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Central Government relying upon the poverty estimates of Planning
Commission has estimated that number of BPL families in Andhra Pradesh is
around 41 lakhs where the State Government has on the directive of the
Supreme Court and after making door to door survey identified 1 crore 13 lakh
families living below the poverty line in the State. Based on its estimates, the
Centre is releasing subsidised rice for only 41 lakh BPL families whereas the
actual requirement is for 113 lakh families leaving an astonishing gap of 72
lakh families who are being denied subsidised ration items from PDS in the
State. It is gross injustice to these families who cannot afford to buy essential
commodities at par with APL families. Presently, Andhra Pradesh is reeling
under severe drought conditions which has-made the life of BPL families more
miserable. Now even APL families too are facing difficulties.

On the one hand, our buffer stocks of foodgrains are overflowing but
on the other, more than seven million families denied subsidised ration items.
I, therefore, demand from the Central Government to release subsidised
foodgrains for 113 lakh BPL families of Andhra Pradesh now onwards which
have been identified by the State after on the spot verification on Supreme
Court directive of such families and also release sufficient foodgrains for food
for work programme to the State on priority basis.
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The House then adjourned for lunch at forty five minutes past twelve of
the clock.

The House re-assembled after lunch at two of the clock,
THE VICE-CHAIRMAN (SHRI RAMA SHANKER KAUSHIK) in the Chair.

SHORT DURATION DISCUSSION

Disinvestment of profit-making public sector undertakings with special
reference to H.P.C.L. and B.P.C.L.
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SHRI PRANAB MUKHERJEE (West Bengal): Thank you Mr. Vice-
Chairman, Sir, for giving me this opportunity of raising a discussion on the
Disinvestment of profit-making Public Sector Undertakings with special
reference to HPCL and BPCL.

Sir, we are grateful to the hon. Chairman for permitting us to raise one
more discussion on disinvestment. We had a discussion, on 4"ecember, 2002,
on the policy of disinvestment, during the last Winter Session. Various aspects
of disinvestment policy were debated. And, in fact, on several occasions, the
issue of disinvestment has come up. Both the sides of the House have
expressed their views. Well,.! do not think that it has had any impact on the
Government. The Government is carrying on its programme of disinvestment.
So far as the present discussion is concerned, it has a special reference to
HPCL and BPCL. When the news of disinvestment of HPCL and BPCL came
out. an issue was raised on the floor of this House. A basic question was
whether in any public sector enterprise, created through an Act of Parliament
or through the route of nationalisation, the disinvestment or reduction of the
Government's stake should take place without the approval of Parliament. The
hon. Minister, if | remember correctly, also, broadly, agreed that in an
institution, which has been created through an Act of Parliament, if the
Government wants to dismvest its shareholding then that would have to come
before Parliament. Subsequently, it was demanded that the matter be referred
to the Attorney-General for his opinion and to clarify the legal position. We
read in the newspapers that the Attorney-General has opined that in respect of
HPCL and BPCL there cannot be, in principle, any objection and the approval
of Parliament is not called for or an amendment of the Act of Parliament is not
necessary. Sir, HPCL and BPCL acquired the shares from ESSO. Caltex and
Burma Shell in the mid 1970s. | am not going into the legal aspects of Attorney
General's opinion because, on an earlier occasion -- if | remember correctly, it
was sometime in 1993 - the question of transferring of ISCO, a private sector
undertaking shares came up. It was taken over under an Act of Parliament in
1976. Subsequently, the shares were transferred to SAIL. And SAIL decided to
dispose of the shares and dilute the share of the Government holding. The
then Attorney-General' opined that it cannot be done because the shares were
acquired by an Acquisition Act passed by the Parliament and the interests
vested in the Government of India. Therefore, without amending the Act and
making the relevant provision in the Act itself, the shares cannot be transferred
to private companies or
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private sectors. That was the written opinion of the then Attorney-General,
given some time in June 1993. And the specific matter which was referred to
the then Attorney-General was in regard to the disposing of the shares of
ESSO.

Sir, | am not a legal luminary. So, | am not going into the entire legal
arguments. But certain very basic fundamental questions come to my mind. |
would like to seek clarifications on them. Shri Fali S. Nariman, Mr. Kapil Sibal.
Shri Arun Jaitley, who is in the Government, -- Mr. Lalit Suri, also understands
- Mr. Ram Jethmalani, are all,legal luminaries. But what | understand is that the
whole Parliamentary system depends on the Executive's accountability to
Parliament. And Parliament, especially, the House of People has total control
over the Executive in matters of money and finance. The Constitution has
made elaborate regulations for this. | am not going into that aspect. But a
question arises. When the Government spends money, whatever be the
amount, if the amount is not charged as per clause 2 of article 113, the
approval of Parliament is to be sought through the instrumentalities of the
Demands for Grants. When these shares were acquisitioned, thereafter,
Government made investment. That investment was approved by the
Parliament; by the House of the People, through the instrumentalities of the
Demands for Grants. And today, if the Executive decides that without approval
of Parliament, without amending the Act of Parliament, the Executive has the
right to do so, where lies the Parliament's accountability? That means, the
acquisition of shares for paying compensation, you require the approval of
Parliament as the money is to come from the Consolidated Fund of India. It
must be also approved through the Demands for Grants of the respective
Ministries and Departments. And if you want to spend further on its
development, then also the approval of Parliament is needed. But the assets
created out of the Consolidated Fund of India'can be disposed of without
approval of the Parliament ! Parliament has no role to play in it and there is no
accountability to Parliament ! Is this the scheme of the Constitution? This
aspect is to be thought of. We did not raise this question merely to obstruct. A
large number of public sector enterprises including, BALCO, have been
disinvested. And this House expressed its opinion by moving an amendment
to the President's Address and expressed its disapproval to the decision of the
Government. But that was not binding, Government could do it; Government
did it. But here the question is this. The shares of Burma Shell, of ESSO and
of Caltex, were acquisitioned through an Act of Parliament. Thereafter, the
Government spent money for the reincarnation of
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these two companies; that is, BPCL and HPCL. For that you had to come to
Parliament and take the approval of the House. Then, demands-for-grants are
passed. So, these assets were created out of the taxpayers' money or
borrowed money. But when it comes to disposing of those assets, you come
out with an opinion of the Attorney General that it can be done without the
approval of Parliament. In 1993, on a similar case, we had sought the opinion
of another Attorney General, and | would like to quote that: "The power was
expressly given by Parliament to dispose of the shares held by the Treasury."
But that was the case in UK, | am not talking of that tight now. The opinion
which was given by one Attorney General in respect of ESSO' was, "if shares
of ESSO held by SAIL are transferred to the private sector, the whole objective
and purpose of acquisition of the said share and transfer thereof to SAIL would
be defeated and cannot be sustained in law. The management, control and
ownership of ESSO will no longer remain in the hands of the State, as
intended by the Parliament, within its legislative competence." Do you know
what happened in England when this question arose? There, for disposing of
shares in respect of Government-owned companies, the approval of
Parliament was sought. Today, if the Government of India, in its wisdom,
makes an Act and says that to dispose of the shares of the Government-
owned companies, the general approval of the Parliament will be required,
then, there is no problem. You will have no problem. You have the majority.
You can do it. But the moot question remains. | do not have the access to go
through the opinion of the Attorney General. Surely, the hon. Minister, in
course of his reply, will explain that to us. But the basic question which agitates
the minds of the people and. especially, of Members of Parliament is, these
assets were acquisitioned by the Government through an Act of Parliament.
Money was taken from the exchequer. For incurring expenses, under clause
(2) of article 113 of the Constitution, you seek the approval of the Lok Sabha.
But when it comes to disposing of those assets, you are saying that Parliament
has no role to play. We, on our part, are seeking clarifications, information
through questions, or, through some other methods. But, has the Government
no obligation to come to Parliament and. say that look, these assets, which
were created out of the exchequer, are being disposed of? The basic question
here is, where does the accountability of Parliament lie?

Now | come to another aspect. When this issue was debated on the
floor of this House, in December, 2002, the hon. Minister had agreed that the
proceeds of the disinvestment would not be used to meet the
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revenue gap. This is one of the allegations that has been made. Like a parrot, |
am repeating on the floor of this House that for God's sake please don't use
the proceeds of the sale to meet the revenue expenditure. | know, there is a
huge revenue gap. With whatever cosmetic changes you may come on 28" of
February, ultimately, when the chips are down and the revised figures are
made available to us, we will know what the actual revenue position is. From
1998 onwards, there has not been a single year -- | do not know of the current
year because, for that, we shall have to wait till 2gh February -- where even
the budgeted projection of the revenue realisation of the Union Government
has been realised in notional terms. There has always been a shortfall. And,
last year, the shortfall was to the extent of 29,000 crores of rupees. Therefore,
you will always have a situation where there will be a serious gap between
your revenue receipts and your revenue expenditure. And, if you think of
bridging that gap by disposing of the capital assets, then what would you do
after these capital assets are gone? The Tenth Plan has suggested that Rs.
78,000 crores are to be realised through disinvestment. These Rs. 78,000
crores are to be realised over a period of five years; that means, Rs. 15,600
crores are to be realised every year. | do not know whether you will be able to
do that. But, even if you have that amount of money -- though every year we
found that there is always a shortfall in the target -- how does it serve the
purpose? | know, Mr. Minister, will tell us "You cannot accuse me for that.
Well, if on the floor of this House, you oppose disinvestment, then how do you
expect that, as the Disinvestment Minister, | will be able to reach the target?" |
concede to him on that point. But, the fact remains that never in the past they
have been able to raise the targeted resources through the disinvestment
route. But, even assuming, for the time being, that you reach there, during the
Tenth Five-Year-Plan, how does it serve your purpose? Therefore, we want to
suggest to the Government that it should, at least, utilise this part of the
resources to retire public debt so that your future interest burden gets reduced.
Last year, the total tax revenue realisation, if | remember correctly, was Rs.
1,82,000 crores, as per the revised estimates. And, against that, your interest
payment was Rs. 1,06,000 crores. That means, from your own revenue
resources, only Rs. 76,000 crores were made available whereas the
expenditure of the Government of India, for 365 days, is more than Rs. 4 lakh
crores. Therefore, this amount of money is quite inadequate, and there will
always be a huge revenue gap. So, my question is : What have you done and
do you have any scheme to do this? If so, please let this House know.
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The second point on which | would like to implore the Minister is, why
cannot you yourself come and say 'this is my policy of disinvestment’, and have
a parliamentary approval? You can bring it in the form of a Resolution, you can
bring it in the form of an Act of Parliament so that the policies of the
Government are clearly known to the people. We will oppose it. But our
opposition will ultimately not stand because you have got the majority, taking
both Houses together, as it happened in case of POTA. You got it through. So,
you can get it through, but, at least, there will be a sanctity that 'you do not
disrespect this institution." For every penny, you ought to come to the Lok
Sabha. Without Lok Sabha's authorisation, except the charged amount, you
cannot spend any amount. You cannot even withdraw any money from the
Consolidated Fund of India unless the Lok Sabha approves it by passing the
Appropriation Bill. You cannot impose any tax, as Article 265 clearly states that
‘without the approval of Parliament, no tax can be levied except by the
authority of law', and that authority of law in respect of the taxation, in respect
of money is derived only from the Lok Sabha. But, in the whole exercise, Mr.
Vice-Chairman, Sir, to me, it appears that the Government thinks of going on
with the ad hoc measures, instead of having a policy of its own. It is not my
policy, it is not anybody else's policy sitting in this House. They did not
articulate it. Even if you have your policy, my point is, you articulate it, bring it
in the form of a Resolution or in the form of an Act, get the approval of the
Parliament, and act according to that as it was done in the case of British
Parliament. Then there will be some rationality, to my mind.

The third point on which | would like to draw the attention of the hon.
Minister is this. Here | have an interesting book. | do not know whether this
book has been referred to or not earlier. Surely, this book has been referred to
on earlier occasions also. This book is written by Joseph Stiglitz. | am sure, the
hon. Minister has gone through the book titled, "Globalisation and its
Discontents." The author was a World Bank Economist and also he was an
Adviser to the Clinton Administration and got Nobel Prize in Economics in
2001. I will just quote from his book, page number 144. While discussing the
globalisation and liberalisation, he made very cryptic observations. And that is
no reason to believe that he is a Leftist in his economic thinking. While
discussing the failure of the Russian economy, he made his observation as to
what has been the centre stage of the liberalisation policy. He says that the
centre stage of the liberalisation policy js privatisation. | quote from page
number 144 "But, of course, it is easy to
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privatise quickly if one dees not pay any attention to how one privatises it,
especially give away valuable State property to one friend, indeed, it can be
highly profitable for Governments to do so whether the kickbacks come back in
the form of cash payments or in the campaign contribution or both. | do not
know." Privatisation is the easy thing of the economic liberalisation because,
after all. the asset that you have you can dispose of. There are many takers.
On the floor of this House, it has been debated and it has been discussed that
a property which was in the public sector when it passed hands and ownership
transferred to private sector and, not even within one year but within months,
the same property fetched higher prices which Government could not get.
Therefore, these types of things are going to happen in the name of
privatisation and in the name of liberalisation. Whether we are going to create
crony capitalism is to be thought of very seriously. Therefore, it was required; it
needs, and | am repeating the point, a clear policy outline and that policy
outline must be debated. | have no complaint about the discussion. Umpteen
number of times we have discussed it. In parliamentary jargons, these
discussions were just talked about because they did not end in expressing the
opinion of the House. Therefore, you can have it. The Government can initiate
it, and even if this House rejects the Government's Resolution, both Houses
jointly will accept it, and we will have the effect of the approval of both Houses.
The third point on which | would like to emphasise, Mr. Vice-Chairman, Sir, is:
What do you gain by disihvesting the profit-making units? One can understand
chronically sick units. You cannot give budgetary subsidies; you don't have
resources. You can dispose them of. *One can understand disposing of the
sick units, which can never be made viable*. But, what is the rationality of
disposing of profit-making public sector enterprises, which have a track record
of not making profit just in a year or once in a blue moon but having a
continuous record of profit-making? You can say that they are getting
advantages in the form of protection by the Government. Do away with the
protection. Place them in the competitive atmosphere. Don't give them any
special patronage. In a competitive' atmosphere and in a competitive
environment, if public sector enterprises can make profit, what is your objection
that they should not remain public sector and the Government holding should
not remain 100 per cent? Does it stand in the way of professionalisation? Who
prevents you? If instead of taking the decision in the Secretariat, at the desk of
the Joint Secretary or the Additional Secretary, you feel that ihe decision is to
be taken in the Board room, who prevents you? You are the owner. You can do
that. But,
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what is the rationality of disposing them of at this time? | am unable to
understand it despite very eloquent arguments from my very distinguished
colleague, the hon. Minister, whose articulation and formulation is really
praiseworthy.

The last point which | would like to emphasise is that, tor God's sake,
think over it, ponder over it. On this point, there is not only a difference of
opinion between the Ruling Coalition and the Opposition, but also within the
Ruling Coalition itself. | am not going by the jargon of the Swadeshi Jagran
Manch or this or that. But, within the same Council of Ministers, there is a
difference of opinion. | am not quoting, because, on the last occasion. We
debated it elaborately, by quoting the observations of various Ministers
publicly. How did they air their views against the policy of disinvestment? But, |
will suggest one point to the hon. Minister to ponder over. Why is this
objection? Is it merely because they do not like disinvestment or is there some
serious apprehension? Have you ever thought whether there is any basis for
such an apprehension, apart from the odd examples which we got? | am not
going into that aspect. But, the Fertilizer Minister told us that he is not in favour
of disinvestment of profit-making fertilizer units. The Minister of Petroleum and
Natural Gas is on record to say that the oil sector, which is of strategic
importance, should not be subjected to disinvestment, and the hon. Minister is
fully aware of the situation under which the shares of the multinational oil
companies were acquisitioned in India-Burma Shell, Caltex and ESSO-- and
the strategic importance of oil cannot be denied. With the volatile political
situation in West Asia, and in the context when three-fourths of hydrocarbon
sources of energy are imported, keeping that in view, what is the urgency and
what great economic benefit we will have by denationalising and privatising the
oil sector? Therefore, these are some of the issues, Mr. Vice-Chairman, |
thought, | should bring to the notice of the House and the Government, though
| know fully well, as it happened in the past, our discussions will remain
confined to words, and these words will not be reflected in action. But still,
even at this late stage, | will suggest, rather, | will implore the hon. Minister to
think of that. He will do a great job to this country if he can seggregate this
fund, and at least, utilise it to pay back the public debt, because, if you say that
you are going to invest it in the social sector, at least, | am not going to buy it,
because, | had some experience of sitting on the other side of the House, and
therefore, | know that once it goes into the general coffer, and once il is mixed
with the general revenue, whatever little
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bit you may like to do for the social sector, education, health etc.. my
experience has been otherwise. | do not think that there has been a sea
change over the years since | left the North Block, and that there is a totally
new atmosphere. Series of cesses are being charged--tea cess, coffee cess
and gold cess for specific objectives. But, at the end of the day, you will find
that those are being used to meet the general expenditure. Those are not
diverted to the targeted expenditure proposal for which these cess were
levied. Therefore, if you want to do it, have one objective and that objective
could be fulfilled; because many of those assets were created by borrowed
money and-you are spending, as | quoted earlier, huge amounts of money
annually only towards your interest payment. Therefore, if you can retire public
debts through these disinvestment proceeds, it would be, to my mind, a great
service to this country. Thank you, Mr. Vice-Chairman Sir, for giving me this
opportunity.

SHRI C. RAMACHANDRIAH (Andhra Pradesh): Thank you. Mr.
Vice-Chairman Sir. It has become a ritual in every session of the House to
debate about disinvestment, drought, temple issue, etc. This reflects the
negative aspects of our economy, as also the negative aspects of our thinking.
As the hon., Shri Pranab Mukherjee said, there is a lot of confusion about
disinvestment in this country, not only among various political parties, but
among the members of the Cabinet also. Sir, it is true that the public sector
has played a very big role in building up the economy of this country, when no
huge investments which were necessary then to build up the core sector to
have very good infrastructural facilities, are not coming forward, public sector
has played a very good role. But the perception has been developed that the
command economy is not delivering the goods as per the aspirations of the
people; and the role of the State has been redefined that it should concentrate
more on the aspects, which will influence the human development indicators
and keep away from industry and trade. So, the Government has formulated a
policy and | do admit that we cannot isolate ourselves within the framework of
the global order in changing our economic policies. There is nothing new in
this subject -- it has been repeatedly discussed - except requesting the
Government to be very transparent in making the disinvestment, whatever
methods are adopted for evaluating the assets. Whether it is the discounted
cash flow, or profit ratios, whatever you call it, there should be a benchmark in
fixing the value of the assets. | am fully confident that under the able and very
honest Minister, Shri Arun Shourie, definitely we can achieve the results. But
as
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Shri Pranab Mukherjee remarked, to what extent today have we retired the
public debt in this country? After all, over a Budget outlay of Rs. four lakh
crores in 2002-03. | think, subject to correction, Rs. 95,000 crores is the
revenue deficit. Moreover, 24 per cent of the Budget outlay is revenue deficit.
Are we really retiring the public debts with the sale proceeds of disinvestment?
| fully concur with the view expressed by the senior Member, Shri Pranab
Mukherjee, to keep a separate fund and use it exclusively for the repayment of
the public debt. Only then the purpose will be served. Otherwise, it is easy to
say vaguely that the money has been spent on the social sector. In fact, prior
to disinvestment also, we have been spending money on the social sectors;
we have not developed in these sectors on a large scale. Sir, | do admit that it
is not an easy task. When | first spoke on this subject, | requested to have
parliamentary control over the overall formulation of the policy and execution
of that policy. | do realise the constraints the Government can face because
the Parliament cannot intervene in the day-to-day administration, and it is not
feasible also. But the Government should come out with a policy to set up
some machinery. Till today. | think, they could not build it to convince the
people, leave alone the Parliament, that a transparent machinery has been
evolved to get the maximum amount in the process of disposition of its assets.
He has told us that some incident which recently took place has created a
suspicion. But kindly ensure that such things do not recur. The Telugu Desam
Party is committed to the economic reforms. In this process, privatisation is the
core issue. We have been doing it in our State also. Sir, | want to bring two
aspects to the notice of the Government. Let us not create monopolies in this
sector in the name of privatisation. This country has got vast natural
resources, and it is the duty of this generation to preserve our natural
resources. Let us not allow the monopolistic companies to squander the
natural resources to the detriment of prosperity. When you want to privatise it,
why should there be hazards? Twenty-five per cent privatisation! Twenty-six
per cent privatisation! That, in fact, brings down the capital value of the shares,
and, ultimately, the shareholders' suffer. When you want to privatise it, make it
hassle-free. See the Tatas, the VSNL, who have given 25 per cent, and they
have transferred Rs. 1,200 crores. It has become a very big controversy.
Having paid some Rs.2,000-odd crores for acquisition of 25 per cent equity-
and they have transferred Rs. 1,200 crores-again, the Government has to
intervene. Do it in a whole-hearted way, if you want to privatise it. However,
you are giving over the management with 25 per cent of the equity. When
such is the case, when we are allowing foreign equity
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into the country, when we are allowing it in the financial sector, banks and
insurance companies, let us not create any hazards. In no way, the Indian
multinationals can better serve the country than the foreign multinationals; that
has been proved. Let the Government get the maximum amount out of this
disinvestment because you have followed the policy to totally disinvest. No
objection; go ahead. But do it to the maximum advantage of the country. This
aspect has to be taken into consideration. Sir, | once again appeal that these
monopolists who have been trying to build up their monopolies are creating
some islands of posterity in the country. There is growth, but the dividends of
growth have not been distributed uniformally. It should be the endeavour of the
Government to properly distribute them. The fiscal deficit has gone up to
Rs.95.000 crores because of the irrational policies that the Government of
India has followed. They have, without consulting the State Governments,
accepted the Fifth Pay Commission Report and thrust it upon the State
Governments, which has totally shattered the economies of the States. If you
see the revenue deficit figure from 1995-96 to 1997-98, it has steeply gone up
only because of that. So whenever you take such decisions, kindly take the
State Governments into confidence and keep in mind what impact it will have
on the economies of the States. You are now coming forward with the Fiscal
Responsibility Bill. When your own revenue deficit is 24 per cent of the Budget
Outlay, how can you expect the States to maintain fiscal discipline? It is very
difficult. With conviction, you cannot do it. So, my request is that you must
ensure that the Government expenditure is minimised. You should keep a
separate fund for retiring the public debts from the proceeds of disinvestment.
Take the State Governments into confidence, whenever you take decisions
which have an impact on the State economies. So, these are all important
aspects. | do admit that disinvestment is a very sensitive subject. We can find
fault with you, even if you go very perfectly. It is a very sensitive subject, and a
very sensitive exercise also. So, Government should be very careful and build
up a transparent machinery. After all, we are selling the assets which were
built up over a period of time with public money, and people are attached to
these assets. So, kindly ensure that the Government gets the maximum out of
it.

SHRI DIPANKAR MUKHERJEE (West Bengal): Sir. as asked by the
previous speaker just now - and | think the Hon. Minister also feels the same
way - why is there this ritual, why in every session, we have this discussion on
disinvestment? | am afraid it is because the objectives,

173



RAJYA SABHA [18 February, 2003]

modalities and the choice of PSUs are being questioned. There has been a
very sharp divide. Forget about the consensus, there has been a very sharp
divide on these issues. That is why, time and again, when a particular
company or a PSU is talked about, there is an opposition and we come to the
Parliament. The basic thing, which | will try to deal with here today, is not on
the ideological issue. | would like to know one thing from the Hon. Minister,
who is a very, very knowledgeable man, who is a Ph.D. and who has worked in
the World Bank; he had also been a journalist. | do not have that much of
knowledge. The basic point here is, whether the parliamentary institution, as it
is, is serving, in any way, so far as this process of governance is concerned.
Last time, when we had a debate on 4" December, | had quoted it because |
had seen the Prime Minister on TV, saying somewhere that there was a
consensus on disinvestment. | am afraid that this is factually incorrect because
on 4™ December, on the same issue of disinvestment of profit- making
undertakings, | heard Mr. Pranab Mukherjee, who had quoted from Bangalore
Congress Resolution on 17-18" March, saying that the Government holdings in
public sector undertakings, which have a consistent record of making profits,
will not be reduced below 51 per cent, neither the Government holdings, nor
the national banks, etc. Now whether it is correct or what they have done 5-6
years back or what the States are doing, | am not bothered about. | am only
bothered about what is being said on the floor of this House. This is the
Congress statement. So far as the Left is concerned, our stand on the
privatisation of profit-making undertakings is known. Sir, you had also talked
about the same regarding privatisation of profit-making undertakings. Mr. P.G.
Narayanan (AIDMK) said, "Sir, my suggestion is that profit-making
undertakings should not be privatised". Sir, | quote Mr. Sanjay Nirupam of Shiv
Sena, WhICh is an aIIy of the NDA He supported dlsmvestment but he had
said that Hifthe #fHT dfectar ey e B gdersst a1 w1 a1y IShri Rajiv

Ranjan Singh Lalan specifically raised the issue of HPCL and BPCL, as if the
whole thing should be reviewed, Mr. Virumbi is there. | had asked him today
also. But | saw his leader, in his party, saying that profit-making undertakings
should not be privatised. So, in this case, if we take these views, as it is, it is
very clear that a majority of the political parties are not in favour of privatising
profit-making undertakings. That means the minority opinion is being thrust on
this House, and this Parliament cannot be a mere spectator. Now, | find that
the hon. Prime Minister here, in this House, on the issue of Women's
Reservation Bill, comes and tells us, "We are trying to form a consensus."
Though major parties are in favour, some parties are
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opposed, we are informed that because of a consensus, they are not bringing
this Bill. How many faces this Government has, | have not understood. For that
Bill, they are saying, because some parties -- any party, whether Smajwadi or
RJD - are not in favour, 'we are not bringing this Bill'. Here, on this issue, on
disinvestment of profit-making undertakings, when so many parties are saying
that they are not in favour, he says, there is a national consensus. Not only
that, on 26" January, a decision has already been taken. Mr. Minister, Sir, hon.
Mulayam Singh Yadav is the Chairman of the Parliamentary Standing
Committee on Petroleum and Chemicals. Here is a Report of the
Parliamentary Standing Committee on Petroleum and Chemicals. This
Standing Committee comprises 45 Members from both the Houses. This
Report was laid on the Table of this House on 20"' December, 2002. Forty-five
Members, without a note of dissent, reiterated their earlier stand. Earlier they
had made recommendations. The Standing Committee gave report on 7™
May, 2002. They had opposed the disinvestment of BPCL and HPCL for
certain reasons. After that, an Action Taken Report had come from the
Government. Based on that Action Taken Report, again a Report was placed
on 20™ December in both the Houses. | am sorry to say that even three
months minimum time has not been given to someone to go into these
recommendations and apprise the Standing Committee of the Parliament of
what they feel about it. You have taken a decision. | am sorry | have a high
opinion about the Attorney-General. A legal opinion is different. As a
Parliamentarian, | am concerned about the legislative opinion. These are the
recommendations of the Standing Committee, which is a consensus Report of
all parties. Before the ink has not dried, how is that a decision to privatise
BPCL and HPCL has been taken? Many Members are questioning that. It is an
issue which should be discussed by senior leaders of the House, whether we
should have these Standing Committees at all, if this is the fate of the
recommendations.

Sir, if you give me some time, | can give the recommendations.' How
firm they are! The Standing Committee included leaders like Keshubhai Patel.
He is not here. He is ex-Chief Minister of a State. He is a Member of this
Standing Committee. Another gentleman, who is now a Minister, is Mr. Dilip
Gandhi. | think now he is not demoted because he is part of this Report. The
recommendations say, "The Committee, therefore, again emphasise that
HPCL and BPCL both are engaged in raising the infrastructure and already
fulfilling the objectives of disinvestment". The
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whole Report has tried to show that whatever objectives that you had about
disinvestment, that has already been achieved through these oil companies.
The Standing Committee, therefore, reiterated its earlier recommendation that
BPCL and HPCL should not be disinvested. Now, what should | do with this
Report, Sir? This Parliament should throw it in the dustbin. Now, the position is
that it should be thrown into the dustbin because it has no relevance. The
Government has already taken a decision on 26" January based on certain
opinion of the Attorney-General, which is not still before me, as a
Parliamentarian. What for are we here, Sir? Someone would say in the Press
that the Attorney-General said like this; so, we need not go to the Parliament.
Why should we do it? The words | cannot use. I dI ¥RI ATEd aYeldl, gRAIRT,
B IR ST T T TRBR Bl FaTferc! &2

Why is this Sarkar so afraid of facing the Parliament? 39+ &1 81 ®Ig
oIa dI Tel 81 Y817 3R 81 I8T1 © A1 a3 a1d 81 3R oFia el 8l T&l, Bls dHHe
TEI T Al UIfeTame ¥ B R § &1 faaehd 87 781, AToicl 3 ol T8 gail 81 | fopedt =
MM Gt 3 o R A A1 I8 9t a1 fowames & a9 o= Rar o, iR g fia w®
fed@erT a1 8”2 Are these arguments? Let us know why the Government is

so afraid of facing the Parliament on such vital issues, on such vital
legislations. If you want to repeal the legislation about HPCL and BPCL, what
is the problem?

The second point that this Report had addressed was whether it was
a core sector or not. The question is whether it is a core sector or not, whether
it is a strategic sector or not. | quote the hon. Prime Minister's statement in the
Parliament during President Putin's visit. | am quoting: -

"Cooperation in energy has a long term strategic significance for both
our countries. Both sides will hold regular bilateral discussion through
appropriate mechanisms on global energy production and supplies
which impact on our energy security."

The Standing Committee welcomed this declaration and wished that
oil and gas, as the major energy sources, be treated as a strategic sector. Is it
that he will treat oil and gas as a strategy sector when he talk to the Russian
President? When these poor fellows, these poor Parliamentarians-about
whom, somehow or the other, the hon. Minister doesn't have a high opinion; 'l
know about their knowledge' and all that-

176



[18 February, 2003] RAJYA SABHA

question whether it is a strategic sector, they will say, "No, it is not a strategic
sector". T 87 A PIs AT BT BRI g?You can sell as and when you
want. We had also said in this Report that we are not against any competition.
Yes, if that private sector wants to invest, let them invest, let them open
refineries, new retail outlets. More employment opportunities will be there.
More investment will be there. Why should there be acquisition or merger of a
company which is running on profits, huge profits,

Sir, in the strategic sector, so far as the costing is concerned,
valuation is concerned, we have serious questions. It is not a question of
corruption. Corruption is not individual corruption. It has been said many times
that the Minister is honest. When institutionalised corruption is there and when
everybody is questioning the valuation methodology, then, how can you stop
it? He cannot justify the re-sale of a hotel with Rs. 30 crores extra plus a retail
outlet. The Ministry of Petroleum does not know, ICC does not know and it has
been sold alongwith that and how much money oil sector has given. What
more do you want from the oil sector?

| just give you the figures. Sir, the Committee says that the oil
companies have already contributed in a huge way to the national exchequer
through disinvestment and through other means. The oil sector has
contributed the largest share to the national exchequer through disinvestment.
The total receipt from disinvestment of PSUs between 1991 to 2000 was to the
tune of Rs. 26,148 crore. Out of this, 49 per cent, which is Rs. 1,2867 crore
were realised from the oil sector. During 1998-2000, the oil sector contributed
Rs. 7,217 crore, as against the total of Rs. 9,070 crore which amounts to the
80 per cent of the total receipts. What exactly do you want out of this oil
sector?

Another problem is that if you are selling it, then why are you not
allowing ONGC and 10C to bid for it? Sir, look at this. What has been done till
now is privatising the profits and nationalising the losses. Yes, today itself,
there was a question from Mr. Rajiv Ranjan on this Bhatinda Refinery which is
part of HPCL and where construction is going on. Already the Government has
taken a decision that it will be an option for the buyer, if you want to take over
HPCL, wicer Rurgt # i degaer 81 81 2 | If you want to take it over, alright, if

you do not want to take over, it will not be a part of that. SE®! BIF FATGT ?
And some people have started telling &1
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g ONGC or IOC. ONGC is an oil exploration company. Mr. Naik is here.

There is a policy decision that stand-alone refineries cannot exist. If Bhatinda is
a stand-alone refinery, without giving an access to the market, by stopping the
bid of the ONGC for this marketing company and marketing outlets, if you
takeover only Bhatinda, where will be the marketing access? How the stand-
alone refinery theory can co-exist with the ONGC not being allowed to bid for
the refinery as well as market. But tomorrow you are going to thrust that the
refinery should be put on ONGC. Similar thing is with the 10C. So, this whole
thing is cherry-picking being offered to the private sector or multinationals.
What is the interest involved? If | say that it is honesty then what does this
honesty business mean? We have seen in Paradip Phosphate case and other
cases also - what type of theories are being put in place. In Paradip Phosphate
case, it was sold at Rs. 151 crores. There is a post-disinvestment adjustment
and as per that post-disinvestment adjustment, the company is said to have
claimed another Rs. 151 crores. Since it was questioned here, it is still under
consideration. But think, if that Rs. 151 crores is though adjusted - Mr. Minister
is calculating - someone will get a company without paying a single pie. But it
was justified. The sick companies are such that so much investments have to
be made and so much financial restructuring has to be done. This is possible. |
have got the records. Some time back, the Minister said how the performance
has improved. 'Ashvathama hata itiaza' A comparison has been made of the
Paradeep Phosphate's performance after disinvestment with the last year, i.e.
April, 2002 to September, 2002. When this company is running, its percentage
capacity utilisation is 97 per cent and before that it was only 46 per cent or 60
per cent. | have this annual report with me. In the year 1999-2000, Paradeep
Phosphate's capacity utilisation of DAP-NPK plant was 105 per cent. If a
company which was running at 105 per cent capacity utilisation in the year
1999-2000, can it reach a stage where without taking any money, you can
hand it over to someone? What has been done is totally, absolutely and in true
sense a selling of national asset without a pie and for that they do not want the
Government and the Parliament to come into the picture. If this Government
has any face on this issue, on the issue of disinvestment of profit-making
undertakings and on the BPCL and HPCL, they must come to Parliament. Sir,
for the first time | have seen that the officers' associations of BPCL and HPCL -
normally they never come into the picture - have given a strike notice. How
many strike notices are there from the employees of the BPCL and the HPCL?
Let them check it up from the Ministry of Petroleum. What do they want? They

178



[18 February, 2003] RAJYA SABHA

3.00 p.m.

want to wage a war against all the people who are against it. All the unions,
workers, a majority of the political parties, professionals, intellectuals,
engineers, etc. are against this selling of the profit-making undertakings.
Because someone has got better debating skills, the national assets cannot
be thrown away. | challenge this Government, if they have any face, let them
come before Parliament and say, "This is what they want to do". Let them
have a consensus or a referendum or a secret vote, either from the nation as
a national referendum or from Parliament itself. If they do not do that, that
means they are trying to run away from Pa/liament. Thank you.

1. IFAITE ATEd (IR T<): STAHTEIE Jeied, A4l g9 77 ff Suiex
HRGSHT = ST ) Ged] P IA131 b MBI Fai B gQ Hel [ob ATTHIeT AN 59 7
% g fop ST Ul oy § <rel IV 2, ST f$q-s=kedie 7 fhar Sy oife dqwn a8 8
fh 519 WRBR T8 B & 1, 99 AT HA1 St BT I8 9901 81 76 91 § =e aren
HUFRIT BT WRISI T R $HT IROTH R N2 I Th [AaROI e 8 |

HeIeY, vl gAR firm IHEsan Sft 1 %81 % 98 e Rgera 8 T g fF &=
IR gIee R I BT 2, feag-avcie aTe T TR @I BI I8 T {6 399 Tl &
T A $SRE b RIATH 2, RN & el & R 8 A1 8% IR 39 W =41 8111 | ST
BIs RYaTel THS! AT AR $B FHS, WP 84 S8R I3 Y I AN &, J TS ST1-3TTehlerail
P APl Taf AU a1 eI HE Fhd & Il [ d T8t 370 & R &7 I8 [T Al &
et dr & & fow ¥ 3R @w dR ¥ S AW THE ¥ a7 TSI b S i W &
TR IS §Y AN ST-SMHIET3T &b (AU SR, STl b [aukid SR ARBRI Uil Bl
-1 ST IR AT HIFSAT B Al JI BT B PR I8 & dl 89 AR 3T §E 98 BRP
TET 98 |l | H A HAT Sl 319k ATedH | A Bl ATg b debeiieb! efte F Al
I e H AT $ ol GRS SMBIENA BT efeioT BRI FAN &l 1 AR |
SAIB H ST B T BT G AT W ABAS B Aherd] BT Hldd J1 S 2 |
IR 98 P ge1 IR HTH! DY, Y31 TS AT & GRordl | ofq #3201 Sff §fea gavavs
# forer e & iR 3=
Lord Acton &I ®Ic &~d gU folam o "Power corrupts, and absolute power
corrupts absolutely", T @RIl &I W&a=T F9T 2, AW SHAT HIT IEAH BR IEl &
fEHg=RICHT ¥ 3R PR D! [degpel Tl B AT DIs ST BT a1 M7 T IAT
RTRI WR I Y8 © 984 ARI HHAT BT, ARBRT IRAH AT BT
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fSg=Ieie gl & | WUra &1 7 o 9 €1 Fal o1 b Iy f$hRie @1 qx1 &=+ & forg
Tg BT T BT AIRY | BIS W gRAR &7 I GRaAT BT 7 R ot ot wwaft o
T | 1 I8 & Il © b S Il i 7 SRied STk fhue B of o Sd
IRAR BT WRO-GIN EIdT I8, oM AT fHefdl I8 | A1 #3241 Sif 59 5919 < 1 § I8
SR ST =TGN o FTaT U=AT 1Tep! el & S U T TN el gall © 7 T Bl 1Y
3R fhge fopy 7T a1 Baer 3=y fEfhRie &1 qx1 o= & forg € AR o o) seafera
B I HT T fHar <1 @ 2§ 2 H 9 ISl &1 S & HAT ArEdn | Afd
fege ¥ fAf waeR u5l A, w3-ufemel § 3 ol 361 § 5 frw e A e
STl U # 99 & 1S | oS, SR F BT Blcd Bl il ST AT B AT
I &1 U1 I UDISC | AT | A1 G &1 dRg 39V H U 17 T 39! WRIET B |
3R 3T 3NTEHT SHP] U 8,319 F© W I8T PV <lfdhT 90 BT ATGHT ST AT 8
fordl g8 #7oi @l v B 6 ans. <1 .S1.41. 31 f5ae @iaT € S9! $ad 31 od 3¢
# T T, I R 3FY YS! G H Weg Tl B | One should not only be
honest but should also appear to be honest. I 31T &H2I dad T8 & 3R ARI g
HEhl 2, 89 o &) SHMCR 81 Afd U | @l &l ol {5 &9 9381 € o 939 &)
SHfeTY # U8 FE1 A8l g AR, 6 I8 I Ufsha € I8 WReRI Tl ol 9gd ad
H 9 ST & | 30PT $AeGUIT B3 BT & 2 SHPT Fel ke I AU el Il 3R
3R $IegUR BIAT & Gl $ CaIdhel TR M Y &, ISR 98 T8 &, I8 a1 IRAC
SUHT A BT T, SHD! ZIH B B 81 18,307 a9 & I8 e off gafey 78 8
T | B9 AN ATTHIRAT A T 518 YO I 9 b A9 39! AT o1 9Ted 8| S8l Hal
5 a7 660 TS TUY F B et ST &R IHH BT T &R RIS © | 3 FHH
ffSTe f& 3R Swe! SaT 7 99 f&am S 1 600 @Rie & T a9 g9IR axre # fdaw
ST | I8 B SACYYRI BT TSI | SAFAY SNHI A0k ATETH | TR H 3T 3R &
5 I Tg.d . ud. R .99 U, Jral S Bl SRR S dTeft SRR drafrat € |
Y AT IA B T | 3] [SASHCHE B BT Sl el M9 fordn & & ford fa= fora
2 126 SR U R Blell-S &, Sooll¥ &I o & 3R 39 3 39 ufa= fas 7 Rerel!
I8 B B &b foIy Bfdwe 981 iR Heger foram | va ufas 37 &1 o smfds ®ed
IOTT, I8 984 B e-11d 8 | § R Uop IR ARBR A 3ATqh HATEGH A AT B b 311
9 el BI gqe 3R ST H S & AN BT SBT3 BT AR BR U, TTA ST
BT B §U S feH BI 48 PR S | Igd-9gd &IaIG |

SHRI B.P. APTE (Maharashtra): Sir, | am grateful to you for this
opportunity. Somebody mentioned that a Short Duration Discussion on this
particular topic has almost become a ritual, and we are participating in it once
more. Sir, as | look at this, | believe, any discussion on disinvestment cannot
be divorced from the perspective of ideology and the perspective of
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the initiation taken earlier to dismantle the mess. Rightly, therefore, my friend
did not go into the question of ideology - of course, it is now dead -which led
us into this mess, and from which we are coming out through this
disinvestment. We started with the commanding heights, the dream of the
1956 policy which envisaged a socialistic pattern of society. Socialism was so
predominant in our heads that we wanted to create a strait-jacket of ideology,
and we made it compulsory on everybody to subscribe to socialism, if one
wants to be active in politics. That ideology is now in a shambles, and
understanding that, noting the great failure of the great Nehruvian consensus,
his own successors started the process _ of dismantling it, in 1991. Sir, neither
the policy of 1956 nor the policy of 1991 was the creation of those who are in
power today. The 1991 policy went into disinvestment to raise resources, to
encourage wider public participation and to promote greater accountability.
Sir, this initiative...

SHRI PRANAB MUKHERJEE : You also say, what was said after
that. After that, the sentence read, "only up to 20 per cent".

SHRI B.P. APTE: The process continued when the United Front
Government came in 1996, and further steps were taken by that Government
for strategic and trade sales of scores of public sector enterprises. Therefore,
now, the question is about the rationale of disinvestment. Does the rationale
say that only those enterprises are to be privatised which are not making
profits or are making losses? Or, is it that the rationale was to privatise, to
unburden, to lose something which you never expected to have? Sir, we have
been saying all along that it is not the job of the Government, nor the intention
of the Government, either to make bread or to run hotels or to run various
services. | believe, the rationale, as put very correctly by the Chief Minister of
Karnataka is the primary focus of this policy is to privatise those PSUs which
we cpn and to close those which we cannot. That probably is the rationale and
the perspective, whether profit making or not is a matter which is thoroughly
irrelevant. The States of Karnataka, Maharashtra, Punjab, Rajasthan all of
whom are run by the Congress Party are following this policy and therefore,
this policy is rightly described as a consensus in practice. Today, we are told
that this party is opposing and that party is opposing. | believe this attitude that
if | do it, it is right and if you do it, it is wrong, is not a healthy approach.
Between 1991 and 1992-1999, when this Government was not there, and
probably everybody else was involved, up to 1996 and then up to

181



RAJYA SABHA [18 February, 2003]

1999, 39 enterprises were disinvested, out of which, 37 were profit-making.
What is the rationale behind this? And what is the rationale of the Opposition
today? | am not saying that that disinvestment was wrong. | am saying that
these double standards are incorrect. In such matters, we have to be
intellectually honest. And, therefore, if something was good earlier for me,
unless | say that that was a mistake, then 37 profit-making enterprises can be
disinvested earlier and now profit-making enterprises cannot be disinvested.
This approach defies logic. As a matter of record, between 1999 and 2003, 34
enterprises were disinvested, out of which, 25 were loss making and 9 were
profit making. | am not saying who did what. But the real question is what is
the rationale of this disinvestment and if that rationale is to transfer the
management and initiative to the private sector for the good of the economy,
then, the best deals which the Government can go through, should be gone
through. Here, the question of Executive accountability is raised. Sir, we are
guided and controlled by our Constitution, which in a way is a complete
document. And if any Government established by law and functioning
according to law has to take any step and if the Constitution ordains that that
Government had to take the approval of the Parliament, no Government can
do without the approval. For example, while enacting article 73, the
Constitution did envisage the extent of the Executive power which in large
areas is co-extensive with the Legislative power unless there is a contrary
legislation. | believe, Executive accountability is guaranteed by the Constitution
and no Government can go beyond the provisions of the Constitution. Sir,
everybody knows this because after nationalisation, 49 per cent of HPCL
shares were disinvested and 44 per cent of BPCL shares were also
disinvested. Of course, what happens to those proceeds, something which
Pranab da rightly said that the whole amount - crores of rupees - went into
revenue expenditure. The point is, there was disinvestment, though partial,
without going to Parliament, without an enactment under the provisions of the
law of the land. In this context, again it is said, why the Government should
feel shy of facing the Parliament. The Government is not feeling shy because
the Government is facing the Parliament and, on this issue, again and again,
so much has bee., said that somebody even thought that this has become
almost a ritual. Therefore, the question is not whether the Government is
feeling shy in facing the Parliament. In matters of governance, we have the
Legislature, we have the Executive and we have the Judiciary. We went to the
judiciary. We take every matter to the judiciary these days; the judges become
active. This matter was also taken to the judiciary in the BALCO
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case. The judiciary examined the procedure and the rationale, and found that
there were some things with which the Executive had to deal with and there
were certain things with which the Judiciary had to deal with. There are limits to
judicial review. Therefore, facing the Parliament is one thing, but meeting the
constitutional challenge is another. All these, including the exercise, of the
Executive authority, come together, and all these are balanced. All of them are
within the framework of the Constitution. | believe that the steps the
Government are taking today are within the framework of the Constitution, and
they are perfectly legal and valid; and every such step is not referred to the
Attorney General, as this one was referred to. If recent history teaches us
something, we find that disinvestment of certain enterprises has given better
results for the economy, for the workers and for those enterprises themselves.
What happened to BALCO? What happened to the Modern Food Industries
Ltd.? What happened to the workers there? What happened to the investment
there? What happened to the Government which opposed this? How is that
Government now wanting expansion of that very industry in its own State? This
recent history can educate us to look towards the future and even to look into
the disinvestment of both the BPCL and the HPCL. Sir, the question about the
proceeds of disinvestment is something which is really important. Yes, if all the
money raised because of disinvestment goes into the bottomless pit of the
Government expenditure, it will not be desirable. | found an assurance in the
earlier Budget Speech of the hon. Finance Minister and | would certainly draw
the attention of the hon. Minister of Disinvestment to that. | would like to know
from him the steps the Government would take on this. The assurance is that
the entire receipts from disinvestment and privatisation will be used for meeting
the expenditure on social sectors, restructuring of PSUs and retiring public
debt. | believe, if that is done, if that is assured, then the present stage of
economic reforms, with this disinvestment, will take us to a better situation
economically and, therefore, nationally.

SHRI K. RAHMAN KHAN (Karnataka): Mr. Vice-Chairman, Sir, the
Government is going to disinvest the two Nav Ratnas, i.e., BPCL and HPCL.
One is going to be disinvested through the IPO route and the other is going to
be disinvested through finding a strategic partner. Now the question is whether
the Government is really going to be benefited from disinvestment of these two
profit-making undertakings. We are not sure about it because the earlier
experience of the Government was, when they had taken the IPO
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route, the realisation was not to their expectation. The institutional investors are
not very keen because of the depressed market conditions. So, the IPO route
for BPCL is not going to benefit. | would like to know from the hon. Minister as
to how much they are expecting through disinvestment of BPCL, through IPO
route. These two companies itself constitute nearly 35 to 38 per cent of the
total oil sector. Then, why is the Government going in for disinvestment? | am
not going into the details of the policy decisions, but | would like to know from
the hon. Minister whether it is the ultimate intention of the Government to do
away with all the public sector undertakings. If not, then, why were these two
big corporations selected? These corporations have been selected for
disinvestment because they are the best public sector undertakings, because
the Government has not invested a huge capital in them. Hardly the investment
of the Government is only Rs.45 crores, whereas the net worth of these two
corporations is more than Rs. 100,000 crores. | would like to know from the
hon. Minister whether these two corporations are giving profit to the
Government or not. The annual net profit of these two corporations put
together, after paying taxes, is Rs.2,000 crores. Then, why is the Government
thinking of disinvesting these two corporations? The net earning capacity of
each share is around Rs.35. Then, why is the Government going to sell these
public sector undertakings? They also say that the public sector undertakings
which are profit-making, they are running very well and that is not a worrying
factor. As has been said here, the reason for selling these corporations is this.
"The shareholders of Bharat Petroleum have every reason to feel aggrieved
that the manner in which the Government has handled the proposed
disinvestment issue. The only gainer of this rather muddled approach of the
Government would be the vested interests that have an eye on the control over
the company and would like to have it at their terms". Then, the only
beneficiaries of this disinvestment may be the domestic companies that have
an eye on gaining control over BPCL and HPCL because these are strategic
companies. The bidders for these companies will not be many. There will be
only a few bidders, unless you again invite multinational companies into this.
Within the country, there will be a few bidders for these two big corporations.
When there are very few bidders, it will go to certain vested interests only.
Certain vested interests have already shown their interest to participate in the
bidding of these oil companies. The Government has to tell the Parliament and
the nation as to what are the compelling reasons for selecting only these two
public sector undertakings for disinvestment. As Prof. Ram Gopal Yadav has
rightly said, a decision on disinvestment was
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taken on 26" January by the Cabinet Committee on Disinvestment and no
reasons were given because the Government has not realised the required
amount for disinvestment, as it had anticipated. The total target fixed for
disinvestment right from 1991 to 2002 was Rs.78,000 crores and this
Government, the NDA Government since the time it has come to power has
fixed a target of about Rs.52,000 crores. So far they have realised only about
Rs. 18,000 crores. So, they are disinvesting these two major public sector oil
companies which have a wide network of outlets and it Is impossible for
anybody to come and carry on this network which they have acquired only for
Rs.43 crores. Today these two companies if put together have got a reserve of
Rs.9,000 crores. After disinvestment, the oil sector itself has given them Rs.
18,000 crores as surplus. The major revenue which has come, it has come
only from the oil sector. Now, because you have not reached the target and
you want to reach the target, there are no other public sector undertaking, the
loss-making units which you can disinvest to reach the target, you are putting
your hands on these two major public sector oil companies. You are always
saying that it is the prerogative of the Government and it is the power of the
Executive and there is no need for you to come to the Parliament even when
the acquired unit has been created by an Act of Parliament. All that is left to
the Government. But the people of this country and the Parliament have a
right to know why the Government is in a hurry. So, the Parliament and the
people would like to have the reason why these assets of about Rs. 1,01,000
crores worth are being given to the private sector and what is that amount
which they are expecting?

[THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY) in the Chair]

The hon. Minister says that the process of disinvestment is there.
They say that there is transparent method of disinvestment. Yet we have seen
in the past that in spite of their claiming transparency what happened in the
case of Centaur Hotel. A private party made a huge profit. Where is the
transparency? Here also because this is not a monopoly sector now. You
have opened up it. As Mr. Dipankar Mukherjee rightly pointed out, let new
people come, let there be competition. But why should there be
disinvestment? Can you not rethink when these two companies are giving you
the best of the returns, which you cannot .expect, even from a company in the
private sector? It is national wealth. You cannot create assets worth Rs.
1,00,000 crores. What is that you are anticipating?  You should have
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formulated to see that if we disinvest, we may be able to get so much of
revenue. At least, you should tell this to Parliament that this is how much you
are expecting from these two corporations. Till you call the bids or you have
the strategic partners, identifying them and before appointing advisors, the
Disinvestment Ministry must have come to certain conclusions about the
overall broader picture as to how much can be realised after disinvesting
these two units. The Minister should inform the Parliament as to much they
are expecting. They may get or they may not get, but what is their
expectation? We should be informed about it.

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): Mr. Rahman
Khan, your time is over. Now, you have to conclude your speech.

SHRI K. RAHMAN KHAN: | am concluding. So, finally, in the public
perception, disinvestment has acquired more political colour. Economics does
not matter. Forget the gains accruing to the exchequer. As has been
mentioned by various hon. Members, no accounts are maintained. All
disinvestment proceeds are going into the general revenue. So, it is not
creating further assets. We are selling the assets to meet our revenue deficit.
That is not a good thing for the economy. | would urge upon the hon. Minister
of Disinvestment that there is a need for the Government to have a re-thinking
on disinvesting these two major public sector undertakings which are the pride
of the country. Thank you.

SHRI S. VIDUTHALAI VIRUMBI (Tamil Nadu): Mr. Vice-Chairman,
Sir, we are discussing here about the disinvestment of our profit-making public
sector units with special reference to HPCL and BPCL.

Sir, the mixed economy came into being in our country in the second
half of the 50s. In the mixed economy, we were able to acquire the know-how,
technology, from the developed countries and we have developed our nation.
But, now, most of the developing countries are becoming markets for the
products of the developed countries. Our nation has accepted the concept of
socialism and incorporated the same in our Constitution. Sir, now, as it is, the
concept of socialism is one of the basic structures of our Constitution. Under
the Directive Principles of our Constitution, Article 39, clause (b) says, "The
State shall, in particular, direct its policy towards securing that the ownership
and control of the material resources of the community are so distributed as
best to subserve the

186



[18 February, 2003] RAJYA SABHA

common good." This is the basic tenet of our policy. Sir, we know that no
nation can be isolated from the world wind. The developed countries have
agreed to invest in developing countries to the tune of 0.75 per cent of their
GDP a decade ago. But they have failed. Our projection, after globalisation
and liberalisation and even in the iO™ Five Year Plan, is to have 8 per cent
growth of the GDP. According to the C.S.0., during the last year, we were
able to achieve only 4.4 per cent growth of the GDP. This is the situation. In
1974, the ESSO (Acquisition of the Undertakings in India) Act, has, actually,
created HPCL In 1976. the BPCL was formed after taking over Burma Shell
Oil Storage and Distribution Company (India) Limited. In 1975, we have
introduced the Administered Price Mechanism. But, in April, 2002, the
Administered Price Mechanism for the petroleum sector was dismantled. This
is the situation. After this, if disinvestment takes place, the Government's
equity, to the best of my knowledge, would be brought down to 12 per cent in
the HPCL and 26 per cent in the BPCL. The Government's shareholding would
be divested to the tune of 34.1 per cent in the HPCL and 35.2 per cent in the
BPCL. Employees were left with 5 per cent of that. | hope the hon. Minister will
enlighten us about the fate of refineries. Sir, some profit-making units became
loss-making units because of the mismanagement. Take for example the
Salem Steel Plant. Till 1996, it was a profit-making unit. Then, the
management decided to take a loan of Rs. 800 crores from the bank. After
that it started making losses, and it became a loss-making unit. Had they
taken the money from the internal resources, it would not have met with such
a fate. It clearly shows that it was due to mismanagement. They wanted to
privatise it also. So, the Government will have to take into consideration
certain things. First, the Ramakrishna Commission, while dealing with this
issue, had recommended that the privatisation should be delinked from the
Budget proposals. But, from the very beginning, it was not adhered to. | don't
want to go into the reasons for that because of the time constraint. Second,
the amount realised through the process of disinvestment should be utilized
only for capital expenditure, not for the revenue expenditure. The security of
the nation is of utmost importance, especially during the time of war. (Time-
bell) Sir, | will conclude within a minute or two. Third, stability of prices; four,
generation of employment. So, these are three areas, that is, security of
nation, particularly, during the war; stability of prices; and the generation of
employment, which should very consciously be taken into account by the
Government. Here, | would also like to make it very clear that without the
active and willing participation of employees and workers no project, no
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concept, no strategy, no policy would succeed in any nation. Active and willing
participation of employees and workers is essential for the success of any
project. Therefore, | request the Government to take into confidence the
workers and employees; and, take decisions based on the opinion given by
the workers and employees. Only then you can succeed. With these words, |
conclude, Sir.

SHRI PREM CHAND GUPTA (Bihar): Thank you, Mr. Viee®
Chairman, Sir. After the Independence, we had to import everything as the
industrialisation of the country was almost at its infancy. We had no industry.
At that time, keeping the circumstances in view, the then hon. Prime Minister,
Late Shri Jawaharlal Nehru, had conceived the idea of PSUs. But over the
period of time because of red-tapism, corruption, mismanagement and
Government interference, our public sector undertakings started losing
ground. Lately, with the change in global trade scenario, we decided that we
should go in for disinvestment, particularly the disinvestment of those units
that were making heavy losses. We started with the idea of 'loss-making units';
and, with a clear understanding that the proceeds received out of
disinvestment would be used for creation of new infrastructure creation of
industrial base and using the funds for proper planned development of the
country. Sir, | would like to draw the attention of the hon. Minister to an article
which appeared in Pioneer on 23 December, wherein he said this and |
quote: "disinvestment proceeds to be provided and used completely for
continued commitment and utilization of investment proceeds for social and
infrastructure sector." But, Sir, where is the visibility? There is no visibility. You
had promised that a complete visibility of the use of these funds would be
provided, but we don't see anything. So far, we are in absolute darkness. The
people don't know where the funds are being utilized. As long as the funds are
used in a proper manner, as long as the disinvestment process is a visible
process, nobody would have any problem in accepting it. But, Sir, you have
started selling your earning units. These two companies are among the top ten
most earning public sector undertakings of .India. Their rankings are 7 and 9.
We don't know the reasons which compel you to go in for disinvestment of
HPCL, which is earning Rs. 1,088 crores per year. BPCL is earning Rs. 820
crores per year. But you are thinking of disinvesting that also? What for? We
don't understand it. If the Government wanted to come out of the oil business,
then, there was no reason for the public sector undertakings to participate in
the disinvestment process of Cochin
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refinery. In Cochin Refinery, Bharat Petroleum participated and paid a sum of
Rs. 659 crores. In the disinvestment of Chennai Petroleum Corporation, Indian
Oil Corporation participated and paid Rs. 509 crores. In the case of
Bongaigaon Refinery, Indian Oil participated and paid Rs. 149 crores. In the
disinvestment of IBP, Indian Oil Corporation paid Rs. 1,153 crores. If the
Government had to come out of this vital sector, why did it invest in these
companies? Oil is a very important sector, Sir. It has a strategic value;
importance. Sir, if you remember, a few days ago, the Central Government
decided, keeping the war clouds in view, that the country should go in for 45
days oil reserve, at a cost of Rs. 5,000 crores. When our oil sector is so
important, then, what is the compulsion on your part to go in for disinvestment
of these two highly earning public sector undertakings? This is not
understandable. In any case, Sir, whenever you go for disinvestment process,
certain factors like, market situation, are kept in view. When the shares of a
company are sold, the market situation is kept in view. The world is passing
through the worst time because of the September 11" incident and because
of the possible threat of Iraq war. And you want to disinvest now | Why? You
have been selling public sector undertakings and we have always been raising
a lot of allegations in both the Houses of Parliament. We all fail to understand
what your compulsions are. When an announcement is made that the
Government has to achieve a target of Rs. 12,000 crore in so and so year, the
buyers feel happy. They know that you will have to sell it to meet your
Budgetary allocations. It is advantageous for them. But it is beyond anybody's
apprehension as to why you are doing this.

HPCL came into being in the year 1974 and BPCL came two years
later. Since inception, these two corporations have been earning huge profits.
We are not able to understand why you want to sell these units. In the past,
when Modern Food Industries Ltd. was sold, a lot of controversy arose. Even
the CAG castigated the Government for the process which was adopted to sell
the Modern Food Industries Ltd. Even in the case of BALCO, the CAG was
critical of the Government because there was no transparency. | do not know
why the Government wants to repeat the same thing. Nothing is clear, and
they want, to go in for disinvestment of two public sector undertakings which
are strategic in nature. (Time bell) At the same time, the disinvestment
process is not clear. There should be clarity. There should be transparency.
Parliament has a right to know what your compulsions are. Why do you want
to go in for this? Even the NDA allies are not happy about it.
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SHRI V.V. RAGHAVAN (Kerala): Mr. Vice-Chairman, Sir, now, the
NDA is not only for PSU disinvestment, it is out to demolish the basic structure
of our self-reliant economy. Otherwise, it would not have dared to touch the oil
sector. It is a very important sector. Oil and petroleum sector are doing very
well. They are earning huge profits. You can check up the figures. Figures are
available with you. After deducting the tax, the net profit earned by the oil and
petroleum companies is Rs. 12,749 crores a year. And, through strategic sale,
you want to hand over them to the corporate sector. It is not in the national
interest. No; Sir, this will not be allowed by the nation. As you know, economy
not only of capital, it also includes poor people, workers and officers. They all
are dead against it. A considerable section of your allies are also against this.
Are you going to declare a war against all of them? But without the cooperation
of working class, without the cooperation of officers, without the cooperation of
the intellectuals and economists, you cannot win. Without their cooperation,
you cannot do it. My learned friend from the Treasury Bench was saying about
the Nehruvian era. Thanks to Pandit Jawaharlal Nehru that we are now
economically self-reliant, because of strong public sector units in the core
sector, even the private sector units are thriving by it. Ask Tatas, ask Reliance,
ask Birlas; they have all utilised this sector, public sector for steel, for oil, for
heavy machineries, heavy engineering. All these public sectors were built as a
very basic structure for a self-reliant economy, to fight the Americans, to fight
the British, to fight the developed and imperialist nations, and we fought. We
made history in every sector because of this basic economic structure. That is
our power, that is a political power. Without the basic industry, you cannot
have a political power and you are demolishing it at the diktat of the
Americans, of the developed countries, in the name of 'globalisation'.
Globalisation is nothing but a new kind of imperialist penetration, and you are
succumbing to it as the working class have realised it and they are rising
against these anti-national activities. So, do not be under the illusion that you
can sell the country, you can sell these profit-making oil companies. No; you
cannot. You will feel the pulse of the working class on the 26™ here in Delhi.
They are coming in lakhs just to warn you, and if you are not going to listen to
them, if you declare a war on all fronts, | say you will not succeed Mr. Shourie,
you are not a Disinvestment Minister, but you are a Demolishing Minister. Your
Ministry is now called, "The Ministry for Demolition of our public sector
enterprises".

Sir, what is the logic in denying the ONGC for taking part in the
bidding? Is there any convincing logic in it? If the money is needed, you
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can say so. You have stated that Rs. 80,000 crores will be mobilised during
the Tenth Five Year Plan. Mobilisation of Rs. 80,000 crores means that
everything will be demolished, and if you are in need of money, the ONGC is
prepared to give you the money. Why do you debar them? Whatever money
you will get from the strategic sale of these companies from the Reliance or
from any other corporate sector company, the ONGC is ready to give you,
even a thousand more. Then, why are you denying them that opportunity?
Convince us, convince the nation, convince the working class. So, the move is
quite clear. You want to help the corporate sector, help the private sector and
you want to demolish the public sector. Now, this country will not allow you to
do that. This country will fight, fight till the last. You had stated that during the
next five years, you would disinvest to the extent of Rs. 80,000 crores. And,
let me tell you, for this reason alone, you will not be there again for five years.
If you say to the people that 'we are going to disinvest to mobilise Rs. 80,000
crores', then, people have every right to say, 'well you keep away'.

Sir, let me remind you one important thing. | know my time is very
short. The Vice-Chairman has been very kind to me.

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): Your time
is already over.

SHRI V.V. RAGHAVAN: Sir, | would say one very important thing
and after that | would conclude.

Sir, when we think of oil companies, is it time to forget the past?
Remember the 1971 War, remember the 1975 War. We fought two wars and
won. Then what did these oil companies do? At that time, the oil companies
were owned by the ESSO, the Caltex, the Burmah Shell. What they did? Our
Defence Services will tell you what they did. They stabbed on the back, and
then Mrs. Gandhi daringly nationalised the oil sector. Until this time, it was
owned by the ESSO, the Burmah Shell and Caltex. Now, we are again going
to sell it to the corporate sector and through them to the multi-nationals.

Sir, | am thankful to you for giving me this opportunity. So, | urge

upon the Government, | urge upon the Treasury Benches to think over it
again, think over it, at least, ten times, and reconsider this step. Thank you.
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THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): Shri
Ramachandra Khuntiaji. your party's time is already over. We can give you just
two minutes.

SHRI RAMACHANDRA KHUNTIA (Orissa): Hon. Vice-Chairman, Sir,
| just want to put a question to the Government, to the House and the people of
this country, whether we should appreciate a son who is regularly bringing
grocery to the house by selling the land and gold which his father and grand-
fathers had preserved for the family. If we say that this son is right, then we
can say, what the present Government is doing now is right. Sir, the Congress
Government's socialistic principle in the year 1953-54 and also after that was
mentioned here in the House. | want to mention that the Government, while
condemning some of the acts of the Congress Party, has failed to appreciate
the principal of Hon. ex. P.M. Nehru, who started the public sector in this
country and created huge assets in the country which you people are selling
now. If the public sector was not there, the assets were not created, then what
would have they sold? They would have sold the soil of the country. The
assets, created by the Congress, are being sold by these people, who have not
created any asset; who have not put any industry in the country. These people
have no right to sell the public sector. Sir, something has been said about the
principle of the Congress Party. The principle of the Congress Party is very
clear from the Bangalore AICC session that Congress is opposed to sale of
more than 51 per cent of the public sector equity. The Congress principle is
clear. The decision taken under the Chairmanship of our leader Smt. Sonia
Gandhi in Mount Abu is that Congress Party strongly opposes the selling of the
profit-making public sector. Mrs. Sonia Gandhi's principle is clear that we do
not oppose reform, but reform is rumour. Sir, coming back to the declining
performance of the BALCO and the Paradeep Phosphate that has been
mentioned in the House, | want to just ask a question. Is it right that after
selling Paradeep Phosphate and BALCO and other public sector units, the
Government is getting more dividend; the Government is getting more return. If
that is not so, | think, what they are doing is, in no way, helpful to the
Government. | want to mention here one more point. In the same context,
Government want to disinvest the profit making NALCO. With BPCL and
HPCL. NALCO is being proposed for sale in Orissa also. NALCO is also a
profit-making public sector like HPCL and BPCL. it is earning profit; it is giving
dividends. It has better prospects because natural resources are available in
our State. | want to inform this House that 70 per cent of
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bauxite is available in India, particularly in our State, Orissa; it is also of very
good quality and it contains 40 per cent of silica, that is rarely available in the
whole world. Sir, | mention here that aluminium that NALCO produces is about
100 dollars per tonne and the net cost of production of the industry is 140
dollars, it means NALCQO's cost of production is less and it is the lowest in the
whole world. Sir, it has been said by our Disinvestment Minister that -the
NALCO's profit may come down in future. It has come down. It has come down
not because of the bad performance of NALCO; it has come down because of
the wrong decisions of the Government by taking over a private sector unit
belonging to the Mukund company. That is the reason why NALCO's profit has
come down, but not by the performance of NALCO. (Time-bell) | want to
compare the performance of NALCO with HINDALCO. HINDALCO is a private
company. In 2001-02, NALCO's gross sale was Rs.2,386 crores, and in the
~ase of HINDALCO, the sale was Rs.2,660 crores. In 2000-01, NALCO's sale
was Rs.2,406 crores and HINDALCO's sale was Rs.2,584 crores. Now, | come
to the question of ratio of profit after tax. In the case of NALCO, the capital
employed is 12.19 per cent, and in the case of HINDALCO, it is 9.5 per cent. In
the case of NALCO, the return on capital employed is 19.11 per cent, and in
the case of HINDALCO, itis 14.55 per cent. If you compare the performance of
these two companies, you will find that the performance of NALCO is much
better than HINDALCO, and the Government wants to sell NALCO to
HINDALCO. Sir, | do not want to take much time of the House on this issue. |
say that this Government has no right to sell the public sector companies and
then spend the proceeds of such sale for the day-today expenditure of this
Government. | believe that this Government is not sincere. You see, they have
created the Ministry of Disinvestment and the Department of Disinvestment. If
there is a Disinvestment Department and a Disinvestment Minister, why is
there a Public Enterprises Department? Here is a Disinvestment Minister, and
the Disinvestment Department. There is 3 Disinvestment Commission also,
and the expenditure on this account is being met from the public exchequer.

Now, | come to the social sector. The Government wants to spend
money in the 9ocial sector, | just want to draw the attention of the House to
one thing. It has been said by many Prime Ministers on the floor of this House
that about 60 per cent of the money which is being spend in the
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social sector by the Government, is not reaching the actual beneficiaries. I"the
money is not reaching the real people, what is the point in spending more
money in the social sector? | do not say that we should not spend money in the
social sector. Rather, the allocation of money for the social sector should be
increased, but not at the cost of the public sector, by selling the public sector.
For this purpose, the Government should earn money; they should collect the
revenue, and then spend the same in the social sector. | think, that will be
appreciated by everybody. Sir, once again, | oppose the privatisation of HPCL,
BPCL and NALCO. Thank you.

SHRI SHANKAR ROY CHOWDHURY (West Bengal): Mr. Vice-
chairman, Sir, as many speakers before me have mentioned, the debate on
disinvestment comes around periodically on various issues, on various
occasions. This time it has come around on the issue of HPCL and BPCL.
Now, at least, | do not hold a brief for the public sector or the private sector.
But, | think, this debate is recurring, from time to time, because of a general
sense of unease, which is prevailing over the country, and the unease, frankly
is, on three issues. Where are the proceeds of the disinvestment going? Are
they spent on infrastructure? Are they going to create a safety net for workers?
Are they going for retraining the workers? Are they going for repayment of
public debt or are they going, as has been alleged by many of my colleagues,
on revenue expenditure? The second cause of unease has always been the
process of valuation. The hon. Minister for Disinvestment has explained on
more than one occasion the four procedures which have been adopted to
value a company. But, from time to time, certain aberrations, certain
distortions, certain incidents take place, and this unease again crops up, which
is reinforced. The third cause of unease, which | think, is one of the most
important cause is the strategic sector. It has been defined, from time to time,
re-defined, re-redefined and again defined. So, today, when we are dealing
with the energy sector, is the energy sector a strategic sector or not? The
original principle of disinvestment was that the Government tias no business to
be in business, except in the strategic sector. Now, Defence is a strategic
sector; nuclear energy is a strategic sector, Railways are a strategic sector; is
energy a strategic sector or not? If so, why are we carrying out disinvestment
in a strategic sector? These are the causes of unease, which is, | think, the
reason why this debate keeps recurring from time to time on various
occasions, whenever various companies come up for disinvestment. As | said,
disinvestment is based on the principle, 'it is not the Government's

194



[18 February. 2003] RAJYA SABHA

business to be in business.' | think, the origin of this statement is outside this
country, under an economic environment, which does not perhaps apply to
this country; because, at this point in time in the 21% century, when we are
attempting to put into practice this principle, 'it is not the business of the
Government to be in business', | do not think we are taking account of the fact
that this is being put into effect in an environment where a substantial public
sector already exists, and therefore, | think to follow a principle, which really
does not apply one hundred per cent to our environment, is creating this lack
of cohesion, lack of consensus and general unease in the country. Are we
going in the right direction? It is not a question of public sector versus private
sector. As consumers, what we want is product, what we want is efficiency,
and | must say that those of us - | think all of us -- who have been exposed to
the public sector in the days of its monopoly, at least in the service sector --
banks, airlines -- have realised that it was an extremely inefficient
organization, at least to the user. Now, perhaps under the pressure of
competition, perhaps under the threat of privatization, | do see that the public
sector in the service areas has certainly improved a lot. So, perhaps there is
something to it. | think the Government may like to consider adopting, as some
of us have been saying, a via-media model, an Indian model which has been
mooted by various sources from time to time, that is, those public sector
companies which are in the strategic sector; and we must now lay down
definitely what the strategic sector is. These should be managed by a holding
corporation. This idea has been mooted in several instances. The Government
could perhaps consider setting up a holding corporation in which the modality
would be -- you privatize the management, but do not privatise the company;
and let the profits which are coming from the profit-making PSUs in the
strategic sector continue flowing into the Government, but divest the
Government of direct responsibility for the day-to-day overseeing of
commercial operations. Let this be a holding, something on the lines of
financial restructuring being carried out in other areas like UTI etc., and let this
sense of unease be removed. Let us get the benefits of a well-run public
sector in the strategic areas, and as far as the non-strategic areas are
concerned, we can then consider seriously privatization of the non-strategic
areas, provided our other concerns of valuation and utilization of proceeds are
met to the satisfaction of the Parliament.

it Ao U (RRT): SuwweEe Sit, TR UN $ol IR-Ud AT diem &
o B 1 7 7 W W gR-uig e fafder w50 sft arovr 9 S & e
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I | Bl g1 T8 Wl A1 © [ &9 $© W &8 o, 3201 WRT Sfl a8l Hydl Il J 18
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2, TRBR 7 39S IR H 3777 I ¥ T 781 2 |

IuauTee (N 9. gHIHs VS I8 ST Rears | S |
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ST § U 7RI 1 BT § b IITAATHE i a8 IR I 8] (71 ST R8T & | fdegpel
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=112Y, VAT faaR 31 iR TRGR -1 MR | 918 H SRR H I8 I 77 DY i
IR &, 98 39 Hax 4 2 b U= 1. 901.0e 3R 9. 9.30.0d &1 feq-sRedie ovd
FHY TRBR B HHS H ST DI SR 81 © , AHS Pl YA oI Bl ST T8 & | 9
ST BT BT AR 21y A 01 2 | H 95 g1 3fUSH B g el §, 37190 Sl 984 95
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VFAUC el § <ifeh FTc=1 FHsi &, g8 H ATg o 1 J1eas | #31 Sft & 491 1 |
e 99k F forar & f "The sole question on which my opinion is sought is

whether the inprincipled decision of the Government of India of disinvestment
in HPCL and BPCL requires parliamentary legislation or parliamentary
approval." 3 %Ed g, 98 Rierid &% 38 § "My opinion is not sought about the

legal merits of the ultimate decision or the actual course of action that the
Government may adopt to effectuate disinvestment in HPCL and BPCL. That
would depend on the provisions of the Shareholders' Agreement between the
Government of India and the selected strategic partner, and the terms of
conditions that may be imposed, and the modalities that may be devised,
devised for ensuring the Government control and the voice in the management
of the HPCL and BPCL." 3FIid 3Tl SR 7 A% ATt Y] # g fear & fo Jem
Igd @ fafifes aawes gor 71 o1, 3R IR | 48T of1an o1 § fRaR 4 Sae <
FHAT ATl I8 ST Fewaqul vy 8- va. 9.4 ue oiR d1.91.4d1.0a &1 f$9-gvedic
PIs BICT A1 [T 81 & a1 A qUl 9wy & , S He@yul 9 WR SfeH S Rd 4
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P! UG b 918 A1 U JJAM IR & b AT SRe & U Ua.9L.A1.ge 3iR
ILYLA.TA B
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feu-gaveiie & IR H, I39! RIS & IR | 99 & forg ft 98 9y 9 8 18R
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H ol g9 UTsde daex Bl YA, BT | fiagd SH @vE 9 dfedid daex SHr)
feyeR Ugiferm ST # wefidel! guice 2, safoy W § wrdbe & efeaplo § aa
21 § f Ardhe & efeadin 9 W ufesrs daey ol o @t T8 8191 a1y | ufeera
Jex e 3 ol gl | T81 faar S =12y | o= |

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): Mr.
Premachandran, you have four minutes.

SHRI N.K. PREMACHANDRAN (Kerala): Mr. Vice-Chairman, Sir, last
year, in the month of December, this House had a detailed discussion
regarding disinvestment of both these oil companies. HPCL and BPCL. The
Hon. Minister has given the reply to this House. But the Minister was not able
to justify the reason for the disinvestment of the two companies, and still the
cloud of doubt remains. Who is the real beneficiary from the disinvestment of
these two companies? Whether the Government is able to convince the people
of this country that by way of disinvesting these two oil companies, HPCL and
BPCL, the Government or the people are going to be benefited by way of
disinvestment. So, my first question to the Minister is: Who is the real
beneficiary of this disinvestment process? It is being said that the proceeds of
the disinvestment will be utilised in the social sector. As far as social
commitment of this Government is concerned, suppose this Government is not
convinced or not committed to the cause of the people, the cause of the
working class, who are working in these public sector companies -- how can
this Government fulfil the ambitions, or, fulfil the aims of the public at large in
this country? So, the disinvestment is only to help the corporate houses. There
is no doubt about that. We know what the corporate houses or the private
companies are doing in this country. As far as NPA is concerned, it has
crossed Rs. One lakh crores. Evasion of tax and so many other things are
there. These two public sector companies are paying huge dividends. They are
paying all legal dues to the Government. The exchequer is benefited by these
two public sector companies. If these national assets are sold to the private
corporate houses, from where will the wealth come in future? What is the
apprehension of the Government and the Minister? They are giving an
explanation that in future these companies will not be able to face competition
and they will not be globally competitive. The statistics have come before the
House. | am not going into the statistics because of lack of time. It is very well
known that these two pioneer nava ratna companies are able to compete in
the global scenario. Then, why should they be
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disinvested? What is the reason? What is the logical explanation? The real aim
and objective of disinvestment is to make the companies globally competitive.
If these two companies are globaHy competitive, able to pay huge dividends,
paying a huge amount to the exchequer and able to stand on their own legs,
why should they be privatised? There is no logical answer.

The second point is regarding the decision of the Cabinet Committee
on Disinvestment. The Cabinet Committee on Disinvestment has decided to
bar the Indian Oil Corporation and the ONGC from bidding. What is the
reason? The Government is withdrawing from the oil sector, the core sectors.
Okay, we can understand that.

Mr. Vice-Chairman, | invite the attention of the hon. Minister, Shri
Arun Shourie, to the Global Investors' Meet held at Kochi by the State
Government of Kerala. He was also present there. It is very interesting to note
that the Global Investors' Meet was inaugurated by the hon. Prime Minister.
The hon. Prime Minister had announced that Rs. 10,000 crores would be
invested in three public sector companies in Kerala. The closing ceremony was
addressed by the hon. Disinvestment Minister. The hon. Prime Minister had
announced an investment of Rs. 10,000 crores in three public sector
companies, NTPC, IRE and Cochin Refineries Limited, in the State of Kerala.
The Cochin Refineries Limited comes under the BPCL. It is a subsidiary of
BPCL. So, what about -the Cochin Refineries Limited now? The hon. Prime
Minister is announcing public sector investments. But this Government's policy
is disinvestment. The Government is withdrawing from aH sectors, power
sector, social sector, health sector, etc. It is withdrawing the investment from
every sector. On the one hand, the hon. Prime Minister is making
announcement about investments and, on the other, the Disinvestment
Minister is disinvesting. Is it not contradictory? As regards the Cochin
Refineries Limited, it is coming under the BPCL. Formerly, the marketing was
done by the Indian Oil Corporation. It has already been mentioned that the
Chennai Petroleum Corporation was taken over by the Indian Oil Corporation.
The Mangalore Refineries Limited was taken over by the ONGC. It was a
private company. It was a loss-making company. It was taken over by the
ONGC. Then, why is this bar on the Indian Oil Corporation and the ONGC in
bidding for these two oil companies? That is why | am saying there is no
transparency. There is no national commitment. There is no national interest.
Nothing is there. It
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is a sell-out of the country. How can the Government explain this? There is
no national consensus.

Sir, what is the meaning of the Parliament? The Parliament means,
the will of the people. The Parliament represents the will of the people. Is that
will of the people being recognised and accepted by this Government?
Throughout the discussion, Members, even from the Treasury Benches, have
expressed apprehensions. Shri Sanjay Nirupam has made his observations,
as far as the Shiv Sena Party is concerned. The TDP has mentioned about
their apprehensions. Almost all the parties have expressed their
apprehensions about the Government's approach towards the disinvestment
of profit-making public sector units. Then, who is interested in it? Only a very
few persons in this country know the politics and economics of this country!
What about all other political parties, economists, intellectuals, trade unions,
etc., who are opposing it? A very few in the Cabinet are for disinvestment.
They are saying that in future BPCL, HPCL, NALCO, IRE, etc., will be in loss.
They will not be able to compete in the global scenario. In the liberalised
economic scenario, we are not able to compete, so better to privatise it at the
earliest otherwise the national asset will be looted. Is it a justification?
Suppose, there is water flowing in the river and there is a dog standing on the
other bank of the river which is in chains. If the chain breaks and the water
flows away, what will happen to me? | am standing on the other side! Is not
the philosophy of this Government like this? So, there is no justifiable logical
explanation to this concern. And so far as these two public sector undertakings
are concerned, they have been created by Acts of Parliament in 1974 and
1976. Now, who is the supreme? The Attorney General is supreme. Last time
also, the technical question was raised by Shri Pranab Mukherjee, who took up
this matter in this House, that since these two corporations are the creation of
the Acts of Parliament, either it has to be repealed or resolution has to be
brought before this House otherwise it is not possible to proceed further. So,
the matter was referred to the Attorney General and the Attorney General has
given his expert opinion. His expert opinion has also been quoted here in this
House.

And the Attorney General has given his expert opinion on the basis
of two precedents. The two precedents are Maruti case and IBP case and
taking into consideration these two precedents, the Attorney General has said
that there is no harm if the Government decides so.
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THE MINISTER OF COMMUNICATIONS AND INFORMATION
TECHNOLOGY AND THE MINISTER OF DISINVESTMENT (SHRI ARUN
SHOURIE): He has not mentioned either of them.

SHRI N. K. PREMACHANDRAN : | am quoting the press reports.
This is on the basis of a report published in The Economic Times' dated 21%
January, 2002. It has been specifically stated that on the basis of two
precedents, the Attorney General has given such an opinion. That Is
according to my information from this newspaper. This is how Mr. Soli
Sorabjee has opined, that Parliament is not required for HPCL or BPCL sale.
So, the Parliament, the will of the people, the discussion, the consensus,
nothing is being taken into consideration except the opinion of Mr. Soli
Sorabjee. Is it fair, Sir?

Sir, the management, the control, the assets, everything is on
'strategic sale'l A throw-out sale is being done for which the concurrence of
this nation, will of the people, consent of the Parliament is required. So, if the
NDA Government is committed to the principles of democracy - one of the
principles of democracy is the majority rule, when the people of this country,
almost all the political parties differ from the Cabinet having a different opinion,
my humble submission is that either the Government has to come forward with
a Bill repealing the former Acts, or come with a resolution so as to get the
consensus of the whole nation otherwise please refrain from disinvestment of
these two companies. Otherwise it will be the sell out of the national assets
and it will be against the national interest. With these words, | conclude, Sir.

SHRI RAM JETHMALANI (Maharashtra) : Thank you, | was almost
despaired. | thought that independent members never get a chance to speak.
Sir. some criticism has been made of what the Minister wants to do. | heartily
accept some part of that criticism. | shall first deal with that part of criticism
with which | completely agree and | am in full support. Sir, first of all, the
proceeds of disinvestment should be employed primarily for the purpose of
reducing the national debt. That was the main rationale and that was the main
compulsion why we embarked on the policy of disinvestment. Sir, those
members who today say that this is profit making concern and these two profit
making concerns are being disposed of, would kindly realise that this
argument itself is bad economics, bad arithmetics. Consider the mind boggling
overall national debt, the servicing of which
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debt absorbs and takes away 75 per cent of our tax revenue leaving nothing
whatsoever for overall development and development of the condition of the-
poor people of this country. It may be that one or two units are making profit.
But consider that little profit against the kind of outgoings which are necessary
for the Government to keep going because the national debt never reduces
itself. | have said before and | wish to repeat that if the proceeds of
disinvestment are applied to any other purpose, be it even the so called social
sector, according to me, it is a grave breach of trust, if not a criminal breach of
trust.

The second criticism with which | heartily agree is that the entire
process of disinvestment should be completely transparent so that like
Caesar's wife, you are completely above suspicion. | know that Mr. Shourie is
a man of tremendous integrity. | have said it before and | wish to repeat it
again and | hope he will accept this compliment from me. But the duty of the
Government in a matter of this kind is not merely to be honest but as some
Members have said, you must also appear to be totally honest.

The third thing is that when you dispose of an asset, you must make
the process of bidding itself competitive. You must curtail unfair practices.
You must not disqualify some people from participating in the bidding process
on grounds which do not make economic sense. Therefore, realise the
highest possible price and all unfair practices which depress the price which
you obtain at the sales, must go.

Then a point was made by Shri Pranab Mukherjee. In his humility, he
said that he is not a lawyer and he does not want to make a legal argument. |
can tell you that he knows as much law as any Attorney General does. The
very fact that he did not enter into a legal argument shows that he knows that
the legal argument is bad.

Whether or not a Parliamentary approval in the sense in which that
expression is being used is necessary, depends upon the terms of the
statutes. | must say that | have studied both these Statutes, the 1974 Statute
and the 1976 Statute. The first, when the ESSO was acquired and the second
when the other company Burma Shell was acquired. Both these merely are
vesting Statutes which make the Government a sole owner of the assets
which the Government took over and they impose no other obligation,
expressed orimplied, which obligation will prevent the owner of
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the property from disposing of the property in the manner in which any other
ordinary owner will be able to dispose it of. So the approval in the sense in
which it is being contended for, is certainly not required by both these
Statutes. Mr. Soli Sorabjee's opinion is right. | must say that we are all
humans. The previous Attorney General was manifestly wrong on this issue.
When | say that no approval of Parliament is necessary, | am not in any sense
either bypassing or even diluting the accountability of the executive to the
Parliament of the country because there are hundreds of methods by which
the accountability of the executive is enforced. The very fact that
disinvestment is discussed in both the Houses of Parliament and the policy
has been approved, but the only thing is the policy should be honestly
executed and that is being done from day today. They also said that it has
become a ritual to discuss this. The ritual itself is an enforcement of the
sovereignty of Parliament and superintendence of Parliament.

Sir, a point was made that the Committee on Disinvestment, or a
Committee which dealt with this problem has reported that these are two
profit-making concerns and they should not be disposed of. It is true that the
opinion of every Committee is entitled to the highest respect. But
nevertheless, the opinion of 45 Members of Parliament belonging to all
political parties, they are still a small fraction of the totality of the Membership
of Parliament and merely because they by majority or otherwise took a
particular view and even if they took a unanimous view, it does not really
mean that the executive in that sense becomes bound.

Lastly, my friend here has quoted article 39 of the Constitution. Now,
Sir, Article 39 of the Constitution, we should first realise that we are all free
thinkers, we are not Subject and prisoners of any particular dogma and, Sir,
any idea - economic or political - however, powerful that idea and however,
powerful be the persons who originate that idea, ultimately will sway over the
mind of people for some time. Ultimately, experience discloses that the idea
was not such a great- idea, as we thought it to be in the beginning. And, Sir, it
is not a matter of surprise that those, who invented the Avadi Theory of
Economics, are the very persons who realised that something was wrong with
that method of economic management and the fresh winds, the fresh breath of
air came from my friend. Dr. Man'mohan Singh, in early 1990 when | was
sitting on that side and he was sitting on this side and | got up and broke riots
with everybody and applauded the

204



[18 February, 2003] RAJYA SABHA

fresh air that he breathed into the economic thinking. So, Sir, ultimately, we
are all subject to experience. We realise that after 1955, the experience,’
which we have acquired in 40 years, showed to us that the economic
management, under Article 39, did no longer subserve the public good. The
key words of Article 39 are that your distribution of the natural resources of the
community must be so made that it subserves the public good, the common
good. Experience may show that this method of distribution serves the public
good today; tomorrow's experience may say that that was wrong and now we
have to embark upon some other method and that is precisely what is being
done today. And, Sir, is it not today being freely said that if 50 years ago, you
were not a socialist, then you have no heart, but if today you are a socialist,
then you have no head. So, things change, and, Sir, it is no use quoting old
shibboleths and trying to tie down the poor Minister. Thank you, Sir.

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): Shri
R.S.Gavai. You are the last speaker and then the Hon'ble Minister will reply.

SHRI R.S.GAVAI (Maharashtra): | will be very brief, Sir. As has been
said by the honourable Members of the House, but | personally feel that the
debates which took place today, indicate by and large, the consensus comes
that it is not wise to disinvest HPCL and BPCL. Though Shri Sanjay Nirupam
said that it is very difficult that Hon'ble Minister, Mr. Arun Shourie, will hear
everybody, but, ultimately, will do his own. It may be an assault on the
reputation of a particular personality. But, | feel that wisdom may dawn upon
him. Of course, the reactions during the deliberations are rather mixed up,
though not totally opposing, but, at the same time, tracing where is the need
for disinvestment of HPCL and BPCL? What is the logic and rationale behind
disinvestment? | hope that the Hon'ble Minister will reply to the rationale and
logic against disinvestment of HPCL and BPCL, as given by the Members of
the House during the deliberations with the facts and figures. If he does, | will
be happy. Sir, the parliamentary democracy is not a subject of controversy or
any debate. We believe in parliamentary democracy. The supremacy of
Parliament is there; we have unquestionable belief in the parliamentary
democracy. It may be argued that directly or indirect/y, we are taking into
confidence the parliamentary democracy. But, as per the suggestions put forth
by Shri Sanjay Nirupam, there is a provision in the Constitution that we can
seek
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advice from Attorney General. That is true. It should not be a one-way traffic. It
should be both-way traffic. What he read out is a technical one, that the
Government can take decisions without facing Parliament. But it is to be seen
whether the merit of the decision is pro-people or not. That is the outlook of
the Government. If the Government is sincere enough, as per the
Parliamentary Practices and Procedures, they can also invite the Advocate-
General to appear before the Rajya Sabha. He also has a status, in this
respect and he can reply to the deliberations made by the Members of this
House. Sir, my question is very simple. Please tell me the logic, the rationale,
as to (i) how the disinvestment of this company would generate employment;
(ii) how it would bridge the gap between the poor companies and the rich
companies; and you should also address the logical and rational question put
by the Members, that is to say, why we are doing this especially when we are
facing the cloud of the war. It was declared by the hon. Prime Minister of this
nation that we would require to have a bumper stock of the oil during the
period of the war. The war may or may not be there. But what is your plan of
action?

While concluding my speech, | only wish to say, let wisdom fall upon
their head. Sir, the wisdom of repentance is very good and that is the true
wisdom. There is a proverb in Hindi, "TT"T F3 aft? Mt F?r «n"T mrsr Ftcrr
&, <sld<MI* FicTT 711"

Sir, the golden middle point of view is that, at least, as long as there
is Parliamentary democracy, be with the people. And, | quite agree with Mr.
Premachandran; if you are serious enough, then bring a Bill, and bring it
before the nation for a public opinion. You might have an opinion; but the
people outside are thinking otherwise. | quite understand your honesty and
sincerity. But as far as disinvestment is concerned, people are thinking
otherwise. Let us hope that you will not stick to your attitude. Do not be thick-
skinned. Be sensible while taking the decision.

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): Hon.
Members, there are 15 minutes left before 5.00 p.m. But | am told that a
decision has been taken in the BAC meeting that the Minister would give his
reply tomorrow. | would like to take the sense of the House.

SHRI PRANAB MUKHERJEE: If the hon. Minister replies tomorrow,
then, it will be better because he cannot complete his reply before 5 0'
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clock and, moreover, tomorrow, we are not having much business. So, it will
be better if the hon. Minister replies tomorrow after the Question Hour.
Thereafter, we can have the other items of business.

THE MINISTER OF STATE IN THE MINISTRY OF DEFENCE AND
THE MINISTER OF STATE IN THE MINISTRY OF PARLIAMENTARY AFFAIRS
(SHRI O. RAJAGOPAL): There is one small Repeal Bill. The hon. Minister of
State for Finance has to go to Chennai tomorrow. If the House agrees, we can
finish it today.

SHRI PRANAB MUKHERJEE: We had already discussed it in the
BAC to have the left-over business tomorrow. | think, he can depute some
other Minister to do it on his behalf.

THE VICE-CHAIRMAN (SHRI P. PRABHAKAR REDDY): The House
is adjourned till 11.00 a.m. tomorrow.

The House then adjourned at forty-five minutes past four of the clock till
eleven of the clock on Wednesday, the 19" February, 2003.
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