil production. 

I would like to say a word here about the 
employees of Esso. In Chapter III, the Bill 
makes specific provision for protecting the 
contractual service conditions of the 
employees, including their provident fund, 
superannuation benefits, welfare funds, etc. I 
would like to state very clearly that it is 
Government's intention to treat the officers 
and all other employees of Esso fairly: nor 
will the provident fund and superannuation 
benefits already earn- 
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ed by all such employees be affected in any 
manner whatsoever.' There should be no 
apprenhensions in this regard. 

All in all, we consider the transaction we 
have decided upon as very much in our 
interest, and I would strongly commend the 
Bill for adoption by this honourable House. 

The question was' proposed. 

SUR! BHUPESH GUPTA : Sir, I rise to 
launch my strong protest against the 
provisions of the Bill, and the manner of the 
so-called acquisition by the Government 
which not only defies the spirit of the 
Twenlyfifth Amendment to the Constitution 
which, after a great election, we passed with a 
view to facilitating nationalisation in national 
interests whereby we would not have to give 
blood-money as compensation, least of all to 
foreign exploiters. Sir, it is not for the sake of 
fun that in the midst of political turmoil in the 
country that the 25th Amendment of the 
Constitution was adopted in order to arm the 
Government to take over such institutions, 
organisations and undertakings as the foreign 
oil companies in order to serve the nation and 
protect the interests of the nati >n.   Today we 
have seen things moving in the opposite 
direction—opposite of what was envisaged 
when we passed the 25th Amendment to the 
Constitution. 

I shall come to the question of com-
pensation later. Let me first deal with some of 
the major things. First of all, I should make it 
very clear that we as a Party has always stood 
for, and still stand for, complete 
nationalisation of foreign oil companies and in 
fact oil industry—its exploration, production, 
refining and distribution—should be entirely 
in the hands of the nation. Foreigners should 
have been given no quarter. But unfortunately 
even while entering into the arrangement of 
this kind, we find every care has been taken to 
baiter away our national interest because some 
bureaucrats, may  be for golden     
considerations,     and 

some officials, in the name of acquisition, 
have served their interests rather than the 
interests of the nation. Therefore, T raise my 
voice in protest against it. We have been kept 
in the dark about the negotiations and as to 
how the compensation has been computed. 
We have not been given any paper by the 
Government or by the Ministry as to how the 
conclusion could be arrived at that this kind 
of arrangement is in the best interests of the 
nation. And yet we hear the Prime Minister 
telling us that in such matters opposition 
parties should co-operate. You cannot allow -
our Goel or Naik to go and have a shady deal 
with the foreign oil concern either by sending 
their children to the United States or getting 
outright bribe from them and expect us to 
defend their action in the highest forum of the 
nation—the Parliament.    It is an insult to the 
Parliament. 

Now we say that complete nationalisation 
should have been done. Even in this case 100 
per cent shares should have been taken over. 
That has not been done. 

Now 1 must proceed to deal with Esso. 
Before I proceed to the details, you know 
very well that in our country we depend on 
foreign oil companies and they have been 
plundering and looting the nation for years 
and years. Coming to Esso, it is well known 
that there are three or four foreign oil 
companies which had taken out of this 
country over a short period of time nearly Rs. 
1,000 crores by way of profits and other 
things. We have revealed in this House some 
time ago that Esso which entered business in 
this country as Standard Vacuum Oil Com-
pany has recently taken out of the country 
several hundreds of crores of rupees as profits 
draining our resources and exploiting our 
labour. This is the history of Esso. I do not 
know how many times their paid-up capital 
the amount comes to, but I know that for 
every rupee invested in this country, they 
have taken several rupees, by way of profits 
and otherwise.    This  is the thing. 



 

When Shri Borooah took over the office, at   
one   time   he     mentioned   three   alter-
natives.    He mentioned the take over    of the   
management   as   the   first  alternative, 
buying  up  the shares as the second  alter-
native     and   nationalisation     as  the  third 
alternative.     He   gave   us     the  impression 
that all the  three  alternatives were under 
consideration.    It  was     made   very   clear 
from this side of the House and also from that   
side   of   the      House   that   what   the 
nation   wanted   was   nationalisation  of  the 
foreign oil  companies  in this country    in all   
branches   of   business.     Today,      that 
policy     of  nationalisation  has been  aban-
doned, abandoned in    a most scandalous 
manner   behind   the     back  of  the  nation, 
through secret deals, through secret nego-
tiations     and  through     colourable    trans-
actions   which   have   taken   place   between 
the high officials    of the Government on the  
one hand  and the tycoons of the  oil industry 
on the other.    This is a big scandal  and 
certainly a scandal  known to the 
knowledgeable  circles   and.   Sir,   I   demand 
an inquiry into how the negotiations had been 
going on over a period of months. Sir, this is 
my first point.   I would like to know who 
gave Mr.  Borooah the authority to 
unilaterally decide, having given an assurance 
to the nation that nationalisation was     under  
consideration,     to    abandon nationalisation  
and then  produce     before the nation a fait 
accompli so that the nation  could  sign  on  
the  dotted line.    Sir, he should  explain it 
here  and the Congress  Members  should  ask  
the  Minister  to do so.    I do not know 
whether the matter was discussed within their 
own party.    It does  not  seem  so.    From     
the speeches made by the members of the 
ruling party in  the  other  House I  find  that 
there  are lots  of  misgivings     also  about 
this.    The only  people     who  know  the 
transactions are the people in the bureaucracy 
or    are the  people  in     the  Finance  
Ministry  or are the people in the Petroleum 
Ministry. Even the members     of the  ruling  
party, even   responsible  members,   do  not  
know how the deal was struck between the 
Government on the one hand and the plunder-
ers and buccaneers on the other, namely, 

the   foreign  oil  concerns.    This  I    would 
like to know, Sir. 

Now, Sir, the Government has decided to 
acquire tnem. What are they acquiring? They, 
are acquiring some junk. As is well-known, 
when the negotiations were going on, these 
people were selling their . lo others including 
the IOC. They were selling their assets and 
they were passing them on to the other people. 
Now some junk remains, and they are paying 
a heavy compensation for this. This is what 
they are doing and they are buying it on 
commercial terms, For this did we pass the 
Constitution Amendment Bill? For this did the 
nation go into a mid-term poll? For this did 
the nation face the situation when the country 
was in the midst of a great political crisis so 
much so that we had to order a mid-term elec-
tion and we on our part voted for this 
government and put it in power? For this did 
we pass the Twentyfifth Constitution 
Amendment Bill? We voted for this 
Government because those who were 
opposing this Amendment Bill would not be 
able to overthrow this government so that they 
could, proceed to a stage when they could go 
in for nationalisation in terms of the 
Twentyfifth Amendment of the Constitution. 
For this did we work or for something else? 

Now, I come lo the question of distribution 
and other things and step by step, Sir,  1  will 
expose all those things. 

Now. Sir, take the case of ESSO. As I have 
said earlier, even in this House, ten years ago, 
I exposed the STANVAC who v/ere, in the 
name of exploration, plunder-ir.g the 
exchequer and we had to spend in the West 
Bengal basin nearly ten crores of rupees. This 
is the history of the ESSO or STANVAC at 
that time. Now, Sir. if vou go through the 50th 
Report of the Estimates Committee, you will 
find what they lu've said. They have pointed 
out that the I2SSO did not even render 
account. It was not done and it was noted by 
your Committee of Parliament, the Estimates 
Committee, and they have    written this. They 
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refused even lo render the account. Thev 
introduced a new system of accounting. The 
foreign oil companies introduced a new 
system called the Valued Stock Account 
System and this was the mechanism of 
plundering and swindling the national 
exchequer and  the  national  resources. 

Sir, in 1959, the matter was found out and, 
in fact, it was referred to the late Shri 
Javvaharlal Nehru and W inquiry was ordered 
and it was discovered that they had defrauded 
the country and that they were to pay nearly 
seventy crores of rupees. That was the money 
which they swindled and it was made known 
here in this House at that time and they 
manipulat-:<J their new accounting system in 
such a way that they swindled the nation to 
that extent. The then Prime Minister, the late 
Shri Jawaharlal Nehru, had to order an inquiry 
and an investigation and the result of the 
investigation was the discovery of Rs. 70 
crores cheated by them. Well, it was much 
more. But they were made to pav this much. 
Then, Sir, there is another thing. They found 
a new way of supplying crude to certain 
concerns like the Fertilizer Corpora-of India 
at Trombay and certain other petro-ehemical 
industries. This was carried on  in  a 
fraudulent manner. 

This country was cheated. The companies 
were cheated. It was also revealed by the 
Government. The top-up crude busi-r.ess was 
also found out by the Government and it was 
discovered that they had cheated to the extent 
of 20 crores of rupees. Ultimately, they were 
let off with a line of 58 lakhs of rupees only. 
This story does not end there. Shri B. 
Mukhei-jca, an I.C.S. Officer, abetted and 
helped this business of top-up crude supply. 
He helped this foreign concern, ESSO, and he 
is now the Vigilance Commissioner of West 
Bengal Government. What a wonderful 
Vigilance Commissioner he will be ! Who is 
going to be veei-lant about the former I.C.S. 
man, Shri B.  JVIukherjee,  who  was,    at    
that    time, 

helping the oil concern to use the mechanism 
of top-up crude and helped ihem to swindle 
the nation to the extent of 20 crores of rupees 
and at whose initiative they were allowed to 
get away by paying a fine of 58 lakh of 
rupees? Tell us something about it. 

Sir, in this connection, I must bring IO your 
notice many other things. It is neccs-saiy that 
they should be brought to your notice. There 
is another scandal in this top-up crude 
business. There is not a word about it. There 
was an arrangement between the foreign oil 
concern and the I.O.C. v. hereby the I.O.C. 
were to supply the foreign company certain 
products on » loan basis. 

This was done. The I.O.C. was supplying to 
them on the condition that the supply v as a 
loan and it should be repaid in kind. Oil 
should be paid by oil. Every ton must be 
repaid by every ton. Here .* have got with me 
the Internal Audit Report of the I.O.C. 
regarding supply of Rurcanian oil to the Esso 
on loan. Mr. Shah Nawaz Khan may kiocRy 
note it. I demand thai the report should be 
placed on the Table of the House. It is the 
Internal Audit Report of the I.O.C. I have got 
some relevant portions from this report. What 
does the report say? This relates to Agenda 
Item No. IMF 106 and the meeting was held 
on 11-8-1972. The matter continues to be 
pending as on March 1974. It is said  in this 
report.—  

"During the period 1967-68 to 1970-7i, a  
share  from     these   imports   (imports 
from   Rumania) ................      During   this 
period, the products worth 7.66 crores ot 
rupees out of the imports, were supplied to 
other oil companies. Out of these, products 
worth 3.13 crores of rupee; were given to 
ESSO on a loan basis. The other oil 
companies were given the products on a 
out-right sale basis." 

ESSO was favoured. It was done specially 
in the case of ESSO. 

I!II VICE-CHAIRMAN (SHRI S. S. 
MARISWAMY)   :   Mr.     Bhupesh  Gupta, 



 

you have taken 15 minutes. You can have 
only another  5  minutes. 

SHRI BHUPESH GUPTA : I cannot finish 
in 5 minutes. 

THE VICE-CHAIRMAN (SHRI S. R. 
MARISWAMY) :      Kindly  listen  to  me. 

The allotted time is 3    hours    and    there 
are 8 speakers. 

SHRI BHUPESH GUPTA : I will take 25 
minutes. 

SHRI     BABUBHAI   M.   CHINAI   :   U 
there no rule for Mr. Bhupesh Gupta? 

THE VICE-CHAIRMAN (SHRI S. S. 
MARISWAMY) : 1 have reminded him that 
he has already taker.  15 minutes. 

SHRI BHUPESH GUPTA: 1 will proceed 
till I finish. I move that the time may be  
extended. 

Otherwise, the study will not be known. 
The House would be interested in knowin? 
such things. I found out that some research 
work was done and I thought I should bring it 
to the notice of the House. If anybody is 
prepared to do it, I will give my place to him. 

So, Sir, there was a culpable deal between 
the two. In this connection, I must bring to the 
notice of the hon. Members that one Mr. P. K. 
Rao, the then Finance Director, caught Mr. 
Kamaljit Singh in the act of defrauding the 
Government. And what has happened to Mr. 
Kamaljit Singh? You know it very well, Sir. 
Government was cheated by them and nothing 
was done. And now, we say that we will pay 
in cash. Why in cash? Why not in kind? They 
know that the prices of oil have gone up. 
Today, they should have paid in kind— 
product for product—and we would have 
saved foreign exchange to that extent. Today, 
they want to make money out of it. And they 
are the gainers. Why should it be so? The oil 
prices have gone up in the world and here 
also, they have gone up. 

2RSS/74-7 

What was Rs. 3 crores at that time is certainly 
much more now. And yet the calculations 
would be made in terms of money, on the 
basis of old prices. This is again another 
fraud. Therefore, I demand that the Internal 
Audit should be made available to the 
Members and the Members should demand it. 
That report should not be kept away from us. 

Now, I will come to various other things. 
Sir, 26 per cent of shares have been left to the 
Government. Why? We are told that they will 
bring oil from other countries, from Saudi 
Arabia, etc. Well, we can get oil for ourselves 
from our internal sources and also crude from 
the internal sources. And we can get crude 
from other countries like Iran. But do you 
know as to what has happened in the case of 
Iraq? let the Minister deny it if he has the 
courage to do it. Mr. Verma and others were 
interested in buying Saudi Arabian oil, by 
giving them higher prices. I think, the Indian 
Embassy in Iraq sent a telegram— a coded 
message—to the Government of India asking 
the Government not to pay higher prices for 
the Saudi Arabian oil. And that coded 
message was suppressed and ignored. Why? 
First of all, the hon. Minister should tell us 
whether he had received a message from the 
Indian Embassy in Iraq, asking them not to 
pay this kind of high price for the Saudi 
Arabian oil. Here again,. Mr. A. P. Verma, 
who was supposed to be the head of the new 
Company which is going to be set up—now, 
Mr. Goyal will go there in collusion with 
others, saw to it that oil from Iraq was not 
bought. He ignored the telegram of the Indian 
Embassy and kept on paying the higher price 
to his patron in Saudi Arabia. T do not know 
how much money he has made or some 
people in the Ministry made. But there is a 
case for enquiry into the matter as to how the 
coded message from our Embassy was 
ignored in this manner in order to make heavy 
payment to these people. 

Then, Sir, it has been left to those people 
for seven years. And they will continue. Why 
should  it be  seven years? We 

169       ESSO(Acquisition of [I I MARCH 1974] Undertakings in India 170 
Bill, 1974) 



171       ESSO (Acquisition of [RAJYA SABHA] Undertakings India 172 
Bill, 1974) 

[Shri Bbupesh Gupta] should be in a position 
to run our Refinery. The Bombay High can 
feed our Refinary. If we want to run them 
properly, we can get assistance from friendly 
countries, the socialist countries and the Arab 
countries. We can get it from Iran also and 
other places in order that we can feed our refi-
neries. Why should they be allowed? 

Sir, what is the guarantee that ARAMCO 
from which the ESSO gets its stock in Saudi 
Arabia will not be nationalised when we 
know from the American papers and others 
that they are contemplating to nationalise the 
ARAMCO to which the ESSO is attached? 
There is no explanation for it. Why are you 
buying the junk? You have given them 
enough. You have given them enough over a 
period of time. I have found it out. You have 
given them Rs. 600 crores through the I.O.C. 
Marketing Division—to Esso, Burmah Shell 
and Caltex. Reference to this has been made 
in the Auditor-General's Performance Report 
on I.O.C. Marketing Division presented to 
Parliament on the 6th of September,  1973. 

Sir, today we are in a far better position 
with regard to our own refineries, with regard 
to our own potential, resources—internal and 
other things. Even in a patritic way we can 
develop Bombay High and other sources—
other sources where oil has been struck. We 
are in a position to supply crude to all our oil 
installations. We have taken them in the 
nationalised sector,. We need not rely on 
these people, the foreigners—Esso, Caltex 
and Burmah Shell—for our dependence on 
them for another number of years. Now that 
they will be getting the crude from their own 
sources, those sources are available to us also. 
We have our own diplomacy. We have our 
relations with the Arab countries. Why can't 
we develop our relations in order to develop 
the resources. 

Sir, sabotage is going on in the adminis-
tration. That should be stopped. Therefore, 
what we need today is a patriotic policy in the 
matter of developing our oil industry and 
taking it into our own hands and running it as 
a truly national asset. Sir, that is not being 
done. 

Now, Sir, I do not want to take much time 
because you will not allow it. All that I 
should like to say in the end is how is it that 
Mr. Goel has been selected for the post. You 
know he has been selected. A new company 
Hindustan Oil Corporation is proposed to be 
set up by the Ministry and Mr. Goel is 
proposed to be appointed. How is it that even 
before we passed the Bill you have taken the 
decision ? 

THE VICE-CHAIRMAN (SHRI S. S. 
MARISWAMY) : Please finish now. Last 
sentence only. 

SHRI BHUPESH GUPTA : I am finishing. 
I have told you. 

How is it that you have appointed him? 
There was a plant to take Mr. A. P. Verma  —
another corrupt officer. Now, Mr. Goel is 
proposed to be taken. He has been released by 
the Railway Ministry. Esso has been favoured 
by them out and out. Sir, everybody knows the 
pipeline—a pipeline of corruption. Oil 
pipeline gets blocked. Mr. Naik had been 
there. But that pipeline through which oil 
passes to the bosses in the country is flooded 
with money. That is what is happening and 
that is why you have as much corruption. 

Sir, I demand finally that all these matters 
should be investigated. This Bill should be 
deferred. We should not be asked to pass this 
Bill because all these things have been 
brought to your notice on the basis of the 
Report of the Estimates Committee—the 
report of the internal audit of the Auditor 
General and other matters. There have been 
investigations in the past as to how the Es^io 
has been cheating the country step by slep 
and today we are now taking over their junk 
by paying them Rs. 3 1[2 crores. 

We have got an amendment. We shall 
come to that amendment and when the 
various items are taken up I want to say that 
this is one of the shadiest transactions which 
the Government has entered into with the 
foreign oil concerns. 

Sir, as you know very well the foreign oil  
companies     do  not  merely  run  their 
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business, they influence politicians and 
bureaucrats in very many countries. They 
have been threatening even military aggres-
sion on some of the countries. The same 
forces, the C.I.A. linked up forces are 
working there. It is to our shame that we have 
these things happening and other forces 
enterenched in this Ministry in order to help 
the cheating and swindling of the nation. I 
protest against such things. 

4 P.M. • 

Therefore, Sir, I finally say that the 
compensation of Rs. 20 crores for three units 
would be a shoking compensation. You have 
set an example now in the case of Esso. We 
fear this will be followed in the case of Caltex 
and Biirmah-Shell and that is why we are 
protesting against it before it is too late. I 
would appeal to Parliament not to pass it I 
would appeal to Parliament not to give any 
quarter to these thiiigs. Sir, I am prepared to 
surrender to you— you are asking me to stop, 
ringing the bell again and again forgetting the 
national interests. I stop. You become the 
chairman of an inquiry committee of 
Parliament; let the whole matter go before the 
committee of Parliament based on the cost 
and other data and on the basis of documented 
proofs and so on and if after inquiry it is 
thought advisable to pass this Bill, let it be 
passed. But 1 am sure no Parliamentary 
committee, if it is given a chance to go into 
this Bill, will ever sanction this kind of 
plundering in the name of acquisition by the 
Government because some corrupt officials 
and others have made it a point to prosper on 
the basis of corruption and bribery. It is a 
matter of shame. I oppose this Bill. This is no 
acquisition Bill. It is worthy of the plundering 
people who are in charge of   the   
administration. 

SHRIMATI SUSHILA SHANKAR ADI-
VAREKAR (Maharashtra) : Mr. Vice 
Chirman. Sir. I rise to support this Bill and 
also to congratulate the hon. Minister for 
taking the first step in the direction of taking 
over of foreign oil companies. 

The- purpose of the Bill is to acquire Esso     
Eastern    Incorporated    which   is  a 
2RSS/74—8. 

branch of the worldwide American company 
and which looks after the marketing 
operations of Esso in India. Esso also has two 
other separate companies both of which are 
incorporated in India. The Bill refers only to 
the takeover of the Esso Eastern Inc., but it is 
not at all clear as to what the Government 
proposes to do about the other two companies 
excepting the Minister's announcement that 
the Government has decided to acquire 74 per 
cent of the shares of these companies. 

I have no doubt that the Government has 
valid reasons for not disclosing all details, 
specially when they want to discuss similar 
agreements with the other foreign oil com-
panies. But. Sir, it would help to come to a 
decision soon if some more facts and infor-
mation are placed before the House. 

I compliment the hon. Minister for taking a 
decision in this important matter. As a nation 
we just cannot leave this vital industry in the 
hands of foreigners any more. The 
Government has no doubt made a good 
beginning. Many a time we were told in this 
House that the Government had three 
alternatives before it—(I) nationalisation (2) 
major participation, and (3) termination of 
refinery agreements. The Government has 
chosen the best alternative to acquire the 
majority of shares by negotiations. This will 
give us plenty of time to look at the 
operations of the company and to find'out 
whether the "country is getting its money's 
worth. 

It has been complained from time to time 
that Esso and other foreign oil companies are 
repatriating large amounts in foreign 
exchange as profits, service charges, etc. If 
this is true, then the Government has taken 
through this Bill a decisive step to stop this 
outflow. 

I would like to request the hon. Minister to 
tell us the total price that we are going to pay 
for acquiring 74 per cent of the shares. Tt has 
been reported during the Lok Sabha debates 
that the price will be about Rs. 18 crores. I 
have no quarrel with this figure because it is 
estimated that this 
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year alone we are going to save about Rs. 30 
crores on crude imports. The price charged by 
the foreign oil company is about $ 2 less per 
barrel than the price charged by the oil-
producing countries. If Esso supplies crude 
requirements for its Bombay refinery, it is 
estimated that the price paid for its assets 
itself will be recovered in the very first year. 
But I would, however, like to know from the 
Government what guarantee will be- there 
that the company will honour its 
commitments and what action the 
Government proposes to take in case it fails to 
do so. 

An announcement was made some time 
early this year that an agreement has beeD 
reached between ESSO and the Government 
in principle. It was good that the Government 
waited till Parliament met and brought this 
Bill before the House instead of issuing an 
ordinance. This has enabled free and frank 
discussions on this important piece of 
legislation which will set the ground rules for 
future for not only this company but 
regarding the taking over of all the foreign 
enterprises in this country, 

It is reported in the newspapers that other 
oil cartels are trying to stall this move. It is 
quite likely that the other foreign oil 
companies may not like to fall in line and may 
resist Government attempts to take them over 
also. It is absolutely obvious that the foreign 
oil companies have outlived their utility and 
the country is no longer in a mood or even 
anxious to allow any further continuation to 
any foreign interest in the oil industry. They 
have been here too long. It is high time that 
they should now leave the matter with the 
nation to handle it. 

I would like to make a plea on behalf of the 
employees who are the workmen of the 
company and who number approximately 
3,000. A sort of an assurance may be given 
that their rights will be completely protected 
and their service conditions etc. will be 
maintained. This will enable to generate a 
new air of confidence amongst the workers of 
the company. As far as the 

technical men are concerned there is not 
doubt about their abilities. ESSO is supposed 
to be a well managed and profitable 
organisation and their business efficiency haa 
never been a matter of doubt. These technical 
men have helped to set up new refineries not 
only in Asian countries like Malaysia, 
Singapore, Indonesia, Philippines, etc. but 
also in some of the European countries like 
Greece. These talents should be utilised fully 
for the expansion of the Indian oil industry. 

I am not in a position to talk about the real 
worth of the assets left behind by the ESSO 
but one can easily say that the assets left in 
terms of human talents are certainly worth 
while and will be very useful in strengthening 
our oil industry. It has been reported that 
sorge of the Middle East Governments have 
asked our Government for technical 
assistance in the oil industry. The persons 
serving in ESSO who have experience of 
worldwide operations can be useful in this 
respect. 

With these words I once again support and 
welcome this Bill. 

SHRI BABUBHAI M. CHINAI : Mr. Vice 
Chairman, I have gone through the speeches 
made in the Lok Sabha and in this House also 
by the various sections of opinion, both of 
Shri Bhupesh Gupta and of the Congress 
Member, Shrimati Sushila Shankar 
Adivarekar. While I welcome the Bill I have 
got certain doubts also about the 
repercussions on foreign investment. First of 
all let me make it clear that I do not agree 
with the arguments of the Communist 
Member, Shri Bhupesh Gupta, that no 
compensation should be paid when acquiring 
either a part or full undertaking. We are a 
democratic nation and I do not like that any 
undertaking should be taken over without 
compensation. All these foreign concerns 
have served our country. May be at some 
point of time there might be some exploitation 
but it is in the nature of things and in the 
nature of business and I do not think we 
should stress too much over this aspect at the 
present moment. 
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The amount of compensation of Rs. 2.59 
crores has been arrived at not only in con-
sultation with the undertaking concerned but 
also after careful deliberations and study by 
the Cabinet Secretary, Finance Secretary and 
Petroleum and Chemicals Secretary. The 
matter had also gone before the Cabinet 
Committee. The amount agreed to by the 
Committee is reasonable and has been 
accepted by the undertaking. We have not 
accepted the policy of nationalisation without 
compensation and this is generally so in any 
civilised society. This compensation is only 
for taking the Marketing Division of the 
Company. Petrol pump outlets, building, 
storage points and port facilities constitute the 
corpus of the society which is  being taken 
over. 

I also do not agree with the argument that 
why only 74 per cent of the share of the 
company should be taken over. After all these 
companies have been there for a long time 
and it would not be wise to take away 100 per 
cent of the shares. 

Another factor is that this position will 
continue only for seven years because after 
that period all these companies would be 
owned by the Government of India through 
Hindustan Petroleum Company. It is no use 
hastening the process, particularly at a time 
when the international oil situation is 
critically bad. I would, however, like to sound 
a note of warning. I would like to know 
whether the Government has made -iny study 
of the repercussions of the present move on 
foreign investment and foreign collaboration. 
We are still a technologically undeveloped 
country and are also short of the required 
foreign exchange for the import of plant and 
equipment. Further, we have been seeking 
outlets in other countries. We have been 
spreading into various African and South East 
Asian countries. We are also contemplating 
joint ventures on a big scale in other 
countries. I would like to know what would be 
the reaction of the Government if our ventures 
abroad are treated in a similar manner, as we 
have treated or propose to treat foreign 
ventures in India. This is a very important 
factor to be     considered  at the     present 

moment. We have a long way to go in in-
dustrial development and this will not be 
possible unless we have active collaboration 
of foreign capital and technical know-how. I 
would beseech the hon. Minister to kindly 
explain to us the Government's views on the 
points which I have raised, so thai we may be 
enlightened as to what is the general policy of 
the Government. Thank' you. 

SHRI NIREN GHOSH : Sir, this is a shady 
Bill, a Bill directed against the interests of 
India. All along the oil policy of the 
Government of India has never served the 
interests of the country. It has always served 
the interests of the foreign international oil 
cartels. It has a long history, if we get any 
chance to go into that, but I will bring some 
specific facts. Bhupesh has done something. I 
charge the Government that the Petroleum and 
Chemicals Ministry under Dr. Triguna Sen did 
make a recommendation to the Government of 
India that the three foreign oil companies be 
nationalised. The recommendation was put 
into cold storage by the Cabinet. This is the 
charge that I have made and I take this 
opportunity to make again. Mr. Shah Nawaz 
Khan should at least tell the House on this 
occasion what wa8 the recommendation. Why 
do you not place (hose recommendations on 
the floor of the House before you proceed in 
this manner and scuttle those 
recommendations ? In whose interests ? 
Obviously it is in the interests of the foreign 
oil cartels. This is Ihe first point that I would 
like to make. 

Now, this deal is a lackey-like deal mad« 
with the foreign US imperialist oil company. 
Only a lackey could do it or can do it. The 
Government in this matter has acted in a 
lackey-like fashion. Why did Esso propose 
that 36 per cent of the shares should remain 
with them ? It is clear enough .   .   . 

SHRI  SHAH   NAWAZ  KHAN :     It  is 
26  per cent, not  36 per cent 

SHRI NIREN GHOSH : All right. This 
gives them veto right on all basic decisions. 
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LShri Niren Ghosh] Having  26  per  cent 
of the  shaies.  Esso has the right to veto any 
basic and vital decision. This power they have 
retained and we have surrendered to them. 

Now, another thing we are told—that an 
agreement was entered into with this foreign 
oil corrlpany that they would bring crude from 
their principals. I am told that it has no legal 
validity. It was a technical understanding, it 
was not a legal document. Yet this opportunity 
had been given, is being given till now, to 
these three foreign oil companies to import 
crude from their principals, and they have the 
audacity to refuse to refine the crude supplied 
by us from our own indigenous sources or 
from friendly countries. And they nave no 
legal ground to stand on. Yet this Government 
of India crawled before this international oil 
cartel, though it has no legal right to do it. And 
what did it mean ? Everybody knows that if 
the cost of production per barrel was three 
cents in those days when, there was no price-
rise, the amount charged to us was anything 
between two to three dollars per barrel. And 
just compute the huge amount. Nobody knows 
what it is. Shri Bhupesh Gupta has said that a 
thousand crores have been remitted, another 
thousand crores have gone out ot the country 
out of this imported crude from their 
principals, for which no account has ever been 
properly kept, because everybody knows that 
the cost of production per barrel of crude is 
only three cents. And at that time some 
committee was set up and something came up. 
Even then we never negotiated. So, they would 
continue to import that crude and now ihey 
say— Shri Shah Nawaz Khan has said—that 
the price offered by Esso during the seven 
years for the supply of crude from their 
principals is lower than the price charged by 
the Iranian Oil Company. Now. I would like to 
ask the Government : H;uc you heard of a 
statement by the Shiekh of Yemen or the King 
of Saudi Arabia who almost heads the OPEC 
that there is no reason for this abnormal price-
hike because the amount of the price-hike is 
judged by the OPEC and an equal amount of 
price-hike is imposed simultaneously by 

the marketing international oil cartel, and they 
are making super profits. Though Western 
Europe and America are starving, the foreign 
international oil cartel has not suffered in the 
least. They charge an equal amount. If five 
dollars per barrel is price-hike, another five 
dollars are charged by the international oil 
cartel. So the price becomes 10 dollars. It is 
an open secret. Why can't we negotiate with 
Iran or Algeria ? They are anti-imperialist 
countries. We can even accommodate their 
price-hike to some extent and even then we 
will not have to pay a higher price that we are 
going to pay to Esso for the next seven years 
for the import of crude. 

Sir, a provision of Rs. 1.84 crores has been 
made in :he revised estimates for 1973-74 and 
another sum of Rs. 6.27 crores have been 
provided in the Budget for 1974-75. How 
have you calculated these amounts ? Dr. 
Tanzir, the international oil expert, opined that 
India should, without any hesitation, without 
paying any compensatioin, nationalise the 
three foreign oil companies. And he is an 
American. He knows what he says. He is not a 
Jay man like us. It is his opinion. But you 
have not heeded that. The entire operation of 
the three divisions of the Esso, if we purchase 
them, amounts to Rs. 21 crores  or  something 
like  that. 

In the first year you have made a provision 
of Rs. 1.84 crores and the next year Rs. 6.27 
crores. What is the basis of your calculat:on ? 
Why do you not speak up ? Then, these 
undertakings shall not include the following : 
"any share held by Esso in the equity capital 
of Esso Standard or Lube India ; any trade 
mark and any right of Esso to use any trade 
mark in India, specified in the first Schedule ; 
all patents and designs registered in India in 
the name of Esso.'" What is the meaning of 
take-over ? You have excluded these. Why ? 
On what ground ? Please tell us why you have 
done this. Why have you done this ? Then, 
see how they have been favoured on the 
purchase price "Gains due to revolution of 
assets" ; the presents, if they are valued, will 
be exempt 



 

from taxes in terms of extant taxation law. I 
am quite sure if we pay the full market value 
of Rs. 21 crores, it will jump up at the end of 
seven years io Rs. 60 to Rs. 70 crores this, 
apart from the fact that they always send by 
way of remittances of dividends, reserves, 
principals, and so on. The Esso itself, having 
invested a capital of Rs. 60 to Rs. 70 crores, 
they have taken away more Rs. 300 to Rs. 400 
crores already apart from the amount they 
have given to the principals by way of import 
of crude which will amount to another Rs. 200 
crores. So by investing a working capital of 
Rs. 60 to Rs. 70 crores they have taken from 
this country at least Rs. 600 to Rs. 700 crores 
already. And now you have given them a right 
to proportional position on the Board with just 
26 per cent thus allowing them to vet all vital 
decisions so that you will be at their mercy 
even after the purchase of the shares. Who 
gave the Government of India the right to 
torpedo the recommendation of the Petroleum 
and Chemicals Ministry of Dr. Triguna Sen 
that they should be nationalised ? Was it for 
that crime that Dr. Triguna Sen was bundled 
out of the Ministry, because his Ministry made 
that recommendation ? And now you have 
kneeled down; on your bended knees you have 
accepted the terms of Esso and sold out the 
interests of the community to them in this 
way. The purchase price can be remitted in 
equal annual instalments. Wonderful clauses 
are there. Secondly, with the minority interests 
in the refinery the Esso might stiil have some 
voice in the crude oil supply position whereas 
on a hundred per cent ownership the Esso 
obviously would have no voice. But you want 
to allow the Esso make another hundred crores 
of rupees in these days of price hike apart 
from compensation and all that. So I would 
like to say that—and Mr. Bhupesh Gupta is 
correct on this point; we are one on this 
point—you are purchasing junks, worn out 
machinery. They have taken away the reserves 
from India. They have reduced the equity 
portion of the capital structure and they have 
not modernised any'hing. And  after  this  you  
purchase  this     junk 

bound hand and foot for seven years for 
which you will have to pay in one way or 
another Rs. 200 crores or something like that. 

And another 60-70 crores instead of 21 
crores by way of payment during the seven 
years and by way of import of crude from 
Principals another Rs. 100 crores. That is 
what you are going to do knowing fully well 
all these things. Even the Arab world, when 
they nationalised one company after another, 
did not do that. But this mighty democratic 
Government of India .   .   . 

SHRI SHAH NAWAZ KHAN : They 
are  also  paying  compensation. , 

SHRI NIREN GHOSH : Not always. What 
about Col. Geddaffe ? Has Iraq paid 
compensation ? 

SHRI SHAH NAWAZ KHAN : They have 
paid compensation. 

SHRI NIREN GHOSH : What is the 
amount that they paid ? It was not at the 
market value of the present price. But this 
mighty democratic Government, this anti-
colonial Government of the socialist brand of 
Shri Harsh Deo Malaviya wants to pay 
compensation at a very high rate. This 
Government, for that purpose, now comes 
with this rugged piece of legislation before us 
to sell out the interests of India to them and 
torpedo the earlier decision. 

That is why I say thai Dr. Tanzer was right 
when he said that all backward countries 
should nationalise oil installations without any 
compensation, because if you calculate the 
amount they have taken out of the country a 
fabulous sum of hundreds and hundreds of 
billions of dollars. Arab world has also 
suffered. They are gaining something by the 
price hike. But unless complete takeover takes 
place in any country, the purpose will not be 
served. Shri Bhupesh Gupta is correct on that 
point also. Why have you paid this amount  ?  
Why was  that     Constitutional 
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[Shri Niren Ghosh] amendment was passed 
? If it is thought necessary that under the 
Constitution you have got to pay something, 
why not pay Re. 1 ? Why not pay one dollar ? 
You may do that under the Constitution now. 
That was why the Constitution amendment 
was passed. If you now turn back and say that 
the amendment does not mean that, then let the 
progressive and socialist Malaviya say whether 
the Government did not take the plea that by 
passing the amendment there will be no 
difficulty in the way of taking over of foreign 
assets or any property of the vested interests 
and if it was not passed they have to pay 
fabulous amount. High-flown rhetoric was 
served in the dishes to the Indian people «nd 
now we see it in actual practice. All your 
promises are like promissory notes on a bank 
that has declared itself bankrupt. As Gandhiji 
said these are all postdated cheques. So, I 
demand that this Bill should be rejected. It 
should be dropped even at this stage because 
you are going to have another shady deal with 
the other two companies. Bring forward a fresh 
Bill providing for full nationalisation and com-
plete take over without compensation. If any 
compensation is to be paid, you may pay only 
one dollar—nothing more, nothing less. 
. Then I will put another question in this 
connection about refinery. This Government 
has sabotaged all the refinery projects for 
more than 12 years deliberately. 

When 1 asked Mr. Borooah why we could 
not take more crude, he said that per tonne of 
crude it would co?t Rs. 20 more since Haldia 
cannot accommodate two-lakh tonne bulk 
carriers. May 1 ask the Government one thing 
? How can you build a refinery at Mathura ? I 
am not opposed to the setting up of a refinery 
at Mathura. T would have been happier if it 
would have been set up somewhere in the 
eastern part of U. P. which is the most 
neglected and backward and poverty-striken 
area and not in Mathura. I would have been 
happier in that case. And, Sir, I am not 
opposed to the project as such. 

But what is the cost of building a pipeline 
from the coast to this place V What is the 
cost? 

THE       VICE-CHAIRMAN        (SHRI 
S. S. MARISWAMY) : Mr. Ghosh, you have 
taken already twenty minutes. Please wind up 
now. 

SHRI NIREN GHOSH : Then, why are we 
told such things ? In this way you have 
sabotaged the whole project. This is how you 
have behaved inside the country and this is 
how, in order to have the deal with the 
foreigners, you sacrifice the interests of the 
country. On excess capacity, and on certain 
other operations, there is no valid agreement 
and yet you have agreed. I am being told on 
the highest authority that there is no 
permission by India given to ESSO, Caltex or 
Burmah-Shell to import crude from their 
principals. There is no validity in the 
agreement. It was only a technical agreement 
with no legal validity whatsoever. Yet we are 
told like this. I will not divulge the name .   .   
. 

SHRI   SHAH   NAWAZ   KHAN   :   You 
must know that it is cheaper. 

SHRI NIREN GHOSH : Cheaper ? How ? I 
will not divulge the name. But this is what I 
have been told on the highest authority. 1 
know every detail of it. I am sorry, Mr. 
Borooah is not here. He should have been here 
and must have answered all these questions. 
So, Sir. this Bill should be deferred and the 
entire thing should be probed into and a 
separate Bill should be brought forward 
before the House for the take-over, 100 per 
cent takeover, without any compensation. If 
you cannot do that which even a small country 
like Ceylon has done and if you cannot do that 
according to the provisions of the Twentififth 
Constitution Amendment Bill, what is the use 
of your professing all things? If you want to 
pay, pay a few dollars and take over the entire 
thing. Instead of that you are still going to pay 
more than Rs. 150 or Rs.  160 crores 
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over and above the Rs. 700 crores that they 
have taken away from th: country. What a 
partriotic Government you are ! Wonderful ! 

SHRI     HARSH     DEO     MALAVIYA 
(Uttar Pradesh) : Sir, I welcome this Bill 
which has been placed before this House by 
Shri Shah Nawaz Khan. I welcome this Bill 
though, I think, it needs much improvement 
since there are certain serious gaps. But still I 
welcome it because it meets a popular 
demand, a very old popular demand in the 
country, that the foreign oil companies should 
be brought under public control and this 
would be a great step towards our set goal of 
attainment by the public sector of the 
commanding heights of the economy. 

Sir, as has been pointed out, 74 per cent of 
the shares is being taken over and they will be 
wholly owned by the Government of India. 
Esso will continue to have 26 per cent of the 
shares. Why is it so ? Sir, it has not been 
explained and I hope the honourable Minister 
will explain. Why can we not make our 
shareholding 75 per cent instead of 74 per 
cent ? I ask this question, because, according 
to the Bill, Esso will have a proportionate 
representation on the Board of Management. 
Now, all special resolutions which will have 
to be passed by the Board of Management, are 
required to have a three-fourth majority. By 
having agreed to have 74 per cent, we have 
reduced our three-fourth majority and it 
seems that we willingly give the right to Esso 
to block any special resolution because 
without 75 per cent of the shareholding, we 
cannot have a three-fourth majority. 

I do not know why this decision has been 
taken. I would like the hon. Mmister to kindly 
explain this very imporlant point. 

I would also like to say something about 
the question of compensation. The whole 
world knows about the huge profit; which 
these oil companies have been making. Huge 
profits and dividends have been drained out 
of India. The overall capital employed by 
ESSO in 1962 was Rs. 546.41 

million and in 1968, it was reduced to Rs. 
455.48 million. Why this reduction ? Does 
this not mean that dividends have been paid 
by drawing heavily on reserves which were 
built up in the past on the basis of huge profits 
and 'he capital has been depleted ? Is it not 
true that in this the ESSO has bypassed the 
laws of the land and the authorities concerned 
have shut their eyes to it ? 

I personally feel that there is no need for 
payment of any compensation, particularly so 
because what we are going to take over are 
the installations, depots and the petrol filling 
stations which are very old. Some Members 
have gone to the extent of calling them 'junk'. 
If we take over these installations which have 
had their depreciation, which are fairly old 
and which at places are not working 
efficiently, we shall be more or less buying 
near junk and in the very near future we will 
be required to spend lots of money to renovate 
them and to bring them into proper working 
order. So, we would be needing Rs. 2 1|2 
crores in foreign currency to give to the U.S. 
office of the ESSO. It is also stated in the Bill 
that it shall be free of income-tax and it shall 
have an interest of 6 1|2 per cent per annum 
which means that the total payment which 
may be made will be to the tune of almost 3 
crores of rupees. I do not see any necessity for 
it. I do not agree with the argument which was 
advanced in the other House by the Hon. 
Petroleum Minister that we have to pay 
compensation because it is our moral duty and 
this and that. I do not agree with this. Why did 
we bring about the 25th Amendment of the 
Constitution ? The 25th Amendment of the 
Constitution was specifically meant to give 
the State the power to deny compensation to 
anyone whom we like and the profits which 
these companies have already earned are 
enough and no compensation need be paid. 

In this connection, I would like to make an 
enquiry from the hon Minister. This point was 
raised by Shri Bhupesb. Gupta also. It is 
known that some engine oil   was  imported   
from   Rumania   by  the 
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Company and this engine oil worth about 3 
crores of rupees was given to ESSO as a loan 
transaction between 1967 and 1971. The 
understanding was that this engine oil would 
be returned by ESSO to the I.O.C. To the best 
of my knowledge, ESSO has not yet fulfilled 
its obligation. 

Sir, as Mr. Bhupesh Gupta pointed out, the 
internal audit report of the Indian Oil 
Corporation said that the ESSO must be 
insisted upon to return it. The engine oil from 
Rumania was worth Rs. 3.1 crores, and now, 
at the present rates, it would be worth Rs. 4 
crores. I would say, since the ESSO has not 
returned this oil to the I.O.C, if any 
compensation has to be paid to the Esso, it 
must be adjusted against this amount. 
Therefore, since the total requirement to be 
paid to the Esso is Rs. 2 1|2 crores plus 
interest charge, etc., it will be much less than 
Rs. 4 crores and so nothing should be paid to 
them. The compensation payable to them 
must be adjusted against this sum of Rs. 4 
crores, and the rest which remains with them 
must be realized. 

Sir. a number of exemptions have been 
given here. For instance, their share in the 
equity capital of the Standard or the Lube will 
not be touched. And their right to have a trade 
mark would not be touched and also their 
patents registered in this country. I believe, 
this assurance to the Esso in the Bill, perhaps, 
encroaches upon the rights of the Reserve 
Bank of India. I speak subject to correction. 
And I do not know whether in drafting the 
Bill, the Ministry had consulted the Reserve 
Bank or not. I think, the Reserve Bank is thus 
debarred from its rightful functions and its 
rightful duties. This is not in consonance with 
public opinion, I should say. in the country. I 
will go further and say that even the Congress 
Party in Parliament will not agree to this. And 
the hon. Minister must take another look at 
the question. I would like the hon. Minister to 
clarify the structure of the Board of 
Management and its powers. Fiom what is  
given  in   the   Bill,   the  structure  of the 

Board of Management is not very clear. And 
what 1 would very much insist on is that the 
clauses should be so sfmended as to give 
adequate representation to the workers in the 
Board of Management so that the workers' 
voice may be heard in the management of this 
firm in future. 

Sir, I am happy that the Bill gives a clear 
assurance that the employees of the Esso will 
not be touched. It is good, and certainly the 
small employees, the lower staff have to be 
given due consideration. But we also know 
that there are whole-time big officers with 
huge salaries and so many facilities. They 
have their perquisites. And this assurance 
must not apply to them because they are 
practically the white elephants and any 
blanket assurance to them would not be in 
consonance with our spirit to bring down the 
salaries and perquisites and facilities of the big 
bosses. I hope, Shri Shah Nawaz Khan will 
please bear this in mind while he replies to 
this debate. 

Sir, the three oil companies in India— the 
Esso, the Burmah Shell and the Caltex—
remitted abroad Rs. 81.91 crores during 1969. 

In 1972 they remitted abroad Rs. 72.64 
crores and in 1971 they remitted abroad Rs. 
94.49 crores. It has been estimated that during 
the past 14 years these foreign companies 
have remitted abroad a sum equal to Rs. 1,040 
crores. This should be an eye-opener to us. 
The workers in the oil industry—and there is a 
workers' movement in the oil industry—and 
public opinion in this country in general have 
been demanding persistently nationalisation of 
foreign oil companies. This demand is old and 
not new. So, I hope the Government will not 
just sit tight after this ESSO Bill which in 
itself is not very complete and which does not 
fulfil all our expectations, but will soon come 
forward with proposals to nationalise the 
Burmah Shell  and Caltex. 

In this context. Sir, I would like to point 
out that these two companies, the Burmah 
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Shell and the Caltex, have been behind the 
scenes and their agents and their persons at 
high levels—their contact men—have been 
trying very much to delay the Esso Bill. Sir, 
they know that if the Esso Bill is passed, their 
bargaining capacity will be seriously 
weakened. The Burmah Oil Company one of 
Burmah Shell's parent companies for the last 
one year had not been coming to terms with 
the Government and in coming to an 
agreement they were creating obstacles in the 
way of Government taking its share in the Oil 
India. It was delaying and stalling the 
negotiations with the Government. The 
Burmah Shell and the Caltex were interested 
that the Esso deal should not materialise. 
There was a supplementary agreement to 
decide the price of crude of Assam. Since the 
prices of the imported crude were going up, 
the Government had asked the Burmah Oil 
Company to revise the old formula of the 
Assam crude but the BOC was not allowing 
the Government to take a decision so that at 
least the indigenous crude would be available 
at a little cheaper rate at the cost of their 
fabulous profits which they were getting. 

Therefore, this whole nefarious game of 
these two other oil companies should be 
foiled. There should be a probe into the delay 
as to why the Government was not taking a 
decision and why the delay was at all taking 
place in taking over at least 25 per cent out of 
the 50 per cent share which the B.O.C. was 
holding. The top officers of the B.O.C. felt 
that if the Esso was nationalised all their 
fabulous wealth which they were now 
drawing at present would vanish. That is why 
they were putting obstacles in the passage of 
the Bill. 

Therefore, Sir, I would appeal to the 
Government and to the hon. Minister to 
realise the force of public opinion and not to 
have cold feet in so far as dealing with foreign 
oil companies. They appear to us as giants so 
long as we consider them as giants. But, little 
Iraq and other Arab countries recently have 
taken a bold decision for nationalising the big 
giants and nothing has happened. The skies 
have not 

fallen. Rather, as a result of this bold act they 
have gained the initiative and now the foreign 
western imperialist countries are coming to 
them on their bended knees. Therefore, Sir, 
what I would plead is that this Bill is good 
enough as it goes and vvc welcome it but it is 
not as good as it should be. There is need for 
further thinking, further action and the need is 
to nationalise the remaining two oil 
companies as early as possible without any 
fear or any expectations of danger from these 
countries. If you do it, you will generate a 
tremendous amount of public opinion in this 
country, you will build up morale and earn 
good will of the people of this country. 
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THE VICE-CHAIRMAN (SHRI S. S. 

MARISWAMY): You have taken 10 minutes. 
SHRI RANBIR SINGH : I will take only • 

two minutes more. 
THE VICE-CHAIRMAN (SHRI S. S. 

MARISWAMY): No; there are a number of 
speakers. 

SHRI RANBIR SINGH :  

 
THE VICE-CHAIRMAN (SHRI S. S. 

MARISWAMY):  Kindly wind up. 

 

 
THE VICE-CHAIRMAN (SHRI S. S. 

MARISWAMY):  Mr. Mandal. 

SHRI BHUPESH GUPTA: My proposal is 
let us adjourn today. The reply should be 
given tomorrow. The hon. Member has 
spoken. We did not take exception to Mr. 
Borooah being absent, but in fairness we have 
raised a number of important points, not that 
he cannot reply. I mean no reflection on Mr. 
Shah Nawaz Khan. He can very well reply, 
but it is better thai today we adjourc. We do 
not have many amendments,  as you  know. 
Tomoirow let 
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Mr. Borooah come and deal with the points that 
we have made. We have to ask some 
clarifications from him. We will not lake much 
time. This Bill will be passed. I would request 
you to adjourn the Mouse. 

THE   VICE-CHAIRMAN   (SHRI  S.   S. 
MARISWAMY): There are some speakers. 

SHRI BHUPESH GUPTA: I have no 
objection to Members speaking, but I say no   
reply  today. 

THE VICE-CHAIRMAN (SHRI S. S. 
MARISWAMY): The Minister is ready with his 
reply. 

SHRI BHUPESH GUPTA: The debate is 
becoming a farce. 

THE VICE-CHAIRMAN (SHRI S. S. 
MARISWAMY): I am sorry, Mr. 3hupesh 
Gupta. It has already been decided that we can 
allot only three hours. Mr. Mandal. 

SHRI BHUPESH GUPTA: I want to know 
the decision. 

THE   VICE-CHAIRMAN   (SHRI   S.   S. 
MARISWAMY): There is one more speaker. 
Soon after the Minister would be replying. 

SHRI BHUPESH GUPTA: I do not know 
how long it will take, but I want to know why 
the Minister is not here. I am not blaming you. I 
am asking an explanation from the Government 
as to why the Minister is not here. We say he 
should have  been here. 

THE VICE-CHAIRMAN (SHRI S. S. 
MARISWAMY): Let us finish all the speakers 
and later on we will decide whether we will 
have the reply today or tomorrow.  Mr.  Mandal 
please. 

SHRI BHUPESH GUPTA: I cannot 
understand it. You can give the decision. 

THE VICE-CHAIRMAN (SHRI S. S. 
MARISWAMY): Let us hear the speakers first 
and later on we shall decide. Mr. Mandal. 
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SHRI BIPINPAL DAS (Assam); Sir, I 

support this Bill. But I have soms doubts and 
questions for clarification, 1 will be very 
brief. 1 hope the Minister will kindly take 
note of these questions and try to convince us 
about the justification of the action they have 
taken. It is well known that oil is a very 
important basic commodity in the country and 
the current oil crisis has created such a 
situation in the whole world and from that 
situation we can very well realise the 
importance of this particular commodity. In a 
country like ours where we are struggling 
very hard to develop the economy, when v\e 
have embarked on the planned development 
of the country, the State must have a complete 
control over such basic commodities. 
Therefore, oil must be completely in the hands 
of the Government and this should be one of 
the basic policies. 1 do not know why the 
Government is still hesitating in announcing 
such a policy and in going ahead with such a 
policy. It is particularly a matter of regret why 
these oil companies which are in the foieign 
hands, when we want to take complete control 
oyer the basic commodities, which will help 
us in implementing our plans, when that is our 
objective, why these oil companies should 
continue to r>e in the foreign hands . I do not 
know why these companies are in foreign 
hands and why we still go on allowing them 
to loot our country. I just do not understand      
iliis.      I      want     a      very 
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categorical statement and assurance from the 
Government as to what is there in their mind 
regarding nationalisation of the entire   oil   
industry   in   the   country. 

So far as this Bill is concerned, let alone the 
other two oil companies, the Caltex and the 
Burmahshell, even the Esso is not being taken 
over hundred per cent. We want to take over 
only a fringe of the activities of the Esso, the 
marketing activities, leaving aside everything 
else, and that also only 74 per cent leaving 
aside 26 per cent in their hands. I really do not 
know what might be the present market value 
of the installations or the junks that we are go-
ing to purchase from the Esso. I do not know 
what their present value will be after 
deducting depreciation. But we are going to 
pay a huge amount of Rs. 2.59 crores. Instead 
of going ahead with complete nationalisation 
of the three foreign oil companies, we have 
touched only one company and there too we 
have touched only the fringe of the company, 
only the marketing side, and nothing else. I do 
not want to take the time of the House by 
quoting the provisions of the Biil itself. But I 
do not understand why it is so that only 74 per 
cent is taken over. The argument given for 
taking over only 74 per cent is that these 
companies have their own source of crude and 
that crude we get at a cheaper price, and if we 
have to supply at Government level, we have 
to pay a higher price and therefore, let us take 
the advantage. Now, have the Government 
calcinated the total foreign exchange that will 
be involved if we supply the crude and the 
total foreign exchange that we lose by 
repatriation of profits and dividends by these 
companies? Have you calculated this? I want 
the Government to make a calculation and 
then tell us and convince us. If they can 
convince us, well and good. Please tell us how 
much foreign exchange we are losing because 
these companies are repatriating profits and 
dividends every year by crores and crores of 
rupees. Thi:> position must be made very 
clear to us. Please take into   consideration   
the   amount   of   profit 

they have made all these years. Again 1 am 
not taking the time of. the House bv quoting 
figures as to how much they have looted this 
country. 1 just fail to understand why we are 
going to pay huge amounts as compensation 
for these junks that wi: are going to take over. 
I do nc: understand it. And there again we are 
going to pay interest and it is income-tax frte. 
1 do not understand all these things. This is 
not even a half-hearted measure. This is a 
quarter-hearted measure or even less than that. 
Instead of going the whole hog and 
nationalising all the foreign oil companies, we 
are only touching just one company and that 
too only the fringe of it and that too only to 
the extent <;f 74 per cent. Not even 75 per 
cent, on the ground that they have their own 
crude. Then why not 75 per cent? Why not 76 
per cent.' ii is only because Esso company 
being very crafty have gained an advantage 
over us. They succeeded in making us agree to 
74 per cent because they did not want us to 
have three-fourths majority, in the 
management board, Unless we have three-
fourths majority, we cannot carry major and 
vital decisions. Now in the matter of vital and 
major decisions, Esso company will have the 
power of veto in the board of management. 
This is the reason why 75 per cent or 76 per 
cent was not agreed to, but only 74 per cent 
just less than three-fourths. This is the point 
on which they have won in negotiation. On 
this point, not only myself, but the whole na-
tion will have misgivings. Therefore, Gov-
ernment should make this point clear to us. 

Then there are so many exemptions. I do 
not want to take the time of the House. These 
exemptions are referred to in the Bill.    Sub-
clause     (2)  of clause 4 
says: 

The undertakings referred to in sub-
section (1) shall not include the following, 
namely:— 

(a) any share held by Esso in the 
equity capital of Esso Standard or Lube 
India; 



 

(b) any trade mark, and any right of 
Esso to use any trade mark in India, etc. 
etc. 

I do not understand the meaning of these 
exemptions. You take only a small part of the 
whole thing and there again you are exempting 
something. Are we tak-'ing over the 
installations without a trade mark ? I fail to 
understand the meaning, the significance or 
importance of these exemptions. What does 
the nation gain by these ? What do we gain ? 
If you are not prepared to nationalise or take 
over the foreign companies, please tell us. 

Esso alone did a total business of Rs. 
21,000 crores in 1973. How much have all the 
three companies put together remitted from 
this country? In 1969 it was Rs; SI.91 crores; 
in 1970 it was Rs. 72.64 crores; in 1971 it was 
Rs. 94.49 crores. Over 14 years they have 
repatriated Rs. 1,040 crores in the form of 
profits and dividends. What more is there to 
carry from this country ? Is it not looting—
free looting? Should we tolerate this ? And 
under this excuse or that excuse we go on 
paying compensation. And we pay interest 
and it is income-tax free. 

Another fact I want to point out. They have 
drained out the profits and dividends etc. in 
such a manner that they have depleted their 
own capital assets in India. Their total capital 
assets of 1962 were worth Rs. 546.48 millions 
and in 1968 the value came down to Rs. 
455.45 millions. They have been looting this 
country so much that they have themselves 
depleted their capital assets in this country. 

I want to know from the Government a full 
picture of this whole1 agreement or this 
arrangement. The Bill does not give the full 
picture. This Bill gives just an idea.     There   
is   something   behind      this 

Bill which is unsaid and untold. There is 
something more behind what is written in 
words in this Bill. We want to know that. We 
want to be taken into confidence. What is the 
full and complete picture? What is the 
comprehensive agreement entered into by the 
Government of India with the E'.sso 
company? What will be the nature of the final 
and full settlement? What is going to happen 
? I want to know the whole picture. We want 
to know what ultimately will be the nature of 
the final and full settlement to be made by the 
Government of India?  On all these things, 
Sir, I hope the honourable Minister will 
kindly explain and take us into confidence. 

Still, Sir, as I said, I support this Bill for one 
very vital reason. Although this Bill is a half-
hearted measure—I said it is 'quarter-
hearted'—I still support this for one very vital 
reason and the reason is that at least ESSO has 
come half way whereas the other Companies, 
Caltex and Burmah-Shell, want that this Bill 
should not be passed and they want that this 
should be stalled and they want that this 
should be delayed. Why ? Because ail the 
three Companies taken together will have 
additional bargaining power and because they 
know that ultimately Caltex and Burmah-Shell 
will not be there in this country. But, before 
they go out, they want to have a stronger 
bargaining power and that is why they want 
ESSO to be with them and that is why they do 
not want this to be passed in this form. They 
car. gain much more and they want this Bill to 
fail. And, Sir, this is the conspiracy that is 
going on. But, Sir, once a certain process is set 
in motion, no power on earth can reverse the 
process. The Second Law of Thermodynamics 
will operate, Mr. Vice-Chairman, if you 
permit me to use this language. Once this pro-
cess starts, it will go or.. Today, this is only a 
half-hearted or 'quarter-hearted' measure, and 
this is not to my satisfaction. Yet, once the 
process is started, it wili go forward and 
forward, may be sometimes slowly and 
sometimes quickly. But it will move on and all 
these companies will not be able to stand here. 
Therefore, however weak the Bill may be and 
however half- 
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hearted it may be, 1 want the Bill to be passed 
and I want the Government to go forward to 
frustrate the conspiracy of these three 
Companies. Take the case of Bur-mah-Shell. 
They are holding 50 per cent share in Oil India 
and we have been asking to get a majority 
share and till now they have not agreed to it. I 
do not know why the Government has failed 
to convince them or persuade or force them to 
agree to a majority shareholding on our side in 
Oil India. I do not say that ESSO is better than 
the other two. No All are of the same colour 
and hue. But there is this dangerous 
conspiracy which is going on for years. Now 
there is no time, Sir. Otherwise I would have 
told you the whole story behind the ONGC 
operations and I would have told you why 
they have not been able to explore new oil 
fields in this country for the last ten or twelve 
years. Why ? 

It is because of this conspiracy and because of 
some of our officers being involved in it. 
These Companies are conspiring and I want 
this conspiracy to be frustrated and that is why 
I want this Bill to be passed here and now so 
that the Government may go ahead further. I 
want the Government to convince us and to 
take us into confidence and tell us the whole 
story and not to stop here, but to go ahead to-
wards the nationalisation of all the three 
foreign oil Companies. Thank you very much, 
Sir. 

THE VICE-CHAIRMAN (SHRI V. B. 
R A J U ) :  The Minister of Petroleum and 
Chemicals will reply tomorrow. The House 
stands adjourned till 11-00 A.M. tomorrow. 

The House then adjourned at 
twenty-five minutes past five of the 
clock till eleven of the clock on 
Tuesday,  the   12th  March,   1974. 
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