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(c) what ambunt was spant by
Governm>nt for purchasing seals
from th> said workshop durinz th:
year 1951-52 and waat types of seals
were purchased ; ‘

(d) whether th> Director G:aera', !
Posts and Telegraphs,  inspected the |
workshop this year ; and, if so, what |

. |
was his report ; ‘

(e) whether Shri Khurshed Lal,
the late Deputy Minister, inspzcted
this workshop and recommended the |
abolition of the coatract system ; and

Forward Contracts

(f) whether Governm:nt are aware !
of the fact that the contractors get
the seals prepared by artisans at a
low rate aad supply them to Govern- |
meant at a higher rate ?]

THe DEPUTY MINISTER For
COMMUNICATIONS (SHrR1 Raj
BaHADUR) : (a) The number of Go-
vernment servants employed in the
Postal Seal Workshop, Aligarh, is 19,
and the monthly expenditure incurred
on them is Rs. 1940 per month.

!

(b) There are no workmen employ—%
ed by the P. & T. Dzpartmnt. The |
contractors engage th:ir own labouf i
which is fluctuating. ~ The question |
of declaring th: Workshop a factory |
is under consideration. ~When this |
is settled the workers will be entitled
to the amenities under the Factory |
Act. ‘

(c) Rs. 2,75,605 approximately. A
statement is laid on the table showing
th> typss of seals purchased during the |

|
|
!
No. 20.] ;

year. [See Appendix ITI, Annexure
(d) No. The Workshop is not

to be inspected annaully by the Director-
General.

(¢) Shri Khurshed Lal, the late |
Deputy Minister visited the Workshop
in 1949 and had discussions with the
workers and the contractors. He
recommended the abolition of the cont-
ract system.

(f) The rate paid by Government |
to the contractors has to cover the cost |
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of th= materials a3 wall as labour and

. contractor’s p-ofit is naturally highar

than thz rates paid by the contractors
to the artisans.

LEAVE OF ABSENCE- TO SHRI
B. S. VENKAT RAO

Mz CHAIRMAN : I have to
inform hon. M:mbzrs that I have re-
ceived the following letter from Shri
B. S. Venkat Rao :

“I have the honour to state that I am
unwall, suffzring from cold. coagh and fever,
Iam also a diuaabzatic. T am undar m=adical
treatment. 1 may attend the sessions when

| the doctor parmits me to leave my house,
i Therefore I request yoa to kindly excuse my

absence.”’

Is it the pleasure of the Council that
permission be granted to Shri B. S.
Venkat Rao for remain‘ng abszant from
all meetings of the Council during this

| session ?

(No hon. Member dissented.) -

Mr. CHAIRMAN : Permission t
remain absent is granted. :

We go on to legislative business.

Suri P. SUNDARAYYA (Madras) :
Bafore we proceed. I suggsst that the
present tim: of baginning the session
at 10'45, going to lunch at 1, coming
back at 2°30 and proceeding till § or
5-30 is very inconvenient. As we have
been doing last s2ssion I think we can
start at 12 and go on till 5. I think
it will be more convenient.

(Hon. Members did not agree.)

THE FORWARD CONTRACTS
(REGULATION) BILL, 1952

Tue MINISTER ror COM-
MERCE (Sur1 D. P. KARMARKAR) :
Sir, I beg to move :

That the Bill to provide for the regulation
of certain matters relating to forward con-
tracts, the prohibition of options in goods
and for matters connected therewith, as
passed by the House of the People, be taken
into consideration,

s
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{Shri D. P. Karmarkar.]
Sir, I should like to hold the at-

" ‘tention of the House for a little while

because this measure, both before it was

introduced in the House of the People .

and during the course of discussion in
that House, has been the subject of
comment and discussion, and rightly
s0. Before commencing my observa-

tions onr the substantive portions of -

the Bill I should like to dwell briefly
on one initial point for the purpose
of clearing the ground.

Sir, as in all human affairs, there is
a large amount of speculation, in
matters of trade also. There is a
bit of a shady impression connected
with the word “speculators” as such.
But, Sir, I am quite sure that hon.
Members of this House appreciate the
fact that speculation, rightly exercised
and rightly guided, does perform a very
useful function in matters of trade,
and especially so in respect of what are
known as forward contracts. If we
were to be guided by a law which allowed
only what we know as ready delivery
contracts, in the sense that A offers to
buy and B offers to sell and both the
transactions—the contract as well as the
delivery—are concurrent, if that were
the law, it would necessarily lead to a
large dislocation of trade. For ins-
tance, the grower can enter into a for-
ward contract with the primary
dealer who buys his, goods. And
unless there was a time lag, it
might as well be that the grower might
be at a disadvantage. The grower
has not a very large staying power ;
the grower wants advances and accom-
modations.  Therefore, it is in the
interest of the grower that the law
enables him to enter into what is known
as a -forward contract with the trader
who purchases the particular commodity
from him. The second advantage of
a forward contract is this, that such a
contract enables the trader to minimise
his risk. He enters into a contract
with the seller, and if he finds at any
moment that it is advantageous for him
to sell away those goods, he can do so.
That gives him a very healthy freedom.
Then, thirdly, forward contracts,

rightly entered inito and rightly regula- |
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| ted, do also result in a steadiness in
prices. )

Whereas this is what we might call
- the constructive aspect of speculation,
there are d'sadvantages also ; if spacu-
lation were to be allowed to run its own
course unbridled by any regulation.
This speculation has in the past taken
many forms. One particular form
of it which is sought to be banned al-
together is what is known as options.
I should like to invite the attention of
the House to the definition of options
at clause 2(g) in this Bill. “Option in
goods” means an agreement, by what-
ever name called, for the purchase or
sale not of a particular commodity,
but of a right to buy or sell or a right,
to buy and sell. The commodity is
not specified. The commodity may
not be in existence at the time that
the transaction to buy or sell, this
right, to sell] or purchase, is entered
into. It is not actually any transaction

whatsoever, It is only a nominal sale
of the commodity. A enters into a
contract with B and says, “Now, here
is a right to purchase which I want to
purchase from you.” That particular
right to purchase is itself made the
subject of another contract, and then,
later on, after A has acquired the right
to purchase or the right to sell, as the
case may be, he sells that right. He
does not sell the commodity, the agree-
ment between the parties being that
he should have a right to purchase an
unspecified commodity at a future date.
Now, I sell away that right. Such a
transaction is known as satta in common
parlance, or what is popularly known as
tefi and mandi or galli, But these
are the words current to describe what
is known as an option, which is a purely
speculative transaction.

AN HonN. MEMBER : “Gambling”.

Surrt D. P. KARMARKAR:
“Gambling” is rather a crude word to
describe optione, but it is liable to
result in gambling. In fact the effect
of indulging in this type of contract is
what is known as gambling. I should

like to make it clear that this is sought
to be banned by the present Bill.
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I should also like
another technical expression which
has been in wuse recontly. Form-
erly th2re wore oaly two typss
of cn- act, namely,. the rzady d:livery
contract and all thz othar typ:s othar
than thosz covered by th2 expr:ssiyn
“ready delivery contract”. Und:r the
raady d:livery coatract the goodls are
there to bz dalivered and ready to bz
purchaszd. Thnose which weare not
covered by th: term “ready delivery
contract” went in under o012 category.
During th> war, when ths futures con-
tracts were soazht to b regalated for the
first tim?2, there cam?: into vogae what
is knowa as a non-transferable spzcific
delivery contract. Now, this is a
contract for spzcific dzlivery ; that is
to say, delivery maybe, not of the
goods now in existence, but certainly
of tangible goods that are sought to bz
specifically  delivered—not a genscral
description—that such  and such
typss of goods shall b2 d=livered after
a certain date. Now, hon. Mambors
will easily be able to appreciate that such
a contract might be a transferable con-
tract; that is to say, by the terms of the
contract itself it may be provided that
I am entitled totransferit. I have got
a certain right under the contract, and
1 am entitled to transfer it to anybody
whatever.  Then, there is also anothar
category which is evolved by practice,
which we have tried to define here as a
non-transferablz specific dalivery con-~
tract. Now, this contract is a con-
‘tract which in the first instance invites
specific  delivery to complete that
contract. Aand in addition o
that, if you are to go by the face value
of the contract itself, it is a non-trans-
ferable specific delivery contract; it
cannot be transferred. That is the
agreement between the two parties.

gt

to refer to

There has been some discussion in
respzct of including straightway within
the purview of this regulatory law the
non-transferable spzcific delivery con-
tract also, and therefore I should like
to hold the attention of the House for a
momeant and dweall on this particular
type of contract. Now, though os-
tensibly a non-transferable specific de-
livery contract miy bz non-transferable,
there are ways and means by which it
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can also b2 rendered a spzculativa con-
tract.  What is th= precise sigaificanca
of a non-traasferable spzcific d:livery
contract ? Th2 pracisz sigaificance
is this, that that coitraciis a rzal con-
tract. It is not a specalative coatract.
It is a coatract that has to b2 carried ot
by th2 actual fulfilm=nt of th: tarm; of
the contract. Suppysinz A enters
into a nyn-transferable spz:ifi: dalivery
contract with B, what hapnozns ? At
som:tim> or other, A, ifhsisth2 buyer,
and B th= seller, who has to d:liver the
goods to A at a specifi: fusire date, in
addition to that part of the coatract,
A binds himself with B that the contract
will bz non-transferable, that A will
deal with B as par the terms of the
contract. Now, supposz at a later
date both A and B find it convenient,
not actually to carry out th2 terms of the
contract but to make up whatis known
as th= difference. Maybz, A loses
in the transaction ata particular tima.
Now, if A is the loser and B the gainer,
then th: whole transaction may be
squared up by making up ths difference
by onz party to the other—a sort of
compznsation for breach of coatract or
non-fulfilm2nt of contract. And this
kind of transactien might also give
risz to unh-=althy spzculation.

This question has also bzen consi-
dered by the earlier exparts’ committes,
and then, later on, during th> various
stages of the Select Committez, and tha
two views that ware urged bxfore us
were these. Oa2 view was that since
a nnn-transferabls spzcific d=liv:ry con-
tract might also, o1c2 in a while—it
mors or less depands on the particular
intensity of the view that a particular

erson takes—might, though rigidly
worded, lend itself to sp=culation,
it would be safer for us to bring it
within the purview of this law which
seeks to regulate all types of contract.

Sir, it all depends upon how you
put it.. You might bring it under the
provisions of this Act. Since the
article contracted is of a particular
kind uader section 15, the same
notification shall be issued in respzct
of these contracts also, But, how-
ever, in cases where Government find
it proper, they may exempt the noa-

672
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[Shri ) 1 Government can regulate for-
[Shri D. P. Karmarkar.] I Central Gover T -
transferable specific de11v_eryAcontr§1(cts | Kiig\ t;;lsc}lsng 111: Ci(smilrr::gggéfls ?él ?irlllaan
tr('m;ltth: gvlérﬁnevrnogt tltlkllsere Ctté) st;)rli | important, and I should say, a serious
with the P fi h view | gap in the existing legislation on this
:))Vf1 tt;htihe Pi)éf mgz;:) nwtrxoerrrelrvtere (%lgirelrn " subject. While it is recognised that
S \ - -_ H p :
ment thinks it to be desirable, in | forwzilrd .traSﬁrégectgerxlso nilic ﬁ;:efu})f ré)é:
[ose cases, Gboyerrmﬁnihmzy spdg:igé f:?)ugtg lir; is essential that Govern-
it proper to bring a es ecif s ;
contracts within the purview of this. mecrllt should lhave Iiz\g’frsittomgepn 01:
It all depends upon the erfnpl}llasm one g?g:rl;ergtoéltri% b sc;n onat b "or
lays upon the nature of the non- el
transferable specific delivery contract. 325;:;1& dsﬁgerslé?;liﬁ}g . lﬁ:r%%?); é(x)'rxxly
Sir, I shall refer to this point later | in genmeral. As the House is aware,
i like | the subject of ‘‘stock exchanges and
?lrllé h]cg)gf a;dte}glsbr;c;ni%nt;elmxgglggr éhe ; futures 11"(121rkets” is included in the
definition of a non-niansferable specific ’ gruon Lxs:l ;ngrgossegxl‘egr;trly,c (Etxfpgtt:::
delivery contract. It means “a speci- overnments are 1 :
B dolvery gomeac the ighis, or 10 nact leglation, wih repard 1o
iabilities under ich or under any ' forw: X .
delivery order, railway receipt, bill of \ tlsigugﬁges C(;i?;fogg/el)owift) Pég;,
lading, warehouse receipt or any | 1946, sovernmen
other document of title relating thereto | regulate forward trading c_)éllzfi in t;l:;
are not transferable”’. Now, Elheg, 1ghere f\sgtentl;?.llt ngl;élgd;?:; sbpeecx:ezdetin g
is what is known as ‘ready delivery > | : s 1
contracts”, which is alsg defined t%eticls. l<;nlty 1ln0the ca:gyof(‘) tttl:ec;sse ccirtngloiifllgre::
Ishall nottake up the time of the.| but also in m . >
House in reading its definition in de- | fG0r€, clearly n%cesfgr}klx ;\f]l:ttg;e %31;::1
tail. It means that the delivery of the | Government shou e, _De Som
goods and the payment of the price | Which this Bﬂfl see ; gragdli‘;x m
therefor shall be immediate or within | to_ regulate OIWRY . gBom-
such period not exceeding eleven days ball _COIIﬁnodltieS-St tz Svr;:?: . ome
after the date of the contract. Since it dxs | tra):ii:fgti: ggigg rzgulated by
a ready delivery, it has to be a ready ! tra > ;
contract. It has been found that for | State law, more or B}_Cﬁs %‘lhctaheHlolﬁés::
the purpose.o_f conveqxence_certaip types P{OpOSEd n thl; 14l such acrion
of commodities require this facility to | W&U ?PPFCCIZIC ‘that anyodities acon
enable the seller to make the goods | @ ecut{lzgﬂ IErIa cfiau;i (rzﬁgncrzr:n e ld be
iﬁad]ly £cliw‘dalblt<E tolghcl:ht')uy? Sx..ll;lapo;lf, ‘ ?;Eer(: on ancountrgy wide basts, or, in
e goods are for Delhi. {t will take -wid
some time for them to reach the place. \ other words, ZUCh hE\CilogmiaO\lﬁ tg:
But under the contract, it has to be a tCake? ‘iy OGY U-nr rf;l ;ns auThe yConsti
i i entra ove . -
readyﬁ deﬁv;:'ry. L omply mle:}nﬁ : ] tution-makers had this object in view
specific delivery contract which is | e S e O ity
very ¢ non—trans:lt:elzlr:blp spectfic c}ileh— 2 :xb?gctt if]y th: ClUnion List and this
very contract, t is to say, there | Subject in tk )
are certain circumstances under, which Blll_ is intended to implement that
the right may be transferred. These | decision.
are the various types of contracts
Whllf fi this measure proposes to deal The subject-matter of this Bill has
with. -
been under discussion between the
carice and e might be inieresting | inverests concomed for  measly a3
measure and it mi near
to the hon.Tl\lgem%qif to know 5\ éitttle yea;i. ;h?nﬁr}?;bcrifla;frtyoflgl;g Biltl :22
about it. is Bill is- intended to | prepar .
provide a machinery by which the ( circulated to State Governments, the
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Reserve Bank of India, Chambers

of Commerce and various other in-

terests concerned in order to elicit

their views. In July 1950, the com-
ments received from various sources
were referred to an Expert Commit-

tee under the chairmanship of Shri

A. D. Shroff. The Bill was revised
in the light of these comments and
the recommendations of the Expert
Committee, and it was introduced in
the last Parliament in December 1950,
by Shri Sri Prakasa, the then Minister
for Commerce. After a general de-
bate on the main features of the Bill,
it was referred to a Select Committee
‘which revised it further. Since then,
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trade. During the war, Government
had to prohibit futures trading under
the Defence of India Rules in many
commodities such as foodgrains, oil-
seeds, oilcakes, vegetable oils, raw
cotton, spices, sugar and bullion.
After the Defence of India Act ex~
pired, some of these orders, such as
those in respect of foodgrains, edible
oilseeds and oils, raw cotton and
spices were kept in force under the
Essential Supplies (Temporary Powers)
Act, 1946 and similar orders about
cotton seed and sugar were issued
under the latter Act. In the case of

(Regulation) Bill, 1952

" raw cotton only, as hon. Members

the Government of India have received
some more comments on the Bill:

from various
State Governments and commercial
interests. The Bill further amended
in certain particulars to take account
of these comments, was introduced
in the House of the People in August

quarters, including the .
India Cotton Association,

last and was referred to a Select Com- |

mittee., The Bill before the House

is virtually as it was recommended

by the Select Committee which was

accepted by the House of the People.
. supply and their likely éffect on whole-

Now, Sir, as I said earlier at the
commencement of my speech, specu-
lation has its own uses.

In so far ,

as speculation is based on intelligent :

anticipations about the future changes
in demand and supply, it tends to
even out price fluctuations and thereby
makes for greater stability of prices.
Thus, within limits, speculation can
exercise a wholesome influence on
the economy of the country. At the
same time, it must be borne in mind
that, with a few exceptions, forward
markets in India are not yet well-
organised and that, in the past, specu-
lation has been responsible for ex-
cessive fluctuations in prices. Many
of the associations under whose aus-
pices forward trading was
on in the past failed to exercise proper
control over the activities of their
members. In mary cases the asso-
ciations found themselves unable to
take strong action, because the persons
involved were either members of the
governing bodies or were otherwise
holding impertent postions in the

carried |

are aware, a general exemption was
granted, subject to certain conditions,
with respect to futures trading conduc-
ted under the auspices of the East
Bombay.
In view of this past experience, it is
not Government’s intention to effect
any general relaxation of the bans
at present in force on futures trading
in commodities. Cases where futures
trading should be allowed to be re-
sumed will be selected with great care
after a thorough examination of the
prospective conditions of demand and

sale prices and cost of living. Futures

trading will be permitted only in the

case of commodities where this faci-

lity is genuinely needed and will bz

confined to those associations whose

rules, bye-laws and general standing

and experience provide reasonable

assurance that the activities of their
members will be kept under propey
control. Government are aware that
forward markets in India have a ten-

dency to get into recurrent crisis,

mostly due to over-trading, and it

will be the endeavour of Government

to devise adequate safeguards against

this cvil. Regulation of forward trad-

ing, to the extent contemplated in

this Bill, is avowedly a new under-

taking and Goverr ment, therefore, pro-

pose to extend their commitments

in this field by gradual stages and
as experience is gained.

¥

This Bill is largely an enabling
measure and its main features
are fairly simple. Control over for-
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ward trading is to bz exercised mainly
througa the m:dium of an association

or associations to bec recogaised by |

Government. Whenever Government
decide to regulate forward trading in
aily commolity, they will norify the
decision and invite applications from
associations wishing to bs recogaised
under secidon 6. It is our intention
that generally only one association
should bz recogaised for any commo-
dity in any demarcated area. Section
6 provides for the appointment of: a
Governm :nt representative on the gov-
erning body of a recogaised asso-
ciation and also of not more than three
persons, to be nominated by Govern-
ment as members of the governing
body, to represent interests not directly
represented through the membership
of the association. When an asso-
ciation is recognised for any commo-
dity and a notification applying the
Act to that commodity is issued under
section 15, forward trading in that
commodity will not bz allowed to be
carried on except by or through the
members of the recognised association,

and in accordance with the bye-laws |

of the association.

[ COUNCIL |

“For an association, bye-laws form !

the chief instrum:nt of control, be-
cause it is through the byec-laws that
an association regulates the day-
to-day activities of its members, Any
change in the bye-laws of an asso-
ciation or its rules will require the
approval of Government. And, Sir,
in the past, during the course of these
discussions it was brougnt to our notice
that in spite of the agreed bye-laws
being theore, openly the associations
allowed members to square up their
deals in a manner not originally agreed
between them, not certainly in a
manner which might be encouraging.
Sir, such a thing will be impossible
because this Bill provides remedies
for such a transgression of its working
rules by the association. A recog-
nised association, either on its own
initiative or at the instance of Govern-
ment, will have the power, under
clause 11, to impose any restriction
on the activities of its members, by

|
i
\
‘ or under clause 7 even to withdraw
i
l
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way of fixing maximum and minimum
prices, limiting daily fluctuations in

| prices, requiring members to recsive

| margins from their customsrs against
purchases or sales, limiting the volume
of business done by any one member

_or in any -other way. Government

D will have the powers, uader clauses

' 1o, 12 and 14, to am3nd the rules and

i bye-laws of an association and, in

!

emergencies, to suspend the business
of an association. Clause 8 of the
Bill empowers Government to order
an inquiry into the affairs of a recog-
nised association or those of any of -
its members. In extreme cases, Gov-
ernment will have the power under
!'clause 13 to supersede an association

recognition. It is necessary  that
Government should have these powers
to enable them to exercise effective
control over forward trading.

Si:, I would like to refer to thre:
or four other features of the Bill
Firstly, stock exchange transaction
have been excluded from the scope
tof this Bill. Regalation of stock ex-
chang.s raises somswhat different
problems and Government  consi-
dered it best to deal with them by
scparate legislation. Secoadly,  Siy,
| uader clause 19 of the Bill, optioas,
as I said a mxment ago, are to be
prohibited altogether. In an option
wansaction, a maa’s liability is limiced
10 the premium he has to pay for the
rigat to buy or the rigat to sell and
this rigut is not accompanicd by any
obligation to buy or to sell. This
makes speculation a fairly inexpensive
game for persons with small means
| and attracts a large number of out-
siders into the market, because the
i utmost liability there is to pay the
difference or to pay the compensation.
As the Expert Committee observed,
the option business has thus a de-
| moralising effect on the whole trade
and Government have, therefore, ac-
cepted the Committee’s recommenda-
tion to prohibit options altogether.
Thirdly, Sir, “‘noa-transferable speci-
fic d-livery coatracis”, as defined in
clause 2 of the Bill to which I referred
a momsnt ago, are to be exempted
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from the provisioas of this Bill. But
provision has beear made to prevent
any association ocher than a recog-
nised association to deal in such con-
tracts. Noa-transferable specific deli-
very  coatrac.s are coatracis whicn
provide for future d-livery, but are
not transferable from oa2 party to
another. Being oon-transferable, they
are not normally settled by being
offset against one ano her, and
hence this type of contracts is not
goaerally used for speculative purposes.
However, this particular provision had
undergoae several changes from the

time when the Bill was first consi- !

dered by the Provisional Parliament
till it was finally passed in the House
of the People two weeks ago. The
present provision of clause 18(1) is,
but for the proviso, in the same form
as it was in the orig.aal Bill introduced
in 1951. These provisions follow
the recommeadations of the Ex-
pert Committee which had recom-
mended that non-transferable specific
delivery coatracts should be exempted
" from the purview of this measure.
But in the original Bill, provision
was made to bring in such types of
contracts also within the purview of
clause 15. The first Select Committee
had, however, chanzed the position.
The chinge cajoined the Ceatral
Government in cases where no:ifica-
tion under clause 16 had been issued
in respect of any goods or .classes of
goods, to define by a liks notification
. the arca in which a recogaised asso-
ciation may regualate and control non-
transferable specific delivery contracts
in respect of such goods or classes
of goods. It went further than that
in the second sub-clause of clause 18
and empowered Government, where
it considered expedient, to regulate
and control non-transferable specific
delivery contracts even' in areas which
have not been notified under clause
15. The Bill, as it was introduced in
the House of the People, carried these
- provisions in clause 13. But the Select
Committee by a very substantial maijo-
rity decided to go back on the dscision
of the previous Select Committee
*and restored the origwial sub-clause
(1) of clause 8 with the proviso that
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no person shall orginise an association
or that association shall funccion
other than as an association recog.lised
uader clause 15 ia order to regulate
noa-traisferable’ specific d=livary con-
tracts. Naturally, b_cause Government
saw that no harm was do.12 to the body
of the Bill, a provision had to bs put
in not to empowe: Govemmznt to
bring noa-transferabls spacific delivery
contracts within  the competence
of a recogaiszd association in cases
12 NOON. where it was considered
necessary, and sub-clause (3) was added.
Sub-clause (2) of clause 18 has a differ-
ent history. Certain sections of the jute
trade had claimed exemptiol in res-
pect of transferable spzcific delivery
contracts, a position which was made
clear in the dissenting minutes to the
Szlect Commitcee’s Report. Thne claims
of the jute trade were supported by
the Government of West Bengal. It
was originally intended that the ex-
emption clause, which is now clause
28, could be utilised for this purpose
and relaxarions made in special cases
in geanting exemptions. It was, how-
ever, felt in the Select Committee of
the House of the People that the assur-
ance g.ven to the jute inierests had bet-
ter bz putin by a clause empowering
Governm:nt to exempt transferable
specific dslivery  coatraces ia certain
cases and sub-claase (2) of claus: 18 ful-
fils this puarpose. I would like to add
that there was a large amoua: of
opposition to the chaag. made by the
Select Committee of the House of the
People. The opposition largely arose
from the fact of a_misuaderstanding
of the position. The provisions of
clause 13(3) are sufficiently adequate
to prevent any abuse of the right
conceded by the cxemption of non-
transferable specific delivery contracts.
The Government are quite prepared
to gwe an assurance that, should
such abuse exist or come into being,
any demand made for a notification
under clause 18(3) which is supported
by the Srate Government would be
very carefully considered by the Cen-
tral Government. The Government
have not, by accepting the change
proposed by the Seleci Committee
of the House of the People, surren-
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dered the powers to coatrol the abuse
of non-transferable specific delivery
contracts even thouga they have agreed
to change the form in which powers
were vested in Government.

Sir, the hon. Membezrs will observe
that in clause 3 of the Bill provision
has been made for the establishment
of a Commission called the Forward
Markets Commission. In order that
the forward markets in the country
may be kept under close observa-
tion and that Government may have

the necessary expert advice in regard °
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[ mittee might mset once or twice a
| year as the case may be. Its chief
" function will be to review
| the workiag-of th: Act, 1o advise
- Government generally in the ad-
ministration of the Act and suggsst
such chanzes as are necessary from
tims to time to correct the abuses
that have crept in and so forth. Ia the
" opinion of Government, such a body

| might be very useful particularly in

to the various technical problems which
will arise in the course of administering 3

this measure, it is necessary that a '

specialised agency should be created
under the Bill. In addition to assisting
Government in the current adminis-
tration of the Act, the Commission

will also study the wider problem of

improviag the organisation and the
working of forward markets and make
recommendations. The Commission’s
advice will be available not only to

the Central Government, but also to’

the State Governments to which the
Central Government may have to dele-
gate some of their powers under this
Act, Provision has also been made
under clause 25 of the Bill for the
appointment of an Advisory Commit-

tee to advise Government in relation |

to any matter concerning the operation
of this Act. The Advisory Commit-
tee’s functions have been often mis-
taken and it has been considered
by many that an Advisory Committee
is redundant particularly because the

Forward Markets Commission itself

would be advising the Government on
all matters necessary in connection
with the administration of this measure.
The Advisory Committee is really a
consultative committee. The nature
and composition of the Committee
will have to be determined under the
rules, but it will cover a very wide
field of activities in forward markets.
There will be no ban on people who
are actually dealing in forward con-
tracts and even they will be invited
to serve as members of this consultative
committee. It may be that the Com-

the matter of a m=asure of this kind.

The hoa. Members would pzrhaps
have read the Minutes of Dissent of the
Members of the Szlect Committee of the
House of the People. I trustI have
adequately dealt with the minutes in
respect of clause 18 by what I have said
above. The contents of one of the
Minutes of Dissent should parhaps be

C. C. Shah of the House of the People,

|

1

} mentioaed. Itis a point raised by Shri
|

|

who, I am aware, has considerable
experience of the working of the for-
ward markets in his capacity as a
legal adviser to scveral bodies dealing
with forward contracts, It was ob-
viously his intention that the area of
the operation of this measure must be
wide so that there caa be no associa-
tion anywhere in the country func-
tioniag for purposes of regulation and
coatrol of forward coatracts except-
ing an association which applied and
obtained recogaition. Similarly no
person shall be a member of the
association unless it is a recogaised
association. It will virtually mean that
the provisions of clause 15 should be
widened so as to apply to the whole
country and that Government should
permit recogaised associations in parti-
cular places as and when they choose.
The oovernment felt that while it
might be the ultimate culmination which
should _be aimed at, they were not ready
at the moment to undertake this res=
ponsibility. The intention of clause
1§ is that it should be applied to par-
ticular places aad where it is applied
the associations shall be recogaised
associatioas and shall come within the
scope of this measure. As we go on
gaining greater experience, it is quite
possible that the aim that Mr. Shah
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has disclosed in his Minute of D ssent
would be possible of being achieved.

The economic situation in Iadia and
in the world generally has uadergone
a marked chaag: ia the last few
months. In the case of many com-
modities, the earlier inflationary
trend has been sharply reverszd and
considerable  uncertainty  prevails
about the future trend of prices. In
such a situation, the availability of
hedge trading facilities migat be
of considerable assistance to trade in
certain commodities., Government
have already received a request from
the East India Cotton Association for
permission to reopen hedge trading in
cotton. The proposal requires careful
consideration from several angles and
Government have not yet reached a
decision. In Bombay, futures markets
are functioning in castor seed and
bullion. Since, under the Constitution,
futures trading is a Union subject, it
is desirable that the Central Govern-
ment should be invested with the
necessary powers as early ds possible to
secure co-ordinated action in this ma“-
ter. The House will appreciate that
even if futures trading were to be
allowed only in the commodities, I
have just mentioned, the task of re-
gulating it would be of sufficient mag-
nitude and importance to justify the
setting up of the machiner, contem-
plated in this Bill.

Sir, that is about all I have to say
by way of inviting the attention of
hon. Members of this House to .the
salient facts of this measure. I took
the liberty of speaking at this length
because 1 thought if the essentials
of the Bill were grasped, it would
be easy forsthe Members to
deal with the various points. The
intention of this measure is to regulate,
not to ban, all forward contracts.
Firstly, the contracts ofa purely specu-
lative nature have been excluded
and they have heen banned. No
person would be free to eater
into such contracts. Secondly, regu-
lar associations recognized for the
purpose will be in a position, under
certain circumstances, in notified areas,

[ 2 DEC. 1252]

|

{Regulation) Bill, 1952 684

to carry on transactions of this nature.
Tairdly, such associations also have

© not been given, absolute freedom. Gov-

ernment have thougat it proper that
it is very necessary that those very
associations will require the popular
will and so we have takea care to see
to ic that those safegaards are ex-
ercised firstly by regalation of the
bye-laws of such companies because
it is the bye-laws that w.ll be effective
in -directing the affairs of the parti-

¢ cular association in a healthy or un-

' not sougat to go very near it,

healthy manner ; secondly, by way of
taking action even to the extent of
suspendinagz the operation of its work
by par.icular associations because an
association  consciously or uncon-
sciously may b= doing som>thing which
is not desirable from the point of view
of fulfilling the purpose of this legis-
lation. Fourthly, I should like to
invite the attention of this House
to one salient feature of this
particular measure. We have not
sought to go far with it and we have
We
want to learn by experience ; we want
the couatry to learn by experience.
As Members are aware, trade is a
subject which has to be handled with
great care. While our object is certainly
to stop unsocial speculation, at the

‘same time it is not our intention in

|
|

any manner to obstruct the free flow
of trade. Under these conditions, Gov-
ernment felt that this measure is a
measurc which does mnot go too
far, which does not go too near
and which would take a definite
step in the right direction and with
the tull co-operation of the people and
the great mercantile community, will
make progress and may be in a short
time, it may be possible for us, when
the full implicasions of this matter
are understood by the people con-
cerned, it may be possible for us
to take another stride forward com-
pletely climinating the unhealthy effects
of speculation which might result in
harmful effects to the country.
Sir, I move.

Mr. CHAIRMAN : Motion moved :

That the Bill to provide for the regula-
tion of certain matters relating to forward
contracts, the prohibition of options in
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goods and for matters connected therewith,
as passed by the House of the People, be
taken into consideration.

Surt B. GUPTA
Mr. Chairmay, it isin the very fitness

of thing, that this first elected Parlia- !

ment should have directed its attea-

tion to this question of speculation

that goes on in the country. But
the regeet, is that the present Bill and
its proposals, instead of striking at
the very heart of sp=culation, seek to
justify it. And the hon. Minister has
put it that speculation, if rigatly

exercised and correctly gaided or som=- |

thing like that, has a very ben>ficial
function to play. That has been
the point of view of the business
world in India. Somz of them said
that it is the trade on int:lligeat
anticipation. The lzader of the Hindu
Mahasabha, while spzaking in the other
House,
trading and speculation brougit beae-
fits to the industry and the consumers
and many men of business got up to
1lend their support to this great cause
of speculation provided it was, as the
‘hon.  Minister would have us
believe, rigatly guided and wisely
-exercised. Now, we don’t share these
points of view because we don’t feel
that it is at all a beaneficial thiag to
have 'this kind of speculation in the
country. We have had ample ex-
perience of this spzculation during
the last two decades and we have
come to realize the commoda man has
come to realize, whether he be a primary
producer or be he a consumer—that
the speculation ruins the producing
classes, the agriculturists; the specu-
lation fleeces the consumers; the
speculation or forward contracts, if
youlike, ruins and smashes the small
men in the trade and industry and
at the same time it concentrates the
power of wealth in the hands of a
very limited few who begin to do-
minate the economic life of the country.
It is futile to escape from the realities
when they are knocking at your door-
step almost every day. The hon.
Minister in introducing this measure
did not take into account those grim
realities probably because that did
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| not suit the interests of those people

. who stand behind the party in power.
: Now what is this business of forward
' trading ? We are not here concerned
| with the kind of contracts that nor-
mally take place in a civilized society.
‘ The contracts are there and there’
may also be a lag in time between
i the sigaing of a contract and perform-
ance of it. This is very normal but
here in India we have come across
what we call forward contracts—they
have acquired a special conuotation
in the context of our economy and.
these contracts are dowaright specu-
lation. There is a claim on the part
of the Government that they are
going to guide the misguided and
control the uncontrolleble. Now it
may be so, but what we really know
| from our experience is that you can’t
- possibly control a social sin, a social
injury, let loose in the economic field
by this kind of platitudinous measure
which would mean nothing in prac-
i tice. Now, what are these things ?
We see that in our society, forward
trading has started in certain commo-
dities, for instance, in jute, cotton,
oilseeds and other things, which are
produced by millions of agriculturists
spread all over the couatry who, as
the hon. Minister himself said, have
no staying power, who live oa the
border line of starvetion and who are
absolutely up to the neck in debt and
who are left to the mercies of economic
situations over which they have no
control. These are the people who
actually grow the wealth of the land,
who produce these things. These
things have, naturally, to be disposed
" of ultimately, some in mills and in
| some cases by means of exports. So,
on the one hand, you have the pto-
ducers of these commodities and on
the other hand, you have the ultimate
consumers. The consumers of some
of these commodities, like jute and
raw cotton, are just a handful of people.
There are about 400 textile mills
in India and there are about 125 jute
mills in the country. These again
are under the control of a number
of managing agents. In fact, they
are shared between a number of
families and ‘Houses’ as they are
’called. There are the British, the
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Birlas, the Dalmias and similar other
houses which stand behind the Cong-
ress. These are powerful people in
the sense that they have the tremen-
dous force of wealth at their command.
They are actually behind it all and
there are other financial—if I may
say so-—financial sharks. They are
a handful, but they are in a position,
by virtue of their pre-eminence in the
economic set-up, because of the wealth
they possess, to control the entire
organism. They, no doubt, have their
agents in various places and they
control the markets through the tele-
phone. They function through the
telephone, from Calcutta, Bombay and
Ahmedabad. From these places they
contro] the cotton market of the whole
of India. They determine the fate
of the producers of cotton—and all
this over the telephone. If you go

[ 2 DEC.

to any of these places, you will find ;

how the whole arrangement functions.
They actually take no part in the
production of the commodity. Some
of them, of course, take interest as
industrialists ; but some of them
are there as mere speculators. These
speculators are not even industrialists,
they do not even own a mill, but they
control the market. Against these
people, these people who form the
financial oligarchy, buttressed with
power, buttressed with all kinds of
things and most certainly with their
command over the wealth of the
country, we have the producers, the
producing classes, the poor agri-
culturists. Now, naturally, when the
harvest comes in—even before the
harvest  comes in—the agricul-
turist is under their power. The agri-
culturist. has to sell his produce and
he rushes to the market to sell it
as speedily as possible in order to
make his both ends meet. As we
know, whatever he has, he has to sell
and he gets very little compared to
the costs of what he has to buy. It
is a well-known fact that the prices
of agricultural products do not keep
pace with the rise in price of other

l

commodities which normally the agri- |

culturist consumes. So, naturally,
he rushes to the market and there he
is preyed upon and he is ambushed

by the financial sharks, by their finan-
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cial agents. They enter into contracts
and they rob the agriculturist, so to
say, and he is made to sell his things
at whatever price he is dictated to by
the financial bosses, who sit some-

1952 ]

where in Calcutta or Bombay or
Ahmedabad. These poor people
do not know what  happens

to the stock exchange they know
nothing about the trends in the markets,
they do not even read newspapers.
They live in complete darkness.
Among these folk all kinds of stories
are spread so that they might sell
away their products. And when they
sell, they do not sell in the sellers’
market, they sell actually in the buyers’
market. This is what happens in our
country, because of the manipulation
of speculative forces. That is how
things are cornered by these agents.

Then come some “‘intelligent people’
to display their intelligence. After
this initial robbery “these intelligent
men” come to try what is called
their intelligent anticipation.  After
this initial robbery then, of course,
all kinds of speculation take place
between these people. Whether they
are clubbed together in associations or
not, is immaterial for us, because they
carry on the business among them-~
selves to their mutual advantage. It
also happens that some of them lose,
but others gain. But the sum total
of it all is that some people always
get the benefit, though the number
of gainers may progressively diminish;
they have the monopoly. And this
is how the monopoly comes into the
picture.

-

Here we also find that some of the
industrialists have become speculators
and some of the speculators have
turned industrialists. That is how
their interests begin to overlap. We
have such instances in Bengal. Sup-
pose Mr. X is an industrialist and he
owns a number of cotton mills, shall
we say, in Calcutta. He starts specula-
tion or what they call futures or forward
trading and he buys some cotton at
a certain price. If the price of cotion
shoots up, he sells off the cotton and
makes more money., Butif the price
falls, he straightaway uses the cotton
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in his own mill, as an industrialist.

He thus becomes a sort of consumer.

It is a case of “Heads they win, tails

they do not lose™. That is the logic

-of these industrialists-cum-speculators.

——

Because of these reasons our indus-

try has got very much inter-twined '

with the speculating classes. It is no*
the normal development that you have
had in the early last century in Europe.
We find here in our country industry

gradually getting inter-mixed with the '

speculating classes and, abnormal trends

and tendencies are beginning to operate |

and dominate the field. Naturally,
in a situation like this, the interests of
the consumers are thrown to the four
winds. The interests of the workers
are given the go-by and it is only the
interest of the big money that is looked
after with meticulous care by these
intelligent persons who believe in in-
telligent forward trading. This is
how things go on. As a result of all
this, we find a crisis taking place.
Suddenly there is a break in the market;
there i3 a collapse in the market and
there is no certainty about anything.
Nobody knows where he is living,
because he is living in a mad world,
thanks to these business people. But
behind all this madness there is a
method. This is what is called for-
ward trading. If you go South, you
will find that before ths War the price
of pepper was about Rs. 125 per candy
or about 472 Ibs. By 1950 the price
had gone up to Rs. 4,000 and, who got
the benefit of this rise ? Not those
people who toil in the fields and work
hard to produce the commodity ; the
benefits went to these speculators who
function under the colour of forward
trading—financial concerns like the
Volkart Bros. and various indigenous

concerns and financial houses who |
change their names as they operate in |

different States. They are so elusive
that it is difficult to catch them., These
are the very few people who grab
these things and they export the com-
modity outside. Government got
its share of revenues in export duties
and also perhaps collected some more
in income-tax and all that sort of
thing. However, these people who

~
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| sold these things in the foreign markets
made lot of money ; but, those produ-
| cers who had always been denied in
\ the past, did not get the blessings of,
shall we say, the boom in the market,
! as far as that particular commodity
| was concerned. How can they possibly
! know the market position ? After all
they are still in the dark, they do not
read the speeches and they are deli-
berately kept in a state of backwardness.
They do not know that the Korean
| War has started and somebody has
taken to stockpiling somewhere. They
| do not know that our Ministers are
for converting the deficit in the balance
of payment into a surplus, by heavy
exports to feed the American War
machine. How could they know all
this kind of thing ? Once this kifd of
thing is started, naturally the finan-
ciers speculate and get big moneys,
but the other people are left where
they were and they are fleeced. This
is how this thing has been manipulated.
In the olden days, before the parti-
tion of Bengal, we had what was called
Phatka in our parts.

Suri GOVINDA REDDY
(Mysore) : What does it mean ?

SHR1 B. GUPTA : The agriculturists
were left absolutely helpless and they
became a sort of a pawn in the whole
game, they werg reduced to that
status and that happened alongside
with economic robbery and plunder
carried out in the name of forward
trading. We found, Sir, in Bengal, big
financial houses developing and you will
find, Sir, that almost every big business
house in Bengal has got this double
role : On the one hand, it has got
certain business, sometimes genuine
. business and sometimes a sort of second
| line of defence against odds in the
| speculative market ; on the other, it
\ carries on speculation. We find, in
any case, big businessmen getting
| inter-twined with this kind of specula-
' tfon and they become more or less,

identical if you will just try to ascer-
i tain their names and numbers. Now,

Sir, what has happened. Some busi-
| nessmen who were at the bottom,
’ people who started with very small
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capital, industrialists who could not That story is not told when they recite
operate in the face of fierce competi- ' those judgments from the United States
tion not only in India but also in the | Supreme Court, when documents or
markets outside, are getting smashed | certain books dealing with specu-
gradually. They are being elbowed out ' lation in the United States is referred
of the industry and the market alto- | to. I want the hon. Minister to go
getber  Therefore, let it be clear that | into the other side of the story and see
thic business of speculation is some- | how the speculation has brought about
thing which annihilates, whatever it | ruin on hundreds and thousands of or-
may be in respect of the man at the | dinary common industrialists and busi-
top, the small men in the trade and it is | nessmen in the U. S. A. and how over
not in the interests of anyone who- | their ruins had been built big financial
soever including small industrialists. : houses which dominate the world today.
We are a country which has got a vast | After that, I hope, our small industrial-
number of small industries, somehow or | ists would ignore one-sided examples
other carrying on, they are living a hand- | as justification for speculation. There-
mouth existence. Now, these people ! fore, what we need here today is com-
are getting eliminated. We found, | pete banning of speculation. I am
Sir, immediately after the War, in | glad that Government, after five years,
Bengal, a large number of industrialists has come to realise that ‘options’ are
collapsed. The speculation is so in- ’ bad and that they have at last legally
fectious and, Sir, once you go to Dalal | proposed to ban it. I do not know
Street or Lyons Range, you would feel : whether in practice it will be so because
that you are affected by some kind of | in Bombay the options are still going
hilarious enticements of that area. | on. You can ban many things in law,
These people got a little infected and | we have got many control orders and
how could they stand in that business, | we have got legislation to check pro-
in that speculation when there were | fitcering and black-marketing, but one
big businessmen like Birlas, Bangurs | thing 1is clear—and I hope the hon.
and Jaipurias, etc., who dominate the | Minister would not deny—that the
speculation market in our part of the | black-marketing today is perhaps the
country. I do not know whether they | most flourishing trade, it 1s something
have learnt anything by their experience, | which is being longed for by many
but they will tell you a tale of their . people at the top. This business
sorrow and misery, if you ask them. | is going on and it has not been checked
This is one of the points that I want to | despite all rules, regulations and control -
press here. . orders. Itis not a question of merely
T : passing legislation ; it is a question of
Therefore, let us not talk about this | dealing blows at the financial oligarchy
thing. It is a most unhealthy deve- | that is responsible for carrying on this
lopment. It does not show the strength . kind of thing, that is responsible for .
of our economy ; on the contrary, p]unglng the country into this kind of
this forward trading or speculation, | economic disorder and chaos. There
which is just a cover and screen, | is no proposal in this six-chapter Bill
shows a degeneration of the capitalist | to deal with this. That is because,
economy of today. Now, our indus- | they start with the assumption that
trialists think in terms of speculation. | speculation is something good. Some
1 know, Sir, that they will immediately | people have done wrong things, have
quote the U. S. A. where speculation | abused speculation and they are going
is rampant and where the Supreme | to take some measures to regulate them
Court is supposed to have given its | so that we pet all benefits out of it.
blessings on this business of specula- | Now, this is a thing which, to my mind,
tion. But, it is useless to tell us about | seems utterly preposterous when we
U. S. A. because we know, Sir, what
has happened there. In the U. S. A, “ of the business of speculation.
f
|

hundreds and hundreds of small : .
businessmen had been ruined under Now, they will ask, “How then would
the crushing wheel of that speculation. you maintain supplies to the indus-

have already got our own experiences . -
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tries ?” We have an answer to it.
It is understandable that industry
should have certain sources of supply
of raw materials, that our export
trade should be legitimately conducted
and such conditions should be accepted
as are in the interests of our country,
as would get us foreign exchange,
whether itis dollar or sterling or
something else. Today, our export
trade is directed to somebody else’s in-
terests and to help the stockp:ling and
all that sort of thing. Now, Sir, how
would you maintain the supplies ? It
is possible, Sir, if you break away
from that kind of out-dated, rotten
and subversive  channels—I say
subversive  because it subverts
normal trade channels. Suppose
we had, producers’ co-operatives
spread all over the country, Through
these co-operatives, the industrialists
can get their supplies and also the
genuine exporters, properly authorised
for export can get their supplies. It

may be done that way. Similarly, on |

their side also. the industrialists, the
consumers and those people who carry
on export trade, can have their own
co-operatives, so that they can enter
into agreements. This will be quite a
different thing. Here, there will be no
. trade in futures ; here, there will be no
question of speculation. We shall
know the requirements of our industry.
After all, the textile mills are very
tangible things. There are looms—one
can count them and can also estimate
gheir production. We can, after taking
into account all these things, say how
much cotton we require every year for
keeping our mills running, Asecord-
ingly, we can negotiate with the pro-
ducers’ co-operatives so that supplies
can be maintained. Naturally, the
supplies will have to be made all-round
the year and all these arrangements can
be made. Therefore, Sit, common
Boards can be created so that these
things are negotiated with the interests
of the producers and the industry and
of the community in view, where the
interests of the producers are con-
cerned. Probably the Government
would not accept this thing, this idea
of co-operatives. Willy nilly, some of
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them, and some very consciously get
( into the trap of the speculator,

This speculator, I do not know, how
intelligent he is, but he is certainly
' avery shrewd fellow. He knows how
| to talk to the Commerce Minister. He
knows how to touch his heart, because
| he has got the golden means of touching
L hearts.” Therefore, Sir, I am getting
little relief from these people who pass
this kind of legislation, which is futile
—the embodiment of futility in
practice, as it will prove. You say that
youare planning. The Government are
telling the country day in and day out
that everything will be based on the
plans. On the one hand, there is all
this talk about the plan—you are sup-
posed to be planning for the country—
and on the other hand, we find that there
is a kind of worshipping at the temple
of speculation. They are moving in
contrary directions. All these plans
| are there merely in order that the
people at the top may not be disturbed.
| Allthis is a matter of show to the public.
Thatis the truth. That is why they are
" ostensibly banning options. I am glad
. they are banning it. But they are not
“ banning speculation at the same time.
This approach is totally misconceived.

This document, first of all, starts
with the short title etc., and then
‘Definitions’—as though all that we
need do is to define certain sections,

| certain things, certain matters, We

i have no dearth of definitions. We

J have been making and giving definitions
for a long time. Under this Act, we
have to give some definition, at least
some very good definiti>n i1 the inter=
est of the people.

The second chapteris ‘“The Forward
Markets Commission”. A Commission
will be appointed and its functions have
been enumerated here. In this chapter
there isno indication that the growers’
interests will be safeguarded. Some
people—experts as they are called
because, if one is not found to be expert
in any field of public work, then he s
always found to be an expert for a Com-
mission in Delhi and such experts are
always available. Experts may come




3

Forward Contracts

695

and expgrts may go, but what will they
do ? They will keep the

[ 2 DEC.

forward

markets undzr observation and draw

the attention of the Central Govern-
ment or any other prescribed authority
to any developmeat taking placé in
India. He will collect, and whenever
the Commission thinks it necessary,
publish information regarding the rrad-
ing conditions in respect of goods etc.,
etc. These will be roughly the func-
tions of the august Commission that is
going to be appointed. Now, Sir, we
have had a plethora of Commissions in
this country. They have come and
gone, but the conditions of the people
have become worse. I do not know
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Minister, obliging as he always is, will
no doubt issue the certificate at the
earliest possibls reference. Now Sir,
these associations have been given
plenary powers. Ifthe Government is

‘of opinion that any recognition granted

to an association under the provisions
of this Act should, in the interest of
trade or in the public interest, be with-
drawn, the Central Government has

. even the right of taking away the recog-

how much this Commission is going -
to cost the public exchequer, but I

know, Sir, this will not stop—will not
even touch—spzculation at all.

Th's | are any less clever persons than many

Commission which is going to be ap- -

pointed may be a good show, to make

something to stop the abuse, but in
effect it will be a useless body, main-
tained at the cost of the public ex-

chequer, because, on that body not-

even the genuine interests of the pro-
ducers and other people—people who
may not have intimate knowlcdge of

nition. I know all that. But it is
these speculators who will formulate
the rules, Sir, the principles, the code
of behaviour for the trade. It is these
gentlemen "having their knowledge and
experience—knowledge  which  has
brought about so much ruin to our
country—who shall formulate the laws
and the bye-laws and I do not think they

of our Ministers and Deputy Ministers.

ARE  They are past-masters in evading laws;
it known to the world that you are doing |

they are past-masters in formulating
rules and regulations, whereby they can

. escape certain legal restrictions and con-~

the wiles of the market, but who may .

have sound common sense but have

!

that measure of public spirit which will '

ensure good and hard work—will find
any place.

Then there is the question of recog-
nised associations. The association
will be composed of the very genile-

. place.

men who are carrying on waat they call -

trading on
These gentlemen will comprise the
Commirtee and the Government will

intelligent anricipations. '

naturally extend its recognition to that '

particular Committee and make them

acceptable in the order of precedence '

in the Durbar of Delhi. That we can
understand. But how does it help the
growers ? How does it help the

countrymen, the common man ? How .

does it help the coasumer ?
no indication whatever that these in-
terests will be represented. The asso-
ciations will be more or less renamed.
“Those who form an association will
apply for a sort of certificate from
the hon. the Minister, and the

46 C.S.D

There is

trol orders, and they will raturally
arrange their house in a manner thatwili 2
suit them. Probably the Miunisicr will
say : We will try to check, we will
find it out when it go»s against the
interests of the countryv. From what~ _
ever experience we have of our hon.
Ministers, we would not feel very
optimistic about such a statement.
Because we find that it is the Minis- :
ters’ laws that change when any -
coalescence between the Ministers and
the gentlemen in the trade takes
When there is this unholy
coalescence between the two, the laws
that change are the Ministers’ own
laws and not the laws of the big busi-
ness associations. Therefore it gives
me no hope whatsoever. ’

Then again we find something has
been said about the non-transferable
specific delivery contracts. Sir, every-
body knows and certainly the business-
men—some of the hon. Members have
got very good experience of business—
know that the non-transferable specific
dclivery contiacts con, in Ireny Casces,
be turned into specific delivery con-
tracts. The word ‘“non-transfcrable”
can be eliminated. ‘Take for instance,
a contract between A and B, which is

v
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[Shri B. Gupta.]
not transferable. You can easily make
it transferable by endorsing, just as
you do in the case of a bill of lading or

a railway receipt, or by authorising |

somebody to receive the goods on be-
half of A or B. These  things are
frequently done in the country.

Surt C. G. K. REDDY (Mysorc) :
Just import licences.

SHrl B. GUPTA : Yes.
a case in point. These things are
. usually done. I do not waht to go
into the legalistic details of the matter.
But let us be clear on one thing. When
you leave this kind of thing out you at
the same time create a situation in
which these contracts will also be used
for frustrating whatever little interrions
you may have in this law. They will
be abused for speculation, as they have
always been in the past. Therefore,
there are some people who feel very
strongly about this matter. I am not
going into it.

When the crax of the matter has not
been satistacto ily handled, when the
business of specylation has been left in
its place, it is polntless 1o argue with
the Government, with regard to the
details. Therefore, I am not going into
it. We know that these non-transfer-
auic specific delivery contracts will very
easily become speculative, whenever
speculators desire them to be so.
Speculation on them will go on
merrily, as it is going on today.

There are certain penal provisions in
the Bill. The offonce has been made
cognizable. We know that when the
real problem has not bzen handled, this
kind of provision will no more frighten
the speculators than did the various
other , control measurss, that exist in
the country, frighten the profiteer and
the black-markercer. In fact. when
such measures are passed. when these
regulations are passed, when these
penal provisions are declared from the
housetops to the business community,
it becomes a kind of joke among them,
tccause they know well how they can

.
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evade this kind of measure and frustrate
the processes of law. Therefore, if the
hon. Minister thinks that he is going to
frighten the business community and
the speculators by this kind of penal
measure, he will not succeed, for the
simple reason that the traders and the
speculators know that their basic posi-
tion remains unaltered and that they
can carry on as before. I wish we were
in a position today to give our uncondi-
tional support to a measure which would
go all out to crush speculation in the
country. There is no such measure
before us. This measure is good in so
far as it bans options. At best it is a
measure which only proposes to control
and regulate speculation. I can tell
you from what experience the people
have, from what experience I have and
others have in this House, and I hope -
my contentions will be borne out if my
hon. friends in the business, multi~
millionaire friends, will make a little
confessional statems=nt here, that these
measures will not serve any purpose
whatever. They will become a joke
and will go down in history as yet
another law which the Congress made
to save its face and not for the abolition
of social injustice. Therefore, I hope
the next Bill, if they are at all contem-
plating it, would come very soon before
the House, and that before preparing it,
they will consult not merely their ex-
perts—we do not know those invisible
experts—but popular representatives
namely the representatives of the trade
unions, representatives of the kisan
organisations, regardless of party and
political affiliations. Let all parties
come and sit round a table and discuss
the problem so that you can evolve a
m>asure that arises from the live expe-
rience of suffering people and that does
not arise from the brainwaves of this
or that expert. After all, these top heavy
experts have produced nothing in the
country today. Let the Government
have the courage to go to the people,
talk to their representatives, take counsel
with them. And I hope the time will
come when they will begin to cultivate
the language of-the common people and
not give in to the language and accent
of the speculators and other social
criminals that have led our country to
utter ruin and degradation.
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Surr C. P. PARIKH (Bombay) :
Mr. Chairman, I support this Bill, ani
I congratulate the Minister for Com-
merce and Industry on cmbodying

[ 2 DEC.

certain provisions which will reduce .

speculation or unhealthy trading to
the minimum.

But tefore I make any observations
on this Bill, I would say that this Bill
is of such importance that it took four
days in the Lower House.

and a Joint Select Commitiee was
appointed. Now, if this House is to
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on, then this House will ke a tame
affair. Yeou Sir. being the Chairman
and guard.an of this House, will, T hope, -
tak: up this matter and press it on with
all vour influence.

Surr B. C. GHOSE (West Bengal) :
Bills also should originate in this Ho ise.

SHrI C. F. PARIKH : I am coming
to that. The Constitution provides

" that Bills can be introduced in this

In the last -

Parliament also this Bill was debated . conrribute to the discussion, such Bills

exist and is to exercise any influence, I

must say a Joint Select Committee, in-
cluding Members of this House, also
should havc been appointed. .The
Commuttce should have included Mem-
bers of this House also.
is also composed. of various political
parties, and some members of the party
in power are in the Cabinet, and some
of them may have been elevated to the
rank of Ministers.  There are also
members of other partics and also in-
dependent members. Some of the

This House |

Members opposite are also persons of

eminence and their opinions are held in

high cstcem by the party in power as

as well as by the country.
should have been referred to a joint
committee of both the Houses. If that
is not done on mcasures of such im-
portance, I think this House will gra-
dually lose interest and those persons
who want to contribute to the dis-
cussions will be tired of attending this
House for a greater number of days.
These persons can contribute to the
betterment of the nation in so many
other ways. If mcasures of this des-
cription are brought bcfore this House

This measure |

I

|

House. But I see thit no Bill of any
importance is introduced in this House.
If hon. Members of this House, who are
selected by the various interests, are to

+ should be introduced in this House.

The high level of debate thit will be
contributed by this House will. I think,
be an eve-cpener to the other House
to show how things arc conducted in
this House. Therefore, some of the
Bills may be introduced in this House.
It is no use bringing all the Bills in the
other House first and then bringing
them before this House for our con-
currence or our remarks after the matter

has become stale. W heit-we—.make

suggestions on such Bills, it is too late.

[

With these observations, I will now
proceed to the debate on the Bill and to
the observations which the hon. Mem-
ber, Mr. Gupta, made. The wholz of
his speech consists of an attack on the
speculator and on speculation in gene-
ral.  He suggests that speculation
should be abolished in this country.
He has used some abusive words. He
has used the harshest language possible
against speculators. I agree with him,
and I will use morc abusive language if
it is necessary, because I detest specu-

+ lation if it is carricd on against the in-

| terests of the country.

in this way, this House ultimately will :

have to be abolished. So. in order that
proper opinion of both the Houses
should be assessed, which the Consti-
tution provides, it is necessary to have
a Joint Seclect Committee in which

Members of this House should also be

includ=d.
ture.
Even there the Members of this House
are not included. If this process goes

This is not the first dcpar-

The Estate Duty Bill is thera. |

Bur that is not
the remedy. In order to control specu-
lation and bring it into healthy trade
activity this Bill has been brought.
If he had looked at it from this angle,
then he would not have indulgzd in the
remarks in which he has indulged.
Till nox trade was left free all over
India to do what it liked in matters of
contract. This is the first Bill of its
kind brought forward by th: Central
Government which tries to bring under
contro] all the illegitimate activities

. which run in‘o unhealthy trading and

—
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(Shri C. P. Parikh.]
unhealthy speculation. But healthy
trading is not speculation. You have

to differentiate between what is healthy
traling and what is unhealthy trading.
If the cultivator wants his full price,
then healthy trading w'! Ye nec _sary,
otherwise the cultivator will suffer and
the consumer will also suffer

Sir, I want to make this point clear,
because our country is a producer of
agricultural commodities to a large
degree. And among the agricultural
commodities, cotton, jute, oilseeds and
other crops are the mainstay. Now,
these are the crops which are marketed
in a period of three months. While the
consumer or the manutacturer is able
to take delivery within a period of twelve
months, within these nine
somebody has to take care of surplus.
Who will take care of them ?

care of these commodities ? The pro-

has no resources. The consumer is
unable to buy becaule he is buying from
hand to mouth. The manufacturer

also cannot take care of the commodlitics, |

because he has to store the raw materials

Would |
the consumer or the manulacturer take |

[ COUNCIL ]

- as well as the finished goods and cannot
also take the chances of fluctuation in

“prices. Moreover, funds will not be
available with him. There may be
wide changes in the
demand because the factors are beyond
our control and also owing to the fact
that our crops are dependent on weather.
Weather plays a great part in our
country. Many of our areas are not

irrigated. When our crops are not irri- |

gated, they are subject to the vagaries
of the weather. We see that in some
cases the anticipated yield of the crops
varies from 4 annas to 20 annas.
are dependent upon the monsoon.

Thercfore, there is a great change in the |

price on account of the weather. Then,
we have the international market
changes. The influences that work in
the international markets or the changes
that occur in the internctional markets

These |

international |

are Leyond the control of the State or

the manufacturer. Thercfore, we have
to try and sce how these commadities

i ing speculation in the scnse of un'
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could be brought under proper market-
ing. We have a'so to reconcile with
the agency of the middle-man. T shall,
in this connection, refer to the special
instance of cotton. It produces forty
lakhs of bales and i i3 worth more
than 160 crores. Here, the middle-
man has to employ funds for a period
of nine moaths an ' we have to find
a numbcr of middle-men to do so,
because our savings are only limited

| to the extent of fifty crores available

in the channel of distribution. We can-
not therefore easily find the means to
market this 160 crores worth of cotton.
When a number of people put in their
resources and make efforts to market
it, then only the purpose will be served.

I have to point out to Mr. Gupta

. that an agency should be created to
months -

handle these goods and if this is not
done, only the cultivator will suffer
and nobody else ; because, the pro-
ducer, when he has to sell his goods,

| has to do so within a period of three
ducer is incapable of doing S0, becmsc ‘

he has no means. 'The Teuirist is
QL 15 on to do so, chuaSP he

If he has to sell within the
three months sometimes he sells a
long time earlier in the market. The
middle-man has an intelligent antici-

pation. *He knows what the cost of
production is. And he will not buy
and the producer will be put to diffi-

culty if the prices offered are below
the cost of production. Now, the
prices rise mostly after the marketing
period, unless there are other causes
or international factors. At that time,
whatever happens between the mer-
chants and the middle-men, the produ-
cer does not come in.  And there is the
legitimate cry in our country that the
magimum prices which are ruling are
not available to the producer. That is
so because the prices remain low
within the first three months. The
producers know that they are not get-
ting the right price for their commo-
dities. They are getting only the
minimum price in spite of the market
fluctuations. What T would say is that
the wide fluctuations which are hap-
pening in the market should be con-
trolled. If my hon. friend Mr. Gupta
says that the Governmént are not
taking steps to contro! speculation, I
do not agree with it. This measure,
though it seeks to provide for prevent-
“lthy

months.
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trading as the hon. Minister said, what
he meant by speculation was unhealthy
tradinz and not anything else. He did
net want to include healthy trade in
speculation.

MRr. CHAIRMAXN 3 Well, you can
resume your speech at 2-30. The House
stands adjourned.

The Council then adjourned
for lunch till half past two of the
clock.

-

The Council re-assembled after
lunch at half past two of the clock,
MR. DEPUTY CHAIRMAN in the Chair.

SHRIC.P. PARIKH : Mr. Deputy
Chairman, before lunch I was saying
that in order that the crop and the
agricultural commodities may be
marketed
there is the need of an association

where a number of psrsons meet to- ¢

gether and urilise their resources in
order that the prices may not generally
fall below the cost
because everybody will be tempted
to buy when prices reach the cost
of production. Now, Sir, the whol>
mischief is done by the rising prices

of which the cultivators do not get |

the bensfit., To that' T will refer

later.

Now, Sir, these associations have
to be controlled by Chapters III and
IV as given in the Bill. According
to Chapter 1II, cvery association,
if it wants to conduct transferable
contracts, has to be recognised and
recognised under certain rules. Then,
Sir, clause (2) (a) says :

vthat there shall be no limitation on the

number of members of the association or that

there shall be such limitation on the number |

of members as may be spscified;”.

Tais means, Sir, that the present
associations, having closed member-
ships, will no longer have that privi-
lege. At present, Sir, what haprens
is that associations refuse admission to
new mecmbers. And this clause pro
vides for the admis_ion of member-
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in an orderly manner, !

of production, .
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'ship. Ifan association rejects a man,
' Sir, a valid ground will have to be
I given for that and for that the
Forward Contracts Commission
will be operating. So a great thing
is done here and those who want to deal
inthis commodity are allowed to come
"into the picture. That is the way
! to eliminate or reduce speculation and
, monopoly also. Then, Sir, clause
| (b) says that Government shall
‘ have representation of not more than,
I three persons who are not members.
I say, Sir, that this clause requires
consideration of the hon. Minister,
i If there are fifteen or twenty directors
“in an association, then, three out-
siders will not be able to exercise
their voice and control and regulate
( their transactions in a manner which
J is desirable and which is inthe in-
| terests of the country. Their views
‘ Then I say, Sir, that
! in such a case the number of outsiders
I'should be 25 per cent. of the total
, strength of the Committee or the
f Board, whichever may be there.

! will not prevail.

! Then, Sir, another important pro-
that this Commission  will

_ight to inspect the accounts

1' ‘e association or of any of its

~m'2mbers and further any outsider
who is dealing with a membcr of the

| association. All these powers are

‘ taken to restrain speculation and con-

| vertitinto bona fide trading or healthy

i trading,

l Now, Sir, with regard to clause 11,
the bye-laws have to be approved
by Government. Now, what are the

| byc-laws ? Now this is ‘a technical

%term. Transferable contracts pre for

|

b
|

|

1
i

o -

N

a furure date and the outstanding
contracts may be terminated by the
association. That  clause is there.
| Here also the Government will step
in and can issue a previdus directive—
“Without our consent you will not do
| this.” Thercfore, _speculation - which
is carricd on by bull plays and bear
plays, which is happening in many
exchanges will no longer be carried
on and speculation will be brought inte

| healihy trading. ‘
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Then, Sir, clause (%) is there which
says : :

705

“the admission and prohibition of speci-
fied classes or type of goods or of dealings
In goods by a member of the recognised
association;”, -

It may be laid dowa, Sir, that no m=m-
ber of the association shall deal in such
and such commodities which  are
prescribed by the association. There-
fore a man who wants to make a great
turnover cannot be a member of any

other exchange. That {s also a healthy
measure,

Then, Sir, clause: (n) séyS‘

“the regulation of fluctuations in rates and
prices;”. - .

Government can put down and regu-
late that the prices will not fluctuate
during the day more than one or two
per cent. or during the year to the
extent of 10 per cent. or 20 per cent.
which Govcornment considers  desir-
able, or Government can put such
limits to fluctuations as they think
are in thelarger interests of the country,
so that th profits are not pocketed by
these membirs to the dotriment of the
producers or of the consumeis who
are buying these goods. 1 may tell
you, Sir, hore, that maximum and mini-
mum pricss arc also governed undcr
clause (o). The Government ca
prescribe the maximum and mini-
mum prices which will be permissible
for trading and they can as well pre-
scribe under clause (») the daily
fluctuations also.

{ COUNCIL ]
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t beyond his capacity and which is done
at present.  That, Sir, will be a great
res'raint on forcign trading or specula-
tion. I say, Sir, that the Commission
should be vigilant and if the Com-
mission is vigilanr, these things will
not happen,

Then, Sir, one omission is there to
which I would like to draw the atten-
tion of the hon. Minister. The thing
is that tenders are made, qualities are
approved and when those qualities
which are approved are re-tendered
after three months, they are rejected.
That should not happen, because
once the goods which have been ap-
proved by survey and arbitration are
up 10 the standard laid dewn by the
association, and when after  three
months those goods are tendered,
they should be accepted by the seller
and the buver. At present the
abuse is made in this way that survey
and arbitration systems are in the
hands of members of the association
and there is a bull play and a bear
play. This provision I think, Sir,
should be inserted in the bye-laws that
the associa‘ion will see that they make
propcr facili ies  for re-tender of a
quality which is previously passed
wirh some allowances in the case of
crops which deteriorate. In gencrality
it docs not deteriorate, but, wherever
' that is pos:ibl-, some allowance should
. be made and 1ihink, Sir, if this is done,

thea lot of capital will be flowing in
the trade and spcculation which s
| carricd on by ccrtain partics in this
trade by strength  of their capital
wiill be reduced to a minimum. At
present adcquate capital is not diverted
in this channel. 1 would, therefore,
request my friend to consider that.

Now, Sir, another great feature of | Such regulation will be in the interests

this Bill is clause {g), “the !imitations
on the volume of trade by any indi-
vidual member; . The Bombay Act
regulating this contract is applauded
by many, and I may say that the
Bombay Act did not contain this

- healthy provision, which is necessary.,

Government, I think, have given
their full attention to climinating as
many loopholes as possible and this
is one of them that no member shall

indulge in a volume of trading which ig

of those who want to deal in this
commodity.
l 3 P.M. A

This is with r¢gard to the recognized
associarions  which are dealing with
transferable  contracts or  where
contracts can be bought and sold ip
any number by the mambers of 1he
association. As regards ready  de-
livery contracts, there can be no risk

4
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because dzlivery has to be ready.
The forward coatracts differ  in this
matter that they are transferable as
well as noa-transterable and Govern-
ment has thought fit to regulate them
under Chapters I11I and 1IV. They
have classified forward contracts into
transferable and non-transferable and
by Chapters I1I and IV they want to
coatrol oaly transferable contracts
and as regards the non-transferable®,
contracts, they have madz provision
under clause 18, to which I shall come
later,

As regards the transferable contracts,
what is happening at present ? These
associations arc operating in a cer-
tain area and they have a right to
do it and Government naturally will
give a monopoly to that asscciation to
conduct their operations in that area.

[2 DEC. 1952 ]

I will request Government that wher-
ever in another area which is compact
and whaich is not disturbing this area,
if any association is forthcoming to |
deal in this transaction, permission |
should be given to it in ord:r
speculation  will be to the minimum
in both the arcas and that is the inten-
tion of Govcrnment also and it is a
healthy feature.

Now, we come to non-transferable
contracts. ‘They are those which the
borrower aad the seller aie obliged to
take delivery and theseller cannot
transfer it to anybody else or the buyer
cannot ask that dclivery may be given
to some¢ other person, Naturally the

that |

¢ proviso 1 allows it,

of this contract that they are not to

be transferied. Many associations
which are recognised and deal with
forward contracts have two sets of
contracts—onc transferable and one
non-transferable. These recognized
associations, even though they are
dealing in transferable contracts,
they arc well regulating non-transfer-

able contracts as well. The East India
Cotton Association is doing it. They
are coatrolling the non-transferable
contracts with satisfaction to all con-
cerned. But here the lacuna is this that

no turther person can deal with that™|
commodity in non-transferable contracts . is appended to by Shri Tulsidas Kila-
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in that area which is given to the asso-
ciation and Government have thought
fit to exempt such persons or such
associations as want legitimately to
deal in these contracts by clause 18,
proviso. According to that, any asso-
ciation can exist even within the area
of the recognized association, pro-
vided they can legitimately carry on
their non-transferable contracts, but
I must point out here that it is diffi-
cult for any association or a group of
members joining together to conduct
non-transferable contracts, so that abuse
is not made and non-transferable
contracts do not exist. The proviso
is good so far as areas which are not
notified are concerned. For there it is
necessary that non-transferable con-
tracts should be allowed to grow and
foster in order that they may act as a
check to the speculating element and
if these non-transferable associations

| are existing in those areas, they will
" ‘act as a great check on the recognized

association which is dealing with trans-
ferable contracts and the healthy
growth of this should be encouraged
to a great degree in this country.

Surr D. P. KARMARKAR : Is
it the suggestion that in the same area
one association may be recognized for
transferable contract and may be in
a suitable case, another association
may be recognized for that ?

Sur1 C. P. PARIKH Clause 18,
Even when an
association is recognised for transfer-

- ablz as well as non-transferable con-
buyer and seller are bound by rules |

tracts, another association can exist
in that area provided it is abiding by
the rules or has its contracts non-
transferable. That is the proviso. I am
saying that this will be abused and
not carried out. You have given liber-
ty and in my opinion you have given
it on an account which T would like to
bring before Members of this House.
This right is necessary not only for
the association but this right of enter-
ing into non-transferable contract is
of every individual man who wants
to enter into contract with another
individual without the help of asso-
ciation. The Minute of Disscnt which
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[Shri C. P. Parikh.] ~exchanges have had to be closed
chand and Sbhri Somani will mean- because  speculative elements have

‘has seen wisely to incorporate this and
if this freedom is taken away, we are

)

that even an individuual will not be '
allowed to cnter into such contracts in -

the notified area and there Government |

going against the fundamental rights
of individual to enter into non-trans-

- ferable forward contracts where legi-

_in these,

‘given and the circumstances

timate delivery is to be given ang
taken. Even where the organised
association operates the State should
encourage such non-transferable con-
tracts. JIf any association wants to
oust the other associations which deal
it should not be allowed.
I will say a lot of business is done on
non-transferable contracts only and
because sufficient inducement is not |
are |
allowed to disturb the trade and
therefore th. bone fide associations |
do not grow. A lot of commoditics .
are dealt with in non-transferable
contracts by various associations but
the element of supervision is not '
there. 1 will say what contracts should
onl; bs made transferable. I will come
to that later on. Certain commodities -
should not be made transferable and '
this sill docs not provide it very clearly
er i1 as st:oug a term as it should be..
Clause 18, sub-clause 3, says that if
any abuge is made by any association |
which is unrecognized and which has ;
promised to deal in non-transferable
contracts, 1f that association is found '
to indulge in contracts of non-transfer- |
able nature by converting them into |
transferable, then Government will |
apply all the provisions of Chapiers |
111 and IV. Therefore, it is clear
that Government is quite alive to the
situation but while they have made this |
provision, it is difficult to check specu- |
lation in a short time for another |
period of one year or two. The Bombay |
Government have passed this Act but !
have so far applied the provisions of 1
their Act only to three commodities— |
cotton, oilseeds and bullion. As rc- |
gards cotion, the position of the Bombay |
market has teen fair for so many years ‘
but as regards oilsce's and the bullion, |
the history of those associations is not |
happy and at various times thuose

entered into it and they are having
bad days. These things should not
happen and because these contracts
operate in this way, I think, even
though the Bombay Act is applied at

' so many places, the Bombay Govern-
~ment have not been able to control

these commodities in the way in which
they desire to and adequate powers
were not there. This Government
have taken the appointment of For-
ward Contracts Commission through
which agency I think they will be able
to accomplish the object which Bombay
Government has failed to achieve so
far.

As regdrds the bullion the bullion
speculation was carried on to such-
an extent that people who bought
silver at Rs. 160 by carrying it from
month to month were able 1o have their
purchase price redueed to Rs. 80, even
allowing  for the various charges
paid and even then that cxchange was
functioning under the recognition of
Government. I think that is not a
happy history. The Central Govern-
ment, because they have taken this
power in this Bill, to appoint a Com-~
mission by which they will be able to
deal with this problem, they will be able
to conatsol these associations. It is no
use being subjected to ridicule th t you
are not able to control them. It is
much better to control what you de-
sire to control properly and well and
whcte abuses are made, only then you
step in and that stand is taken by the
Government and I very much comm=nd
that attitude. With regard to clause
18 (2),—that is the one that applies o
the jute trade—the “phatka trade”
referred to by the hon. Member,
Shri B. Gupta—and I say, Government
have wisely found by their g&perience
that speculative transactionsfcarried on
in this community cannot be controll-
ed satisfactorily. Therefore, in the
initial stage, they have tried ro exempt
it. When ‘they gain experience, they
will withdraw these exemptions and will
do what is proper. They want to be
quite satisfied - that whatever they can
controt, they should control properly

b and what they cannot control, they do
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not want to put their fingers on and
gain discredit to the Administration.
That is the main purpose of this pro-
vision.

which is a supervisory body. Unless
you establish a forward  market
commission, this Act will remain on
paper only because many complaints
will come from various
rival groups dealing in the bear side
or the bull side and the Government
will be puzzled to know what is the
exact  position.
18 operating and  supervising these
functions, then these things will not
happen. So Government have taken
a good step in setting up this Com-
mission with powers on the basis that
they have done. Although accord-
ing to the Bill the powers of the Com-
mission are only advisory, I think
one of the members on the
Commission will be a limb of the
Commerce and  Industry Ministry
and I think that his advice will ne:
e rejected. I find that the compo-
sition of the Commission is restricted
to three. I do not know  wheiher
so many exchanges in this couniry
will be adequately controlied by just
three members. I feel the number
should have becn at least five. As
we kiow for instance the Tariff Com-
mission with its present strength of
members is not able to cope with the
activities that are thrust on them and
I feel that in the same manner, this
Forward Trade Commission, composed
of just three members; will not be
able to undertake all the functions that
will be thrust upon them, because we
have to fight against the collective
intelligence of a number of commercial
people  of the country. So; if the
number is linlited to just three, it
will be ditficult to manage with the
work. Government will not lose anv-
thing if the number is raise * ‘o five
or seven according to the Gover: - ent’
discretion. When you have this
Commission, you can divide. the mem-
bers into sub-committees to control
separaie arcas, like Bombay, Calcurta
and other places, much more eificient-
ly. When we wani to exercise coa-

groups, and .
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not fail to achieve the purpose and I
think that when the hon. Minister
has taken this in his mind and when
he has put in these clauses in the Bill,

- I think he will give due consideration
Now, I come to the Commission

But if a commission |

|

to this suggestion also.

What is the function of this Com-
mission ? The function is to keep
the forward markets under obser-
vation and draw the attention of

Government. Now the words “under
observation” are very important
ones. Therefore, these markets

will be controlled and supervised and
given directions, if necessary, from time:
to time. That is the meaning of these
words. Then, according to clause
4 (c), the Commission will publish
information as regards the supply and
demand and the prices and so this
Commission can give guidance to the
country as to what is happening in the
matter of production, distribution,
supplies, exports and prices and what
is considered reasonable in their view.
This they can do. That will be res-

| training the wunrestrained speculation

at present being carried on.

Under clause 4 (d) they have to make
“recommendations = generally with a
view to improving the organis2tion and
working of forward markets.” And
then we have “wider powers are giver
to them under 4 (f)—To perfonu
such other duties and exercise such

| other powers as may be assigned to the

Commission by or under this Act, or
as may be prescribed’.” Therefore
if further powers are found necessary
in order that the interests of the pro-
ducers, the consumers and the manu-
facturers may be safeguarded, these
powers will also be given.

Then we have the Advisory Com-
mittees. This comes in clause 25.
This Advisory Corhmittee is necessary
because the members of the Fore
ward Murkets Commission may not
be as much aware of the situations
existing in particular mofussil centres
or regions or zonss. A Committee
supervising the activities in these
" separate zones will be a healthy feature.
I would, thercfore, request the hon.

trol, we shall do so in a way that will | Minister to look iato the matter fur-
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ther and see if it will not be better to
have separate committees for each
zone, for the Committee in, say, Bombay
may not be able to gauge well as to |
what is happening in Calcutta or
Indore or Madras. In order that (
you may have proper power for con- |
trolling these speculative activities, |
I think it is necessary to have Ad-
visory = Committees region-wise. If |
we have such region-wise Advisoryt

f
i
|

Committees, I think the Forward

Markets Commission will be able to |

Operate better.
|
!

I am sorry I am taking up more,
time, but this being a technical and |
very intricate subject, I thought I
should make some suggestions. I will |
not be irrelevant, I may assure, you, "
Sir.
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is not there. But the operation as
regards non-transferable contracts can-
not be denied and no trade can think
that in Bombay or Calcutta or any
other place certain association enjoys
a monopoly. 1 think the chance
is to be given to everyone in the country
to organise in a healthy way and take
part in legitimate trade. That is the
main object of opposing or not incor-
porating this Mr. Shah's Minute of
Dissent.

With regard to the Minute of Dissent
of Shri Tulsidas Kilachand and Shri
Somani, I think that abuse of mono-
poly will go on. If commercial people
ask for the right to deal in monopolies,
they will not be trusted. I think the
less commercial people ask for, the
better. In this Bill, all are given

. some opportunities and let each one
. utilise them properly. Let it be done

~in the interests of the industry and

With regard to the Minute of Dissent :

of Mr. Shah, it is a good thing that no .

ass ociation should be recognised which
is dealing in non-transferable contracts
because he thinks that non-transferable
contracts will be manipulated and be-
come transferable. I say he is right.
If permission is given to persons to
organise associations and trade in non~ .
transferable contracts, they will ulti-
- mately convert them into transferable .
contracts. Owing to this he has made
the suggestion. But I have an opjnion °
to give on this. Let us give trial to
any associations which want to deal .
in non-transferable contracts. Let
us see how the commercial intelligence \
of India would behave. In not accept-
ing the suggestion and putting the |
clause in the manner that it has been, !
-the last chance is being given to com- |
mercial organisations to behave in the |
proper way and not work the contracts |
to the detriment of the grower or |
the manufacturer or the consumer.
Nobody will now say we are not allowed |
to organi ¢ an " deal in non-transferable
contracts. Th> East India  Cotton |
Association is also operating in such
non-trenferable  contracts and  they |
are doing it in a manner that evefy- |
body is satisfied with thier work.
They are dealing in transferable con- |
tracts also and the same satisfaction |

. a few suggestions.

of the land. Let us see
is less abuse and criticism
public. The Igss
We are living in

commerce
that there
from the general

we have, the better.

" a planned economy where democracy
; has allowed the private sector a part to

play. I think if the private sector
operates in the proper way and dis-
charges the duties assigned to it in the
right manner, then it will grow under
democracy. 1f, on the other hand, it
does not behave, then even the present
democracy will not save them.

Lastly, I come to the question as 1o
how speculation can be controlied and
in this connection 1 would like to offer
First of all, 1 sub-
mit that in certain commodities, the
Government should guarantee a mini-
mum price to the agriculturists so that
this may work in the larger interest
of the country and encourage the pro-
ducers to produce those commodities.

: Then there are certain other com-

modities essential for the country
without which the country’s economy
will be ruined. For these commodities,
they should give a guarantee of price,
for example, in the case of cotton. jute
or -groundnut and other commoditiss
which are necessary. When there is
such a guarantee, lot of investments will
come in. The investors will never

-
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suffer because there is the minimum
price guaranteed.

But, when things are regulated as
above, Sir, the speculator wui not com::
into the picture because he knows
that he cannot have any scope below
the minimum price. With regard to
the maximum prices which are mani-
pulated by those people, I will come to
later on. In regara to this, Sir, the
great misfortune of our countiy is
that there is no co-cperative organisa-
tion. There are no licensed warchouses
in this counuiy. How can the people
find the finances or store their com-
modities ? If f nances are forthcoming vn
their commodities, commodities essen-
tial for this country, then, Sir, nawu-
rally the higher prices will not be taken
away by the middlemen. T’he middle-
men will get their legitunate interest

and storage chaiges ar.d rcasonable pro- .

fit legitimate risks. At presert, the
middlemen boost or recuce the prices.
By this method viz. establishment of
licensed warchouses, quality can be
assured and thc co-operative organisa-
tions, wherever they are established
in this country, would be encouraged
to market in orderly manner and the
object of reducing speculation and giv-
ing the preducer maximum prices will
be achicved. When many people come
in this, with the object of having the
priccs guarantced to them, what will
happen is, Sir, there will be, no undue
rise in prices because there will be other
persons to take care of. There will be
no squeeze. We want to prevent
squeeze or the accumulation of con-
tract by certamn persons. This can be
done in so many ways and this is one
of the ways by which co-operative
organisations will be able to prevent
it.

Then, Sir, another suggestion is that
industrial concerns are buying, some-
times, more than they require or in-
dulge in speculation. Mr. Bliupesh
Gupta has brought that
has not suggested the rcmedy. What
should be the remedy ? As regards
mills, if the mill consumption is 5,000
bales a ycar, I say, Sir, a limit should
be placed that the mill skall not deal in
forward contiacts of cottcn for more

- things by which certain people in the
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than 25,000 bales a year. That will
be a legitimie casck. At present
one can deal in on: lakh of bales
althougn, the mill is consuming 5,000
bales, That provision cannst come
under tius Bill, but I think tiiat when
the Company Law is am>nded, this
provision should b: brought in order
that industrial concerns should not
specula e or over-trade in the commo-
dities.

Another thing, Sir, is the Managing
Agency Houses. Managing Agency
firms are only operating to manage the
concerns, supervise, supply the finances,
carrying on the buying and selling for
the concerns. These Managing
Agency firms should not be allowed to

i trade in commodities of consumption

of the concerns of which they are
Managing Agents. That should be a
provision in the Company Act. I
say, Sir, this is necessary in order that
the position of honest industrialists
is bettered. We should allow such

industry will take advantage and the
whole will be criticised for the faults
of a few.

Now, Sir, I would make one more
suggestion  about  art-silk.  The
trade was carried on in non-transfer-
able contiract in art-silk which was
imported under licence and Govern-
ment watched thar these commodities
were manipulated on a speculative
level and the fluctuations were, in one
vear, from Rs. 800 to Rs. 2,400. Go-
vernment were issuing licences in a
restricted manner for the import of art-
silk and even then this commodity
was by speculation fluctuating like this.
Daily quotations of art-silk appeared

' and if the Government were to exercise

| ing speculation can be achieved, that is,

point but he

proper control, the object of controll-

in certain commodities you cannot
have transferable contracts and for
certain commodities you cannot orga-
nis2 an association to deal even in non-
transterable  contracts.

I will say, Sir, that individuals aione
should be allowed to indulge in non-
transferable contracts in buliion. No
as:ociation should be allowed to deal

,
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in non-transferable contracts in bullion.
It is not a commodity that is produced
every year. The same thing should ap-
ply to artificial silk. It is not a commo-
dity which is produced adequately in
the country. We have to depend on
imports and we have to lose our ex-
change for getiing adequate imports.
Therefore, Sir, in such cases, I will
request the hon. Minister to see that
such commodities are not allowed to
be operated by any association. That
will be the argument which is embodied
in Mr. C. G. Shah’s Minute of Dis-
sent because essential articles which are
short in the country should not be
allowed to be manipulated through an
association.

Then, Sir, another way of restraining
these activities or eliminating spccula-

tion is the Rcserve Bank authority in |

giving no advances to scheduled banks.
I mean Yo say, Sir, that during the last
2 years the Reserve Bank have cur-
tailed giving advances on commodities
in which speculation is carried on,
in which pcople accumulate contracts.
That is-a hcalthy featurc and the Re-
servc Bank is setting limits for advance
to each individual that he can buy
only so much. In that way, Sir, many
of the activities of thiose who want to
accumulate contracts have been cur-
tailed and this, especially, has gone a
long way in bringing speculation into
healthy trading or eliminating specula-
tion and cstablishing healthy trading.

Now, Sir, before Isit down, I have
two more suggestions to make. This Bill
does not provide for securities. The
Bombay Act included them. If
this has been done with the object of
introducing legislation to control deal-
ings in securities which are carried on
in the Various exchanges on the stock
market, I will understand the point.

THE MINISTER rorR COMMERCE
aND  INDUSTRY (Sari T. T.
KRISENAMACHARI) :  That is the idea.

Sur! C. P. PARIKH: Thank you,
Sir, because I thought when this was
omitted in this Bill, a clarification was

- called for.

!
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' Commission may " properly supervise

that rransferable contracts are not
converted into non-transferable con-
tracts, I will have one suggestion to
offer. Regulation is not fiecessary but,
I think, registration of such associa-
tions is necessary, We must know how
many  associations are  operating
in the country and in what commo-
dities. That knowledge is useful in
order that we can control these ex-
changes whenever required and we
¢an also enunciate that in such commo-
dities speculation or even non-transfer-
able contracts will not be carried on.
That is a suggestion, I have to make,
Sir. If that is not done, manipulat-
ing non-transferable cont acts will go
on, We have to mzet lLese esentu-
alities and the steps that Government
have taken so far are very good and
I am sure that it will restrain spacula-
tion. With these words I again sup-
port the Bill. '

Surt M. MANJURAN (Travancore-
Cochin) : Mr. D:puty Chairman. I
was trying to ger  myself convincad
and accommodare mysclf to a corain
amount to the extollation of th= specula-~
tors by the Minister as well as by the
hon. friend who was splaking before
me. It is rather strang: to reconcile a
planned cconomy with a system of
speculaiion that is going to be recog-
nised in this Bill. I feel that specula-
tion is repugnant to planning' and in
no planned society there exists the
system of speculation. It is because
of the insecurity that is felt by the
agriculturists as was made out and be-
cause of the social insecurity that
speculation has been going on. It has
been, the cifort of plannad cconsmy to
obviate this tnsecurity and instal in its
place social security. So, any recog-
nition and legal sanction given to
speculation could only be in conflict
with the security of the nation, economi- -
cally. Another point T would liks to
know is this : As the hon. Minister
explained the position, he said there
were salieat {ratures cmanating out of
speculation. It is only when a Govern-
ment is incompetent to look after the
interests of the producers, when a
Government cannot guarantee to the
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producers what they should obtai1 that
the speculators’ role comes in. If this
Government which has got a laudable
5-Year Plan is going to say that the
producers are going to b: left inan
insecure State, what is their Plan ?
That is what [ want to know, I am
not interested whether non-transfer-
able or transferable deliveries are
manipulated, and this- speculation or
thar speculation will ultimately cause
disturbance. We know all those laws
and regulation that were in existence.
All the controls and decontrols have
been manipulared by capiralists to the
detriment of this country. We know
that black-marketing,  corruption,
everything that was unnecessary, has
come into the social structure of this
country. Now all these wrongs have
crept nto oyr life in the course of so
many ycars. We say we are going to
have a planned society. We say we
have earmarked so much acreage for
the cultivarion of cotton, so much for
the cultivation of jutz, so much for the
cultivation of coco ~ut, so much for
this and so much for that. We are
not going to be protected by hedge con-

]
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trac's i these thiags, w= a-e not going

to be protected by the speculators.
Speculators are really fighting the Gov-
ernment’s plan to protect the growers

of the produce. What is the role of the |

Government when the Minister himself
says that there is sufficient protection ?
The protection given by the speculator
will be speculative protection. I feel
that speculaiion is a wish expressed to
conform the future te our present de-
sires, and planning i3 our will to make
the future conform to our present
desires. Are we to give ourselves up to
wishful thinking or are we to give

ourselves up to wilful planning is the

question, in this Bill, before this House,
before the Government, and before the
country. By giving the speculators’
assocations, !rgal rights and perpstua-
ting them where they are, 1 belicve,
Sir, certain political intentions of the
Government are going to be carried out.
There will be  associations, as today
there are irade unions, which will b2
formed by the canitalists, which, in
course of tim >, -will strengihen themsel-
ves, and entrench capitalism and finally
suffocate the Government and force the

. a free role to operate.

1952 ) (Regulation) Bill, 1952
Government their way. This Bill
is the desire, the intention of the
capitalists, to perpetuate this Govern-
ment in their hands. That is my funda-
mental objection to this Bill as it is.
It is not that I do not recognise that
there are salient features in the Bill;
which by controlling unnecessary
speculation or illegal speculation that
is going on today, wants to make the
society better than it is today. But it
will only be wishful, because, ultimately,
these intentions are negatived by this
Bill. That is my contention. We are
for planning; we are not for specula-
tion. We are not going to express the
wish that the furure price should be
this or that. We are going to control

our production. We arc going to con-

trol our distribution. We are going to
control everything. That is planned
economy. That is the m:aaing of
planning. In couniries like Soviet
Russia and China, where speculation
has been eliminated, nobody needs
this kind of protection. But where the
speculators are given a free role, pro-
duction will necessarily suffocate and
there is no: much that they lose by spe-
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cuiation, So what happens ? Capitalism

continuzs its triumphant march in our
country in collaboration with Anglo-
American Imperialism. That is definite.
I am quire open-eyed enough to
detect that fact. If that were the
case, if our planned economy is only
speculative economy, then our plan-
ning-will be a failure at a future date.
If the national aspirations were em-
bodied in the Plan on which we have
worked so much, we have spent so
much, on which we have spent so much
of our energy, on which we have
spent crores and crores of rupees and
efforts that Plan will be nothing, will
be a zero, when speculators are given
But this Bill
says we are going to restrict operations
in speculation, but that restriction is
not likely to be carried out becausc the
Bill asks associations to be formed in
rings for the conduct of speculative
activities. In my place, 1i.e., Kerala,
I think speculation was unknown there
in its history until recently when mer-
chants from outside came and began
speculation. We are living in a kind
of complete isolation and social security.

'
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We had a certain kind of co-operative
collective existence, in wnich we used
to pool our resources together so that
we alllived well, very well. Bur today,
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speculation has come, with the result

that there is social insecurity and the
social strata has been reformed. What
has happened ? A new scaeme of
things has come, A few very rich
men have sprung up and very poor

people have increased. This is going

to be further accentuated by the
speculative associations to be formed

with legal rights, and with Govern- .

ment suppori.

When these associa- '

tions afe formed, they are going to be
given certain rights, and they will go -

on gaining strength. Are we not
going to reduce thesc rights ? Are we
not going to stop them ? If they are
not stopped, the country will be con-
trolled by them. The prices will be
controlled by them. The banks will
be controlled by them. The entirc
stock exchanze will be controlled by
them. Every commodity will be con-
trolled by them. The markets will
. be controllexd by them. And what
happens when capitalism controls the
markets ?  These associations wili
control the economy of the country.
Therefore, if this Bill is not stopped
now, enlarged rights of speculators
are likely to come up before the Parlia-
ment.
There might come laws in the Sta es,
not absolutely repugnant but' with
intentions of defeating the purposc,
of this controlling Bill. We are no:
sure what is going to comme hereafter.
Sir, this Bill has got a good intentinn
expressed in it ; that gravc dangers
are going to be eliminated. It is nn:
going to eliminate any danger, how-
ever. It is going simply to entrench
capitalism with greater strength in this
<ountry. Are we for that ? Whart is
the meaning of our social planning?
What is the meaning of the present
Governm nt  promizing Gandhim,
Ram Raj etc. ? What is the meaning of
the things Government is going on
proclaiming cvery day, by way of a
Welfare State. None of these things
is going to be of any use if this Bill is
passed as it is and is going to work as

. intercsts of society at large.
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iz is. It has to be considerably
changed and a preambl: should be
written to it for the study of the pcople
of the country, that it is with the object
of annihilating this unneccssary system
of spcculation this Government 1s, for
the first ume, bringing under control
the speculauve acdviies.  That should
be the spirit in which you can get the
pcople to co-operate, undeistand and
work. Ifthatis not done, you will be
perpetuating capitalism.  Is that the
intention ot the Bill ? It mignt cause
dislocation in the country, disturbance
and trouble, which are not anticipated
by the promo:ers of this Bill. The in-
tention of the Goveinment should be
made clear ; that they are going to
introduce and enforce this Bill in the
They will
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- no: l:ave socicty to the present in-

Then there are the States. .

' security, to the operations of specula-

toss. It will be for this House, to re-
mind you again that no system of
diarchy can go on. We have been
against the British system of diarchy
because the Britishers could not agree
to work the social plans to the benefit
of the people of the country. The
correct thing for a progressive society
is to plan and not to speculate. So it
should be the inrention of the Govern-
ment to eliminate spcculation, banish
it from society. This should be made
clear in a precamblc to the Bill, that
Government are going to do so with-
in a certain period of time, and thus
see that coahdencc is instilled in the
minds of the people. Till that time
this Bill will be a failure. Passed it
is going to be, because in the House
as 1t i3 the Government has a brute
majosity and it will with that
majority get the Bill througn. But
that will not solve the natioa’s problem.
This Government has notr solved a
gingie problem of the nation since the
time it was installed. It is going to
add another illustrious defeat of its
good intentions. We should rely more
on plinning and less on speculation.
However, much speculation is extolled
cenruries have proved that no  society
can progsess under unccriain’y and
speculation. We want planning. I
would urge this Government to abandon
its haphazard intentions on planning,
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and be very specific in the purpose
of their planning, rather than leaving
it to haphazard intentioas and to specu-
latprs. Save the nation from spacula-
tors. But save it now, not in course
of time. Government’s argument
is that nothing can be done in a day.
We can understand that. But the
hon. Minister’s spzech was such as to
endow spzculition with sanctity. The
Congress champion was also cham-
pioning the cause of spzculation. Is
the Congress m2ant for speculation ?

+ I do not think so. It has never been
written in the history of the Congress
that'is going to uplold the system of
speculation.- So, 1 would desire this
Government very much to have its
eyes open and see how planning is
going to be affected by this Bill, and
if we are going to give free scope to the
association that is contemplated in this
Bill, what will be the coasequences
emanating therefrom ? There are so
many small things—this kind of mal-
adjustm=nt and that kind of malad-
justmznt—but the qusstion 1s, thrown
against the entirz saciety, what reactions
this Bill is going to create ; and that is
more imporiant than these variations of
expression or a litile repugaancy here
or there. 1 can undsrstand that no
Bill can be porfect as it comss, bzcause
to err is humin. So, this is an error
as it is brought by the Government,
and these errors have to be reciified by
a very definite preamble as to the in-
tentioas of a plan given to processing
and, therefoe, to the tim: wiaen spacu-
lators will no more be in this
country to perpetuate conditions of
corrupiion and social evils, against
which the Government is to fight.
Instead of figating those people who
create anarchic conditions in economic
sphere, Governm3nt are going to
collaborate with them. That is my
objeciion, and I.hops Goveram:nt will
take note of it seriously.

Suri R. C. GUPTA (Urtar Pradesh) :
Sir, while I agrec entirely with the
object of the Bill, I feel that it 1s a half-
hearted and halting measure. The
evil of spzculation is rife and rampant,
and it required a drastic remedy,
because the disease was so serious.
A maijor opsration was mrecessary and

N
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no! a minor opsration, which seems to
be the object of this Bill.

Th= provisioas of the Bill rightly
assume that speculation is an evil re-
cozaised by the Government, but the
remedies suggested by the Bill do not
go far enough. Thne evil is such that
everyone of us kaows fully well that
thousands and thouands of families are
ruinad every year because of specula-
tion or speculative business. Who does
not kaow of instances where a halvai, a
confeciioner deals in silver or bullion
exchange transac:ions, or a clo:h dealer
deals in oilseeds, and so on and so forth ?'
These transaciions are called “‘satta”
or, as in U. P. “badni”, and by various
names in different States. It is a pain-
ful fact that speculative transactions
have ruined rich families. The number-
is 50 large that it is impossible to assess
exactly the extent of damige done.

Now, way do I call this measure a.
halting and half-hearted measure ?
It is because it has excluded from its
operation the noa=transferable specific
d:livery contracis. It is admitted by
the hoa.. Minister in his speech that
these transaciions are liable to be
abuszd and that they have really been
abused. This is a correci statement of
fact that he has made. Now, if that
is the information of the Government,
and which we fully endorse, why
should not the provisions of this Bill
be applied to non-transferabl: specific
delivery transaciions. My information
is that there are a very large number
of such transactions which are abused
and which will be abused. There
will be greater abuse hereafier, be-
cause those are the oaly transactions
which would be frez from the shackles
of the provisions of this Bill. There-
fore, I fzel that the Goveram:nt should
reconsider its decision and that the
provisions of this Bill should be applied
also to non-transferable specific de-
livery coatracis. It has no doubt
been provided in sub-clause (3) of
clause 18 of the Bill that wheaiever
any such evil is brougat to the notice
of Governm=snt, whenever such non-
transferable specific delivery contracts
are abused, Governmznt would take
action under that sub-clavse: But my

s
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question is :
of the past enough to lead to the
definite conclusion rhat these trans-
actions are certain to be abused and
that there is no justification_for ex-

cluding these transaciions from the
purview of Chapiers IIT and IV ? |

The effect of the exclusion of thes:
contracts under clause 18, which
falls under Chapter IV, is that the
clause relating to the Commission
could not apply to these transactions.
Clause 4 relating to the functions of the
Commission is a very important
clause, and my submission is that it is
a very hzalthy provision in the Bill
which would keep the trade straight.

think that in the case of non-transfer-
able spescific dalivery contracis ‘lso
the Commission should have drastic
powers of loaking into the matters

carefully and putting unhealthy trad- :

inz in order. Even if the Government
does not accept my suggestion at the
present moment, it may come forward
with a notification under sub-clause

(3) and include non-transferable specific |

delivery transactions alsc in the

 purview of Chapters III and IV.

Seri C. P. PARIKH : Doesit |
(&) of

not come under sub-clause

clause 4 ¢

5

SurI R. C. GUPTA : Sub-clause (1) |

of clause 18 says :(—

“Nothing contained in Chapter LI or
Chapter IV shall apply to non-transferable
sale or

specific delivery contracts for the

purchase of aany goods... ..”
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Surr C. P. PARIKH : What is the

Is not the experience | trouble that the hon. Member faces

in this matter ?

Sarr R. C. GUPTA : My sugges-
tion is that therc must be a specific
sub-clause added to this clatise which
might clearly provide that the Com-
mission shall have powers to look into
and take action as provided for under
clause 4 with respect to non-transfer-
able specific delivery contracts.

THE MINISTER Fror PARLIA-
. MENTARY AFFAIRS (SHR1 SATya
NARAYAN SINHW : It is tirere. The
Commission needs no special powers.
It is stated in sub clause (3) of clause

18 that notwithstanding anything con--

tained in sub-section (1) Government
may declare that all or any of the pro-
visions of Chapters 1I1 and IV shall
apply to such class or classes of non-
transferable specific delivery contracts,
etc. Then, sub-clause (3) will
obtain.

SHrI R. C. GUPTA : I admit, there
is such a clause. But it is not enough.
In fact, past experience has shown that
| the non-transferable specific delivery

|
!.

| contract or transaction has been abused.
| Now, if the explanation of the Govern-
{ ment is that, then. why should there be
| sub-clause (3) ?

Suri SATYA NARAYAN SINHA :
| That is the experienc: of the Govern-
' ment. Q@Qovernment feel that there is
J scope for non-transferable  specific
| delivery contracts in the  ordinary
| course of business in a place where
there is an association, that is recog-

Surr C. P. PARIKH : The CCH}-! nised under clause 18 ; and there the
mission is provided for by clause 4 in| provision in sub-clause (3) could be

Chapter II.
Surr R. C. GUPTA : My point is

invoked.

| SRt R. C. GUPTA : The other

that on account of sub-clause (1) of | points that I would like to suggest

clause 18, this is excluded. Of course
fromthe language of the clause referred

to by my hon. friend just now, it | able.

|

mignt be infzrred that the Commission
may exercise those functions. But

it might be contended, on the other | Thers must be

hand, that

sucCh powers.

under sub-clause (1) of | authority before the
cla.isc 18 the Commission cannot have | launched. That is
» which I have to offer with respect to

" are that under clause 23 of the Bill,
I certain offences have been made cogniz-
This gives additional power to
the Police. This seems to be a hard
provision and it is liable to be abused.

some  sanctioning
prosecution is
one  suggestion

726
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that clause where certain offences are
sought to be made cognizable.

Ihere is  another  suggestion |
which I should like to make. That is, |
under clause (27) Government have |
bzen given power to exempt any con- \
tract or class of contracts from the]

\
\
|
\
[
|

operation of all or any of the pro-
visions of this Act. Would it not be
‘much better if the Government had
defined certain trades and stated that
in regard to those trades, there should
. bz no forward transactions, and the
powers could have been kept as under |
ciduse 7.

Surr C. P. PARIKH : Does not
clause (17) make provision for that ?
|

SHRI R. C. GUPTA: Yes, that clause
makes provision for some cases. That ’
. is my grievance. It does not make .
provision for general exemption.

There is only individual exemption
provided for in that. I shall read out
that clause.

“The Central Government may, by
notification in the official Gazette, declare |
that no person shall, save with the permission |
of the Central Government, ete.” ‘

Now, “No person shall save with the
permission of the Central Govern-
ment”’—that is, if an individual re-
quires that a certain permission should
be given then he can approach the
Central Government and the Central
Government could exempt him. That
is for individuals and not for the trades.
I do not know whether it is proper
that particular indiviydals should be
encouraged to approach Government
and obtain exemption. This might
be abused by individual firms having
interest in the commodities. In fact,
clause 17 lays down a very unhealthy
provision. That is my reading of the
Bill and I say that non-transferable
specific delivery goods should be in-
cluded and that they should not be
exempted because, otherwise a great
abuse is likely to arise under this exemp-
tion and, I am sure, the Government
will be called upon to take action under
sub-clausc (3) of clause 18 of the
Bill. I think that if the experience '
46 P. 8. D, '

J
\
|
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, in twelve months time.
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in the past is sufficient guide, there
should be a provision as I suggest.

Surr KISHEN CHAND (Hyderabad):
Mr. Chairman, I entirely endorse the
hon. Member’s statement that in a
planned economy, there should not be
any place for speculation. We have

t definitely decided that in our country

there will be planned economy and have
We must

raise  agricultural production in this

i country so that it just meets our needs.

Our land area is small and unless we
can apportion land between cash crops
and food crops, our economy will be
Naturally, in a planned eco-
nomy until the agricultural production
is sufficient for the needs of the country,
we should not permit any speculation
in it.  Let us look at the example of
the capitalist countries, and take the
case of America. Even there, though
the agriculturist has a large farm at his
disposal and his production is very
high, the agriculturist's interests are
safeguarded by guaranteeing a minimum
price for his produce. The hon.
Minister has pointed out that agricul-
tural production takes place in three
months time and that it is consumed
There must
be an agency to bridge over this gap
of nine months. He has suggested
that the speculator comes in at this
point. The speculator purchases the
produce at the time when the harvest
He takes a risk but in most
cases, it is at the cost of the agricul-
turist. He can study the market very
well and pays the minimum possible
price to the agriculrturist. He stocks
the goods and when the market rises,
he sells it to the consumer or exports
it outside. In America, there is a
minimum price guaranteed to the
agriculturist and oa the basis of that
guarantee all banks and middle-men
advance money to him, so that every
farmer there gets the money and
convenience to tide over this period
of nine months. Here, in our country
no Bank will advance money to the
agriculturist and, therefore, he is at
the mercy of the middle-men. What
I would like to suggest to the hon.
Minister is that he should see that no
forward contracts are entered into
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agricultural produce. If he eliminates
all agricultural products from the
operation of this Bill, then I will be
satisfied.

The question will arise, what agency
will come in to spread this production
over 12 months. As suggested by
some Mambers, we should have co-
operative societies helped and spon-
sored by the State Governments,
financed by the Central Government
or by the Reserve Bank of India thus
ensuring that the agriculturist gets a
fair minimum price.  Any profit
which arises -from any increase in
price should go to him. If in this way
we can t1ansfer the benefits of specula-
tion to the poor agriculturist who is very
hard pressed in our country, I will
have no objection to the enactment of
this Bill. For the distribution of
agricultural production, some agency
has to be started and that agency,
in a planned cconomy, must be a
Government sponsored association and
not private speculator.

Janap M. MUHAMMAD ISMAIL |

SAHEB (Madras): Mr. Deputy

Chairman, 1 do not know whether the

Bill covers a contract—a forward con-
tract—that is entered into by an
Indian national with a foreign national.
If it covers, Sir, then there are certain
provisions, the meaning of which I
do not understand. Take for in-
stance, Sir, clause 8(3). That clause
speaks of certain measures the Gov-
ernment
enquiring into the affairs of a recognis-
ed association. In that connection,
it says that :

will take for the purposes of |

«Every other petson or body of persons who °

has had dealings in« the course of business
with any of the persons mentioned in clauses
(a), (b) and (c), shall be bound to produce
before the authority making the inquiry, all
such bcoks, accounts, cotrespondence etc.,

etc.”

Sir, this seems to indicate that the
Bill envisages only that type of con-
" tracts which are being entered
between an Indian and another Indian.

However, Sir, if I am not wrong, I |
think that the idea of the framers and-|
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sponsors of this Bill is to bring all such
contracts as have been mentionad by
me also under the purview of the Bill.
I proceed on that assumption, Sir.
Sir, much has been said about trans-
ferable and non-transferable sp-zcific
delivery contracts. Certain gentle-
men have even doubted, Sir, whether
there is anything like a non-transferable
specific delivery contract at all. But
I may say, Sir, that in c:rtain par's of

' the country, particularly in Madras,

into |

|

almost all the contracts are of the
category of non-transferable specific
delivery contracts. Take for example
the leather trade. It is entering into
contracts and it is entering into con-
tracts for sp-cific delivery at a specific
price for a specific mark which is manu-
factured by a particular individual
and that contract cannot b2 transferred
to anybody else. And another point
is that in Madras we do not find such
associations as are envisaged and
contemplated in the Bill under dis-
cussion. There are associations of
course but they are like Chambers of
Commerce. They are there for pro-
tecting the general interests of the
trade. Thes~ trade associations and
Chambers of Commerce do not fit
in the definition given in the Bill, Sir,
for such associations as are meant to
regulate these contracts.

Then, an attack has been made
upon the very system of forward con-
tractitself. They say that it is specula-
tion. The plann=d economy is a good
thing and we have got a Five Year
Plan, of course.

Suri C.G.K. REDDY : Not yet,

Janap M. MUHAMMAD ISMAIL
SAHEB : We are going to have it
and even while this Bill is being pro-
moted and is being passed by the
Parliament that Plan is holding the
field and, on the assumption of the
Five Year Plan being accepted by the
country, these several m-=asures are
being taken into consideration. That
Five Year Plan gives room to such
methods as these. There are very
large fields that are not covered by the
Plan. That i¢ the first Plan and it
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cannot cover everything under the sun |

so far as our country is concerned.
For onz thing there is trade and some-
thing has to be done to put it
sounder basis than it is*on ar present.
So now there is room for trade and
speculation and th-re is room for
regulating that.

tion in trade—even take ordinary

agricultural  operations. There is
speculation even in  agriculture.
But when it transcends a certain
limit, the spxculation becomss mad.

Speculation in its ordinary sense
only means—as has been pointed
out-——a calculation of the future.

= Anybody who does a trade cannot
expect to have the results of what he
does at the very instant in which bhe
does a thing. He has to calculate
upon the consequences of his action
and then proceed upon his calcula-
tions. So also here for carrying
on agriculture or any industry, there
must be som: calculation and the spzacu-
lation in the right sense is only that
calculation, and that calculation might
be done on the right lines and action
may be taken under such calculations
on proper and sound basis.
regulation is being brought in and that
does not mean that it creates and
sanctions any illegal thing.
wants to improve the thing which is
existing in the country and which is
essential and which is necessary.
There are certain friends who would
tolerate trade but who would not
tolerate the forward contract system.

It only |
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raw skins and hides will be even
much larger than what it is today if
only the Government helps in the
If only Goveram:nt had
displayed a greater solicitudz to this
trade and givea it som> protection as
they have given to so many other in-

Leave alone specula- | dustries, protection in this case of a

peculiar nature—in the shape of an
export duty on raw hides and skins—
then I say the exportable surplus of
the manufactured article, leather, would
have been still more than what it is
today. No other country is able to
compzte with our country in the matter
of export of leather. Now, how are
we to deal with this exportable quanti-
ty ? How are we to convert this
source of national wealth into money ?
In the past what the people did was,
they exported the leather to London.
There the leather was allowzd to
accumulate for weeks aud months,
Then once in six or eighr w:eks an
auction was held and the goods were
liquidated and sold at the prices that
were obtainable at the time of the
auction. This means that the output
of our three or four months’ labour

Some | was being sold on th2 basis of condi-

tions that happened to crop up at the
time of the auction. In the mean-
time, people h2re were producing these
things with their eyes closed. That is
what really happzned when there was -
no forward contract at all. This you
may call gambling. You had simply
to take what came to you at the t!'m= of
the auction. So I say to industrialists

I think they do not know the real | the workers did their work with their

state of affairs which is obtaining in
the trade world. Again I shall cite
the exampie of the leather industry,
For several decades now people are
carrying on tanning operations produc-
ing leather. Then there was a surplus
in that commodity in the past and there
is a surplus today. India produces the

|
|

eyes closed. It was a mere gamble.
Even at that time, the then Government
which was not a national Governmant
saw the position and saw that it was
bad and they have been encouraging
the people engaged in this industry
to take to forward contracts, and for-
ward trading came into this particular

largest amount of leather in the whole | industry gradually. And even now the

world, much more leather than any
other country in the world and its

exportable surplus is much larger than | ward contract system.
country. OUF |

that of any other
country is not able to consume all
that it produces and so it has to ex-
port, find a sale for the surplus.

i
|
'
|

The | dark. Therefore this system is

auctions are there. But a good portion
of the output is being sold on for-
If this forward
contract system had no: b::n thar:, the
people would n>: knov what to do
Again th»y will have to grop: in the
stabi-

surplus of leather as distinct from | lising the industry by making the p:ople
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[Janab M. Muhammad Ismail Saheb.] JaNnas M. MUHAMMAD .ISMAIL
e engaged in it know what their | SAHEB: .. cases, industries where
position is. As I said, this particular | the period is not 11 days. There are

trade has no associations now and they
have nothing but non-transferable
contracts, because most of the con-
tracts are being made for a specific
mark which only one person who

enters into the contract can supply. :

Therefore, it will not be transterred.
Therefore in the very nature of
things we have this kind of category
or contract here in this trade.

I would like to say a few words about
the option in goods. It is good, of
course, to enact that no person should
appropriate or misappropriate  to
himself the right to sell® another’s
goods.

But, in operating this portion of the
Bill, Sir, care should be taken not to
confuse the ordinary common mandis
or commission agencies which are in
operation in the country. There are
certain clients, certain customers who

send  their goods, by their own choice ~should not fight shy of this criticism

to a particular mandi or commission
agent, over a long period. Such a
client thinks that it is advantageous to
him, that his business is being handled
satisfactory to himself and, therefore,
he, as well as many others, should send
their goods to be sold to that particular
mands. It should not be confused
with option in goods and assumed
that this has created an option for the
other man, the mandi man, in the goods
which he is selling.

-~

Sir, then again, with regard to ready
delivery contract, it is defined as a
contract which provides for the de-
livery of goods and the payment of a
price therefor, either immediately or
within such period not exceeding 11
days after the date of the contract.
I do not know, Sir, whether this period
of 11 days refers to the delivery of the
goods and also to the delivery of pay-
ment. If it refers to the delivery
of payment also, Sir, I may say that
there are several.. ...

Surr D. P. KARMARKAR : Deli-
very of goods.

|

|
|
i

|

industries which have got 14 days
and 20 days gven as the Deputy
Minister

SoME HoN. MEMBERS : Minister.

JaNnaB M. MUHAMMAD ISMAIL
SAHEB : ......... had explained at the
outset. I think, a note has to be taken
of this matter.

Sir, as I say, speculation or forward
contract system is a good thing so far
as certain trades and industries are
concerned. So far as such industries
are concerned, it is essential. They

| cannot go on without this and it will

| think it

|
|

v

. IOW,

|
|

|

become bad only if it is so managed as
to corner the goods and to create a
monopoly for certain people. Then it
would really be a bad thing.

Sir, as I said, such things are
obtaining not only in trade, but also
in other things of life. Therefore, we

about forward contract and specula-
tion but should see that this forward
contract system is fostered in our
country. Particularly with regard to
the trades where it is being felt essen-
tially, it is necessary that that system
is encouraged and, of course, regulated
also in the proper manner without,
in any way, discouraging trade.

4 P.M.

SHrI D. D. ITALIA (Hyderabad) :
Sir, I rise to support the Bill as re-
commended by the Select Committee
appointed by the House of the People.
I am sorry to say that the hon. Minis-
ter, while introducing this Bill, did not
advisable, as mentioned by
my friend Shri Parikh, to take some
Members of this House into the Select
Committee. I think it is high time
when the Minister introduces.
important Bills and when they are re-
ferred to the Seloct Committee, it is
advisable that he should consider
taking some of the Members of this
House on it, so that we can give our
opinions on important matters.
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As regards the Bill, I am myself a ! to rzduce profits of these agencies to a mini-

business man and I know very well
that forward contracts were in exis‘eace
for ceaturies o- over. In Hyderabad,
from where I am coming, forward
contracts on a large scale were going on
without any Forward  Contracts
Act. In normal times when the pric-
es are not fluctuating, the business
goes on smoothly ; but when the prices
go up or come down heavily, then in
that case dispute arises and in the ab-
sence of the Forward Contracts Act,
sometimes dishonest people refuse to
carry out contracts, and even courts
of law refuse to give justice, saying
forward contracts is ‘satta’ or spe.ula-
tive trade. So I think, our thanks
are due to the hon. Minister for bringing
this Bill which will help forward con-
tracts very much. Many  speakers
said that speculation is evil. I know

unhealthy speculation is very much of -

an evil, and it must be stopped, but
it must also be said that forward contract
plays a useful part in tempering prices
when there is fluctuation. In other
words speculation, which is on inherent
element of forward contract has its
economic uses. Some of my friends
here said that in America, speculation
I have read an
American paper on this subject, and
T am going to read it because it is very
interesting, and relates to forward
contracts. It is interesting to know
that the United States Industrial Com-
mission, in its extensive survey of
economic conditions of United States,
sums up the distributive functions of
speculation as follows :

«Economic service of speculative agencies
engaged in distributing farm products are
three-fold. First, they localise the in-
dustrial risk among the commercial classes,
whose special functions are to distribute
surplus supplies over difficult times and
different places in such a way as to elimi-
nate the uncertainties to the producer and
the consumer. Secondly they further
relieve the producers and consumers from
carrying a whole year’s stock, and to the
farmer, enabling to convert his crops
promptly into cash capital, and the latter
to supply himself as his periodic needs
as may be required, without enhancing
prices beyond the ordinary rates of risk,
and a good return of the capital invested.
Thirdly, the competition of the speculative
dealers tends more than any other force,

’ .

mum per unit of the commodity handled.”

Released from other economic func-
tions it is to their interest to seck to
reduce the risks of distribution to a
minimum. So, I think forward busi-
ness is very essential. In fact the
whole world today is centred round the
future markets. So I think it is very
essential. I support the Bill whole-

, heartedly.

Maj.-GeENEraL  S. S. SOKHEY
(Nominated) : Sir, the main problem
here is a fair deal to the producer of
primary products. He is ill-organised
and is the worst sufferer under the
present economic order. The prices
of the primary products all over the
world change rapidly and fall without
any notice. The manufacturers. on
the other hand, are well-organised.
They sell their goods on their cost of
production. But the primary pro-
ducer has to dispose of his goods at
prices over which he has no control.
That is the situation. To give you an
example, take the price of wheat. In
1920 wheat was 11s. 8d. per bushel,
during 1925 8s. 2d. per bushel, and in
1931 it was 3s. 44. per bushel. Then

, during the month of January 1938, the

price was 7s. s5d. During 1939, it
touched the lowest level of 3s. Similar
figures can be quoted for almost all
primary products. Now, if we want
to deal with the problem seriously,
something much more than this Bill
envisages requires to be done, and I
think the only way to give the primary
producer some security and at least
some interest in his work is to fix prices
on a parity basis. The peasant has to
produce the raw material. He has to
exchange his product for manufactured
goods, and if the prices of manu-
factured goods go up, so shouid the
price of his primary produce. And
for that purpose, the minimum that
requires to be done is that the
Government should fix the prices of
primary products on a basis in parity
with the prices of manufactured goods.
And having done that, if any of

. the primary products remain unsold,

' the

State should buy them up and
store them.
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I think we should pose the problem
to be dealt with clearly and preciszly and
then find the best possible solution.
The present Bill does not meet the
problem. Further now that we are
going to have a planned economy,
I think the least that the Government
could do is to fix prices on parity basis
of primary products, and buying those
products, if unsold, and storing them.
I request the Government to treat this
seriotsly and not to play with it.

Dr. D. H. VARIAVA (Saurashtra) :
Mr. Deputy Chairman, I heartily
support this Bill. But the main thing
that interests me in this Bill is the
stoppage of what is called the small
speculators. I have seen in Bombay
that in the stock exchange there are many
men who actually live on gambling.
They have nothing to do with trade
or with any commodity. They just go
to the stock exchange and sit on the
benches which are supplied there
from 10 o’clock to 5 o’clock or 6 o’clock,
and they waste their time. If they
make a little money, they squander it
on some other form of gambling, and
so on. So, in reply to my hon. friend
Mr. Gupta, who said that this Bill
did no good to the common man,
I must say that this Bill has done a
great deal for the common man, be-
cause if you see the miseries of the
speculators and their families, you will
be surprised.

Again, it is said that you do not go
the whole hog, and that this is a half-
hearted measure. But you know the
example of Amanullah who asked his
people to give up their old ways and
put on tophats, and he was kicked out
in no time. Government must be 3
little careful in what they do about this
matter. But I am sure the hon. Mem-
ber is not correct in saying that the
common man has not been benefited.
The common man is very greatly
benefited by the prohibition of specula-

tion by small people, and for this reason | A co-operative

I support the Bill very heartily
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Ser1 D. P. KARMARKAR: Sir, I
very much appreciate the trend that
the debate has taken, because, if I
understand aright, among all the
speakers, including my hon. friend
Mr. Gupta, there is unanimity about
the point that unbridled speculation
requires to be very vigorously checked,
and that is precisely the reason why
we have brought this Bill before this
House.

(Regulation) Bill, 1952

There seems to have been a little
misconception arising out of what I
said in my earlier speech, when I said
that within limits speculation can
exercise a wholesome influence on the
economy of the country. When I
referred to speculation there, I referred
to the rather correct meaning of the
word “‘speculation”. In its  correct
sense, speculation iS anticipation, a
sort of directed anticipation. And
when I said that, I just implied that a
forward contract, if it is properly
regulated, will exercise among other
things, a wholesome influence, on the
basis that it will give the buyer of the
primary product a certain security.
Now, take the instance of a farmer.
If a ready delivery contract takes place,
he has to carry his things and go to
the market.

He might face any situation. There
might be a depression and he might
lose heavily. When he is dealing with
forward contracts, he has an option.
He can choose any dealer who gives
the best terms possible and then, for
the next year’s cultivation, there is a
certain, guarantee so far as his income is
concerned. He can plan. At the
particular moment, things may not be
in his favour. He can always wait for
the better time between the time in
which he enters into the contract and
the time of the actual delivery. Actual-
ly, when the crops come to the farmer,
then only he will be able to enter into
a contract. Then, they may give a
far more easier opportunity to the buyer
to fleece him out. Many a time it
has happened that prices rise and fall
and the producer is approached when
the prices fall to his disadvantage.
organisation dealing
with the agriculurists’ produce would

.
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be aa efficrive vegaaisatioa to give the

farm>es proceciion.
b:ea encouacaging such co-op:rative
ventures.

Another point has been sugzasted
and I w:lcom: that sugzestion. It
relates to speculation.  In my speech
at the commencem~nt, I said that we
take the view at the moment that
though in som: cases non-transferable
specific delivery coatrac s also could be
abused, at the present mom=nt, we feel
that we must begin with the traasfer-
able coatract. QOa the view thai any
mischief may be indulged in by
means of unhealthy dealing in non-
transferable spzcific delivery contracts,
we have not clearly formed the opinion
that such contracts should be definitely
restrained. It is with that view that

Governm~nst have '

we have taken powers under clause 18.

These are the two points that have

emerged broadly from this debate.
My hon. friend Mr. Parikh has made
some useful suggestions. He says
that the persoanel of the Commission
should be five. He suggested regional
advisory committees. He had also a
number of suggestions to make of a
constructive character, 1 may assure
the hon. Members that when the debate
comes to the Ministry, it will cull all
the points of a constructive character
and shall- consider carefully all the
points that are urged.

Now, a comment has also been
given that this measure is not adequate
to meet with the situation. As I
suggested earlier, this is a new pro-
blem:.

AN HoN. MEMBER :
old problem.

SHr! D. P. KARMARKAR : But
we have been handling it anew and
we have got the recommendations of
the Expert Committee. Twice it
came before Parliament and we had the
advantage of the discussion in two
Parliaments, not onc  discussion. We
have put forward before the House a
measure which in our opinion tries to
grapple with the situation. As one
of my hon. friends suggested, it is

It is an old,
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no use going tod fast. Very likely,
some may believe in going too fast.
Somz miy like us to go fast and some
ochers may say ‘“we are not in a

modd to go fast”. Before we
have a full coasideration of all
aspects, we cannot proceed. If you

waat to survey a forest, you havc to
go inch by inch. You have to go
slowly and measure every inch of the
forest. As I said earlier, we think
there are certain types of contracts
which must definitely be prohibited
and there are certain others which need
not be so prohibited. There is a third
type of contract, the non-transferable
specific delivery contract which we
believe is most necessary to regulate
also in certain areas and under certain
contingencies. So, I think, Sir, Go-
vernment feel that the measure that

. has been b:fore the House should be

given a very good trial and that it will
in any case give us the experience
that we need and the country needs.
We feel that the proper way to deal
with this is to take the question as a
wiole and come to grips withit. I
do believe that human ingenuity fhany
a time baffles the best efforts of man’s
endeavour in social welfare.

So, Sir, I think that the experience
that we shall gain, that the country
will gain, will be a precious experience.
Now, Sir, I understood my hon. friend
Mr. Bhupesh Gupta has been almost
opposing forward contracts as such.
At the end of his fairly long spcech I got
a lirtle light. He said he entirely
supports the Government so far as
options are concerned and if 1 inter-
pret it rightly, I think that he wishes
to go whole hog to check unheaithy
speculation as a whole. I was rather
interested in the observation made by
my friend Mr. Manjuran. I think
when he said ‘speculation’ he implied
unhealthy speculation. How can this
be consistent with a planned economy ?
As he was speaking, I almost felt that
I agreed with every sentence that
he said because ultimately this is an
attempt in the field of planned economy
also. Now we have taken to regulate
certain types of contracts. Now that
is proceeding according to plan, our
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ultimate objective being that our |
trade should be so planned in the end (
that unhealthy speculation  should
become absolutely  impossible. So |
I will not quarrel on that point at all.
I think h> will entirely find himself
in agreement with me, in the sense
that there is absolutely no difference
between the points of view he expressed
and the Government point of view.
Our ultimate aim is to achieve a state of |
things in which harmful speculation ‘
would be absolutely impossible.

Sir, I content myself with those
remarks because there are no other
points which should require a detailed
reply. We shall carefully consider the
various suggestions made during the
course of the debate. Sir, T move.

SHRe C.G.K. REDDY : Just a
clarification. I should like to know
from the hon. Minister what is
‘healthy speculation’ because I cannot
understand that term.

SHR1 D. P. KARMARKAR: Healthy

- speculation is a speculation which is

in the best interests of the country. !
Suppose I want to have cotton to run
my mills. In doing that I may find !
that the price factor may be favourable
to me. Supposing I am pinned down
to my contract and at that particular .
time the prices fall, I may lose and
my concern will have to lose in produc- |
tion. Now, Sir, that word ‘specula-
tion’ has such odour. I will better
transform that word ‘speculation’ into
‘anticipation’. I make a correct antici-
pation of things for running a national
concern. Supposing the rates do not
fall or the prices do not rise during
that period, I think my hon. friend
entirely agrees with me that there are
certain kinds of anticipations—not
speculations—which could be beneficial
to the country.

JaNAB M. MUHAMMAD
ISMAIL SAHEB : May I have an
answer to my question whether this
Bill covers the contract which is
entered into between an Indian and a
non-Indian ?

[COUNCIL]
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SHRI D. P. KARMARKAR : It does
to that extent to which there is control
over nationals. It does.

MaJ.~GENERAL S. S. SOKHEY : How
does it protect the producer ?

SurID. P. KARMARKAR : Inas-
much as it saves him from the specula-
tors’ activities and fluctuations in
prices. To that extent it profits the
consumer, it profits the producer and
it profits everybody. The whole

| attempt is at levelling up and creating
! a uniform level in respect of trade and

avoiding  fluctuations and uncer-
tainties. To that extent it profits every-
* one.

Maj.~-GENERAL  S. S. SOKHEY :
Would not the prices, of primary pro-
ducts, fixed by Government on parity
basis, be more sensible ? .

Suri D. P. KARMARKAR : Thatis
another point which will require an-
other occasion to reply.

Pror. G. RANGA (Madras) : There
are two points in regard to which I
would like enlightenment. There is a

- minute of dissent by Mr. C. C. Shah in

which he has suggested a specific amends
ment to the Bill. He wanted it to be
incorporated but, unfortunately, it has
not been done. Here is Chapter III
regarding recognised associations. Ac-
cording to this, it means that an orga-
nization may seek recognition from
Government and from this Commis-
sion but it does not mean that every
organization has got to seek this
recognition and must be recognized.
Mr. Shah suggested that it should be
recognised and that every organisation
should come to be recognised and seeck
recognition as otherwise so many abuses
creep in the wake of the private organi-
sations and their mischiefs. I would
like to know how soon Government
would like to take action in this direc-
tion, because it appears to be a very
healthy one.

Secondly, my hon. friend said that
they would certainly welcome the de-
velopment of agricultural co-operatives
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and also the organisation and establish-
ment of these co-operative ware-houses

and I know some of the State Govern-
ments are trying to do something. T
would like to know whether the Govern-
ment of India would try to revive the

earlier scheme that they had during
the war or soon after the war of placing

some funds at the disposal of the State

Governments by way of giving sub-

ventions of whatever it is, upto a parti-

cular percentage of the expenditure

to be incurred on the construction .
of these ware-houses and whether they

would like to consider it at the earliest |
possible moment.

Surr D. P. KARMARKAR : Sir,
with due respect I thought that the
first suggestion was relevant on this
discussion and perhaps in a broad way .
I gave the Government’s attitude with
regard to co-operatives but how much
money they would be able to place or
not, I think, at present it does not arise
out of this.

Pror. G. RANGA : The point is

. . R |
whether they are going to consider it. !

Sur1 D. P. KARMARKAR : I want |
notice of that. |

With regard to the first point that
was made, I thought my friend Prof. |
Ranga did not listen when I spoke first. |
Perhaps because it was a prepared '
speech, he thought it was not worth- |
while. I dealt elaborately with this |
point. I anticipated an objection of .
this nature because Mr. Shah had made |
that point and we thought that a regula-
tion like that would be far too sweeping
at present. Binding the operations |
by any association, unless it be a re- .
cognised association under this law, (
would create far greater difficulties than !
the small solution that would arise |
out of it. I thought since my friend
Prof. Ranga did not table any amend-
ment on this point, that he entirely
agreed with our point of view, but
apart from that, that is our position
and we don’t consider it at the present
moment feasible to give effect to that
suggestion. Maybe ultimately, logi-
cally, every association will have to be
registered but that is an end to be
achieved. At the present moment,

suppose we begin bringing in organisa-

_ tions or any associations irrespective of

its consequences, it might lead us into
difficulties which we may not be
in a position to foresec at present. It
is much better to begin in a small way
and later make regulations of forward
trading specifically effective in certain
areas and commodities.

MRr. DEPUTY CHAIRMAN : The
question is :

That the Bill to provide for the regulation
of certain matters relating to forward con-~
tracts, the prohibition of options in goods
and for matters connected therewith, as
passed by the House of the People, be taken
into consideration.

The motion was adopted.

MRr. DEPUTY CHAIRMAN : We
will take clause by clause consideration
of the Bill. There are no amendments
to this Bill.

Clauses 2 to 28 were added to the
Bill. |

Clause 1,~the Title and the Enacting
Formula were added to the Bill.

Surr D.P. KARMARKAR : Sir, I
beg to move :

That the Bill be passed.

MrR. DEPUTY CHAIRMAN:
Motion moved : .

That the Bill be passed.

Surr C. G. K. REDDY : Ordi-
narily I think after the hon. Minister’s
reply this debate should have ended
and the question should have been
decided. But, unfortunately, to my
great surprise and disappointment, the
hon. Minister who usually gives a very
satisfactory reply to the House, in this
case, has not even attempted to give
satisfaction. I especially thought
that he would be able to tell us quite
definitely what indeed he thinks good
about forward contracts. The inten-
tion of my speaking now at the end of
his reply is to elicit from him some in~
formation as to how the country is
going to benefit from this legalised

744
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and healthy gambling or this healthy |
speculation or anticipation, as he put
it.
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I am not indeed, in a position to un- |
derstand how, if there is an element of '
gambling—and there is an element of
gambling—I suppose he agrees there—
he is going to remove that element of |
gambling by this Bill. Now we are
to have, according to him, a very |
healthy agency through the forward
contracts, not only to help the economy
of the country but to assure the in-
dustries a proper supply of ‘their
raw materials. Somehow this agency
is expected to do good even to the
grower. I rtake it that the grower’s
interest is also his concern. But I
am not able to see and I am not able to -
agree that this would i~.l.sd be so, .
even with this so-calle.i .egulation of
forward contracts. That is at least
my view and the opinion of most of us
on this side of the House.

This agency is perhaps the greatest ‘
evil of the capitalistic system. There
are many others, but bydar the stock
exchanges and other exchanges are
the greatest evils that the capitalistic
system has produced, and it is time
that we, who are determined to have
a planned economy, a Welfare State,
started to put an end to it. But if the
hon. Minister had told us that this
is only the beginning and that we would
be able to take the next step thereafter,
we probably would have given him,
shall I say, a reserved consent to the
Bill. But he has categorically stated,
as I can see it, that he is not going to
take any further step because he thinks
that it is a very healthy anticipation
and that it is a necessary thing which
we should have in our economy. I
for one am not able to see how this is
necessary. These and other things
recognised as absolute gambles, which
the hon. Minister is trying to bridle
through this Bill, are only the pro-
duct of the main thing, namely, for-
ward contracts.

He gave us an example of a textile
" mill entering into forward coutracts
so that it may be assured of its raw
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' material for its next year’s production,
and indirectly assuring that the masses
of the country—tne poor masses
o: our country—are served through its
brilliant and glorious effort. I am glad
that the textile industrialists through
these forward contracts, really have
the intention of clothing the many
millions who have no cloth at all to
wear. What would happen, asks the
hon. Minister, if you had no forward
contracts ? Two years hence there
would be no cotton at all, somebody
else may take it all away. If the in-
dustry does not get its raw material, it
will not be able to produce and the

+ country will not have the cloth neces-

sary to clothe itself.  Therefore, it
is a necessary thing. But, I do feel

. that it is not necessary. One of the hon.

Members on this side of the House
suggested that this agency could easily
be replaced, could easily be substituted
by a very healthy system. After all, Sir,
the only argument for the existence of
these parasites, if I may call those who
enter into forward contracts, is that
they take the risk to supply the mate-
rials that are necessary for industry
or for the consumers during the off-
season and against any eventuality
that nature or something else may bring
about.

But, will the hon. Minister agree with
me when [ say that even if you confine
the activity in forward contracts to a
textile mill, only to the actual manu-
facturer, or to the actual user and eli-
minate even all the middlemen, even -
then I would say that a forward con-
tract will give rise to evil and I can
assure him that in spite of this Bill,
the same amount of gambling, possibly
with a legal protection and with a res-
pectability that the hon. Minister has
tried to throw on its shoulders, will be
able to carry on and still manipulate
the markets in such a manner that our
economy would go on being ruined by
these people. Sir, I would give an
example. A mill makes a forward
contract for 2 years hence, or one year
hence or some years hence in order,
according to the hon. Minister and
according to our great patriot, the textile
magnate, that we may be sure of pro-
ducing and keeping to the target of our
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textile production. Supposing,  Sir,
the prices rise. In what manner do
these people protect themselves ? Let
us say that they are very honourable
people who will honour this contract.
Next year they are bound to manipu-
late the markets in such a manner as to
bring dowa the prices and enter into a
contract so that the grower is forced
to scll it at a much lower price, there-
by keeping a respectable average for
themselves, or, let .us say, a workable
average of the prices.

After all, S.r, what I feel is, barring
these little middlemen, who make a
little money here and there, and some
of them make crores also, the biggest
people in the ' country are the real
motive force behind the entire forward

- contract system. They are the same

people who own the biggest industries;
they arc the people who control the
entire banking system in the country,
they are the people who have a lion’s
share of the insurance business. Now,
by eliminating the middlemen, what
is it that you are protecting the growers
against ? You may be eliminating
the middlemen and making it a little
inconvenient for the bigger men to
operate in the market ; but, as the
hod. Minister rightly pointed out,
human ingenuity, as he said, the evil
genius of a human being—if a magnate
and a financier is a human being—is
such that none of these Bills would be
able to protect us.

We should be able to take a measure,
not a half~measure. The hon. Minister
says that he cannot go fast enough ;
but, that is exactly what these people
think. They know that he cannot go

fast enough ; they know that he is not

competent enough to stop their evil
designs which they have been perpet-
rating on the country. I feel definitely
that there is no use of this Bill at all.
In fact, this is not going to curb the
evil. The evil is going to be there
just as much as it ever had been.

If you wanted to do anything about
this Forward Contract—my assump-
tion is that you have found that the
forward contract system has been an
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ot desiraole to curo 1, it i3 nzc:ssary
that you need to curo it through an
effectsve Bill, but, my contention is that
you are not doing it. Because, by
merely eliminating the small man,
you are not eliminating the big people
who are really th: mo.ive force behind
tats system., Adcrall, S, you go to
th> East India Cotton Association and
see who are the Members of the
Managing Committee, find out of how
many textile mills they are Directors,
of how many vanks they are Directors,
of how many insuraace companies they
are Directors. They have the entire
financial backing in the country to
operate to their own benefit and to the
detriment of the grower and cven the
little middleman, who is the ag:ncy
between the grower and themselves

How are you going to stop them from
operating the market in such a manner
that the grower, whether it be of cotton
or oil-seeds or anything else or even,
as my hon. friend Mr. Ismail said,
hides and skins is protected from the
explotation of thesc big people ?
How are you going to prevent them from
making use of this legalised gambling,
legalised speculation, legalised anticipa-
tion ? How do you intend to do it ?
1 for one, Sir, am unable to understand.
I am also unable to understand how
you will be able to protect your Plan—
if you produce a Plan at all in the sense
of the term as 1 understand it, a few
days hence—with this only check,
with this only bridle on the evil people
who exist in the country today ?
How are we going to prevent those
plans from being sabotaged ? 1 am
not able to understand.

My friend Shri Gupta rightly pointed
out—I would say that 1 am almost
entirely in agreement with him, in what
he said today—he might have sounded a
little irrelevant to those who do not
understand the economic system in
which we are living, but I almost en-
tirely agree with him when he pointed
out that planning cannot go hand in
hand with this. This means you do
not understand the plan. You cannot
plan on this basis. The plan can never
cover the operations of these pecple.

evil in the country—and if you thought = How do you intend to carry out the

'
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targets that you have laid down in the
Plan ? This sort of wishy-washy
measure, onn those people who have
been wrecking the  country, can
only send the entire country in one
direction to ruin,.
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ProF. G. RANGA : Sir, Ifthe Gov-
ernment had not brought forward
this Bill, I would have been very much

in agreement with the sentiments ex- )

pressed by my friend Reddy, in regard
to the evils of speculation and the
troubles our producers
from these speculators. But now I
am face to face with this Bill. My
hon. friend, the Minister for Com-
merce, in sumuning up the debate,
has already evinced the general approval
of the House, although some of the
Members would like it to go much
further and much more quickly, and
so on. It is not possible now to say,
along with my hon. friend Shri Reddy
that it is useless. It is not useless.
The next thing he said was that it
would be ineffective. I do not think
it need become ineffective. The third
thing he said was that it was going
to keep out some people and give
monopoly to top people only. That

is exactly what I think this Bill is in- |

tended to prevent. If you look into
clause 6, sub-clause (2), paras. (a) and
(b) you will find that sufficient care is
taken in regard to the membership of
these organisations.

Surl C. G. K. REDDY : Those who |

are not members are not allowed.

ProF. G. RANGA : Thatis quite
right. It ought to be so. Then alone
unhealthy speculation can be checked
and prevented.

Sur1 C. G. K. REDDY : You are
using his phraseology.

ProF. G.RANGA : Yes. A person,
who is not a member of these organisa-
tions is not allowed to operate on these
forward contracts. I agree with my hon.
friend, Mr. Reddy, on the more funda-
mental things that there should be no
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scope at all for forward mark:ts, or
for spzculation in any oth:r thiags.
Therefore, our society should b: so
organised, our agriculturist should be
hzlpzd in such a way, that his products
will go straight to the ultimate consumer
if need be through th> procassing
factories, and then later o1, through
the manufacturing concern and so on,
without the mediation of th:s> p20pls.
If only this cauld be done! A
' solution was suggested and I am in
‘agreement with that solution ; and
that is co-opzrativisation of th> whole
| agricultural — marketing. With the
. co-operativization of the whole of the
| agricultural economy it can bz done.
) It is done in so many oth=r countries.

Certainly it is done with almbst 9o par
cent. of the needs of the pzople in
Denmark and in soms2 other countries.
They are very small countries. I
do not mean to say that we will not be
able to achieve what they have achieved
but it will take som= timz. We have
- progressed towards that goal. This
\ Bill, I think, is a very small step, and a
‘ first step, in that direction. All this
| time all these people, these specula-
| tors, have been playing mischief with
| us. For a long time we have been
asking for a Bill like this. Ir came up
i for discussion in the Indian Oilseeds
| Committee also, where the majority
of members happen to be the represen-
| tatives of the growers. We thought
that the Government was delaying the
bringing forward of this Bill. We had
to send several reminders to the Gov-
ernment. And, now, in the end,
it has come before us. Therefore,
let us welcome this Bill, not in a half-
hearted manner, but wholeheartedly.

My complaint is not that this Bill is
not good in itself, but that, as our
friends have put it, it does not go far
enough. I wanted to make one very
small suggestion, but my hon. friend
fights shy of it. You force these people
to organise themselves in certain
specified areas. That is how the Bill
seeks to move. I suggest that there
should not be any placeat all where
there might be a private organisa-
tion of these speculators to play mis-
chief on society. All over the country,
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every group of people who wish to
deal in forward contracts should be
brought within the purview of the Act.

-

My hon. friend the Minister would
like to go a little slowly. 1 do not
wish to quarrel with him on that score
at present. But I would like him to
keep this suggestion in mind, and then
try and take the earliest possible step
to carry it out, say, after one year of
observation as to how this legislation
affects industry and trade in the country.
I can quite understand my hon. friend’s
hesitation to go ahead in a full-fledged
manner, because, as we all know, we
do not have sufficient trained per-
sonnel today. What was the com-
plaint that so many people made over
textile controls when they were in-
troduced ? The complaint was that
the officials who were appointed by
the Government to deal with these
controls were not specially trained
people, and that they did not under-
stand the technicalities of the textile
industry.  They needed more time.
They took too much time. By the time
they learnt something, there was a
change in the personnel of the Ministry
here, or there was some change in the
attitude of the Minister towards the
Textile Commissioncr and his sub-
ordinates, and pcople came to be trans-
ferred elsewhere. It was accepted
by the previous Minister, I think by
Dr. Syama Prasad Mookerjee, that
there should be special personnel to
administer these controls, and there-
forc there should be special training
given to the officials. The Govern-
ment of India promised to give this
training. They  promised to take
special steps in this direction. But
ull now they have not taken any steps
at all. They did not have what is
known as the Economic Civil Service,
a brains trust. I would
Government of India to think about
it again, now that we have a new Chief
Minister in charge and his Minister

. of State also to deal with these matters,

so that it would be possible for Gov-
ernment to have at an early datc a
sufficient number of trained personnel,
with whose assistance and co-operation
it might be possible for them to go

|
|
|
|
|

like the |
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much further than they propose to do
in this Bill. Everyone of th:se so-
cieties will hive to bz provid:d by
Government with at least ons, and
sometimes, I suppose, even more than
one of their representatives to
watch the activities of the societiss.
That would need a number of pzople
with, proper qualifications. It is doubt-
ful whether the Government of
India has got those people just at
present. They may have to take soms
of the I. C. S. people or som: other
people and give them training.
If, on the other hand, T were to insist
that these societies should bz allowed
to organise themselves in every trade
centre, then I am afraid this Go-
vernment anyhow might not be able
to tackle the situation. That is why
I am quite prepared to understand
the hesitation of my hon. friend in
accepting the suggestion that I had
made earlier. Sir, I wish to make
one other suggastion. My hon. friend
wants notice. I would like to give
him some information. Somec ycars
ago, there was what was known as the
Groundnut Fund. More than a crore
of rupees came to be accumulated
under that Fund. So far as the
amount collected for the Fund was
concerned—I1 speak subject to correc-
tion—it was specially earmarked for
the promotion of the construction of
co-operative warehouses. A portion of
it was handed over to th: Oilseeds
Committee. We allocated it among
the different States and we asked
the Governments to build these
co-operative  warehouses. But the
State Governments came back to
us with the reply that therc were
not sufficient funds with them. We
asked them to contribute fifty per cent.
They said that they would not be able

. to contribute anything. They wanted

|
|
x

|

the whole cost to be paid out of the
Fund. That is the situation in almost
all the States. They are today face
to face with budgetary deficits and they
are not in a position to help their own
co-operative growers and  build
the warehouses. Therefore, I would
like the hon. Minister here of the
Government of India to consid:r ths
suitability of taking as early a step
as possible to raise adequae fuais
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and place it at the disposal of the !
State Governments in order to enable
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commodity for the matter of that—
he may also find that it would help

them to construct the co-operative | him tosell his future crop at a particular

ware-houses and through the ware-
houses enable the farmers to work for
their betterment in spit2 of the acti-
-vities of the speculators.

I think the hon. Minister will try
his best to go almost out of th: way
to the rescue of the growers through
the development of these co-operative
-ware-houses.

SHr1 O. SOBHANI (Hyderabad) :
Mr. Deputy Chairman, I had no in-
tention to participate in this debate.
But certain remarks made by Mr.
Reddy and one or two other speakers
have led me to the conclusion that the
very object of this Bill is entirely mis-
understood. My friend Mr. Reddy
raised the question as to how it could
benefit the textile manufacturers and
growers 7 He also said something
-about the East India Cotton Association
and oilseeds growers. In the first
place, I would ask him to realise that
a forward contract is not necessarily ]
a speculative contract. The word
“speculation’ stinks in my nostrils, be- 1

|

cause many years ago, my entire family
‘was ruined as a result of speculation.
So, I have no sympathy with any
speculator. What I want to explain to
my friend is that a forward contract
is necessary for the benefit and pro-
tection of a bona fide manufacrurer
and even a bona fide
textile manufacturer or

grower—a
any other |
manufacturer may find at a certain

time of the year that he can buy\
cotton or any other raw material at a |
reasonable price, and he may have an

offer for forward contract for the sale |
of his product. Well, he sells cloth |
at a particular price, calculates his cost |
and covers himself against furure |
fluctuations by buying the required

quantity of cotton, so that as a matter \
of fact, by entering into a forward \
contract he actually avoides speculation. '
He avoids the risk of the market being ]
against him when the cotton arrives.

As far as a grower is concerned—- |
grower of groundnut seed or any other |

' time when he thinks that the market

is high. "’ .

Suri C. G. K. REDDY : He never
knows it. He never has a contract with
the manufacturer.

SHRI O. SOBHANI : Well, what all
of us have to do is to educate our
grower to start co-operatives and to
help him to come out of the hands of
the mahajans who are sucking his blood
at the present moment. The point is
that a forward contract gives him an
opportunity, through his broker or
agent to cover himself against any
decline in prices in the future when
the crop is harvested and the commo-
dity is actually in the mandi.

Suri B. B. SHARMA : (Uttar Pra-
desh) : On a point of information, Sir.
Is it not a fact that these forward con-
tractors very often, when they want
to bring down the price of a particular
raw material, they begin to give a
wrong quotation as they did in the
last summer in respect of gur ? Now
they brought down the prices abruptly.

Sur1 O. SOBHANI : Sir, then Mr.
Reddy mentioned that the East India
Cotton Association is in the hands
of the capitalists. Unfortuntely, Sir,
that is so. But if our growers and

' small traders were properly educated

to realise their own position—this state
of affairs would not last long.
(Interruprion.) 1 may say, Sir, that
it is necessary to confine the business
to members—because in case of
fluctuations they have to pay the losses,

| if any occur ! The ordinary trader or

grower is not debarred from entering
into a forward contract because he is
not a member of the association.
He goes to the broker or his aratya
or agent or whatever he may be called
and does the business through him.
Therefpre it is not absolutely necessary
that the membership of any forward
trading association be confined to mere
capitalists.

SHrI C. G. K. REDDY : The broker
has come here.
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SHRI O. SOBHANI : Even now you
have the mahgjan from whom he is
borrowing money to finance the pur-
chase of seed. Therefore I say, es-
tablish co-operatives—that will save
the grower from the clutches of the
mahajan. 1 am sorry, Sir, that much
against my will I have been drawn into
this debate, I hope that we shall soon
gain experience and appreciate that
the object of the Bill is perfectly sound.
It is not to help speculation but to
check speculation ; I congratulate the
Commerce Mianister for introducing
this Bill. But I would warn him to be
alert and to see that this Bill is not

abused and whenever he finds that some |

person or a clique is faking advantage
of the provisions of this Bill, he should
immediately come forward with the
necessary amendments.

Jwas M. MUHAMMAD ISMAIL
SAHEB : I want to say one or two
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. Bill comes into operation with regard

|

|
|
|
|

to these trades, what will happen ?
They will have to form associations.
To form an associdtion is not an easy
matter. To expand the membership
of an existing association is one thing
but to form a new association is quite
a different thing. Small people,
deserving people, who are rightly en-
gaged in such trades as leather pro-
duction, don’t know really the intricacies
of law. ‘

MRr. DEPUTY CHAIRMAN : Are
you making a case to oppose the Bill ?

JanaB M. MUHAMMAD ISMAIL
SAHEB : No. I am supporting the
exemption that has been granted to
certain contracts by clause 18 and I
suppose I will not be wrong if I am
even to oppose the Bill.

Mr. DEPUTY CHAIRMAN : We

things, Sir. What would happen to ' are in the third reading stage. If you
the cases Wthh I referred to 1In my J want to make out a case to oppose,

previous speech ? Take for example,
Sir, the leather trade. There is a sur-
plus which the country cannot con-
sume. It is to be sent outside our
country. Then, if we have to send

you may do so. Otherwise please

wind up.

Janas M. MUHAMMAD ISMAIL
SAHEB : I say this in elucidation of

them outside the country, are we O | whar I said previously. The small
follow the system of auctions and send | people will be eliminated and therefore
out goods closing our eyes, keep them | I say that the exemption granted is
in London for two or three months | right until at least we are established
and then sell them for whatever prices | in  this system of forward contract.

they are able to fetch at that time ? | When they are properly established
Qr is it better in the interest of trade } then thereywiu b‘é tﬁ;’—w)’ :

and industry to have forward con-
tracts, so that the people who are pro-
ducing these commodities may know
what they would get from time to
time ? This forward contract system
in such cases is essential. Because
they are required for stabilising the
prices and this system really stabilises
the prices in such cases.

Again, T purported to say in my pre- |

vious speech that clause 18, sub-clause
(1) rightly exempts such categories
as non-transferable contracts from the
operation of this Bill Because the
system of forward contracts, as carried
on by the trades concerned—the
trades which I mentioned—is in the
course of being built up and it is not
yet sufficiently established. If this

|
|

enough for
the provisions of the Bill to be brought

' into operation with regard to them as

well.

Then another point which I raised
with regard to this Bill was whether
the provisions of this Bill will apply
to contracts entered into berween
Indians and non-Indians. The House
is told by the hon. Minister that it
does apply to such contracts also. If
it were so, then clause 8 sub-clause (3
says : ] .

“Bvery other person or body of persons
who has had dealings in the course of business
with any of the persons mentioned in clauses
(a), (b) and (¢), shallbe bound to produce
before the authority making the inquiry,
all such books, accounts, correspondence
ete. etc.”
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[Janab M. Muhammad Ismail Saheb.] |  Suri K. C. GEORGE : Just fifreen

This means all those people, Indian or “ minutes, Sir.
foreign, who have had anything to do |
with the business concerned, are bound |  MRr. DEPUTY CHAIRMAN : Then
by the provisions of the Bill. My doubt | you may speak tomorrow.

is whether we can legislate for the | :

people who are foreigners. [ The Council now stands adjourned
SHr1 K. C. GEORGE (Travancore- to quarter to eleven, tomorrow.

Cochin) : Sir, I have been trying to |

get a chance to speak.

MR. DEPUTY CHAIRMAN : Are
you likely to take much time ?

The Council then adjourned
till a quarter to eleven of the
clock on Wednesday, the 3rd
December 1952.

far)
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and expgrts may go, but what will they
do ? They will keep the

[ 2 DEC.

forward

markets undzr observation and draw

the attention of the Central Govern-
ment or any other prescribed authority
to any developmeat taking placé in
India. He will collect, and whenever
the Commission thinks it necessary,
publish information regarding the rrad-
ing conditions in respect of goods etc.,
etc. These will be roughly the func-
tions of the august Commission that is
going to be appointed. Now, Sir, we
have had a plethora of Commissions in
this country. They have come and
gone, but the conditions of the people
have become worse. I do not know

1952 ] (Regulation) Bill, 1952 696 :

Minister, obliging as he always is, will
no doubt issue the certificate at the
earliest possibls reference. Now Sir,
these associations have been given
plenary powers. Ifthe Government is

‘of opinion that any recognition granted

to an association under the provisions
of this Act should, in the interest of
trade or in the public interest, be with-
drawn, the Central Government has

. even the right of taking away the recog-

how much this Commission is going -
to cost the public exchequer, but I

know, Sir, this will not stop—will not
even touch—spzculation at all.

Th's | are any less clever persons than many

Commission which is going to be ap- -

pointed may be a good show, to make

something to stop the abuse, but in
effect it will be a useless body, main-
tained at the cost of the public ex-

chequer, because, on that body not-

even the genuine interests of the pro-
ducers and other people—people who
may not have intimate knowlcdge of

nition. I know all that. But it is
these speculators who will formulate
the rules, Sir, the principles, the code
of behaviour for the trade. It is these
gentlemen "having their knowledge and
experience—knowledge  which  has
brought about so much ruin to our
country—who shall formulate the laws
and the bye-laws and I do not think they

of our Ministers and Deputy Ministers.

ARE  They are past-masters in evading laws;
it known to the world that you are doing |

they are past-masters in formulating
rules and regulations, whereby they can

. escape certain legal restrictions and con-~

the wiles of the market, but who may .

have sound common sense but have

!

that measure of public spirit which will '

ensure good and hard work—will find
any place.

Then there is the question of recog-
nised associations. The association
will be composed of the very genile-

. place.

men who are carrying on waat they call -

trading on
These gentlemen will comprise the
Commirtee and the Government will

intelligent anricipations. '

naturally extend its recognition to that '

particular Committee and make them

acceptable in the order of precedence '

in the Durbar of Delhi. That we can
understand. But how does it help the
growers ? How does it help the

countrymen, the common man ? How .

does it help the coasumer ?
no indication whatever that these in-
terests will be represented. The asso-
ciations will be more or less renamed.
“Those who form an association will
apply for a sort of certificate from
the hon. the Minister, and the

46 C.S.D

There is

trol orders, and they will raturally
arrange their house in a manner thatwili 2
suit them. Probably the Miunisicr will
say : We will try to check, we will
find it out when it go»s against the
interests of the countryv. From what~ _
ever experience we have of our hon.
Ministers, we would not feel very
optimistic about such a statement.
Because we find that it is the Minis- :
ters’ laws that change when any -
coalescence between the Ministers and
the gentlemen in the trade takes
When there is this unholy
coalescence between the two, the laws
that change are the Ministers’ own
laws and not the laws of the big busi-
ness associations. Therefore it gives
me no hope whatsoever. ’

Then again we find something has
been said about the non-transferable
specific delivery contracts. Sir, every-
body knows and certainly the business-
men—some of the hon. Members have
got very good experience of business—
know that the non-transferable specific
dclivery contiacts con, in Ireny Casces,
be turned into specific delivery con-
tracts. The word ‘“non-transfcrable”
can be eliminated. ‘Take for instance,
a contract between A and B, which is

v
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[Shri B. Gupta.]
not transferable. You can easily make
it transferable by endorsing, just as
you do in the case of a bill of lading or

a railway receipt, or by authorising |

somebody to receive the goods on be-
half of A or B. These  things are
frequently done in the country.

Surt C. G. K. REDDY (Mysorc) :
Just import licences.

SHrl B. GUPTA : Yes.
a case in point. These things are
. usually done. I do not waht to go
into the legalistic details of the matter.
But let us be clear on one thing. When
you leave this kind of thing out you at
the same time create a situation in
which these contracts will also be used
for frustrating whatever little interrions
you may have in this law. They will
be abused for speculation, as they have
always been in the past. Therefore,
there are some people who feel very
strongly about this matter. I am not
going into it.

When the crax of the matter has not
been satistacto ily handled, when the
business of specylation has been left in
its place, it is polntless 1o argue with
the Government, with regard to the
details. Therefore, I am not going into
it. We know that these non-transfer-
auic specific delivery contracts will very
easily become speculative, whenever
speculators desire them to be so.
Speculation on them will go on
merrily, as it is going on today.

There are certain penal provisions in
the Bill. The offonce has been made
cognizable. We know that when the
real problem has not bzen handled, this
kind of provision will no more frighten
the speculators than did the various
other , control measurss, that exist in
the country, frighten the profiteer and
the black-markercer. In fact. when
such measures are passed. when these
regulations are passed, when these
penal provisions are declared from the
housetops to the business community,
it becomes a kind of joke among them,
tccause they know well how they can

.
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evade this kind of measure and frustrate
the processes of law. Therefore, if the
hon. Minister thinks that he is going to
frighten the business community and
the speculators by this kind of penal
measure, he will not succeed, for the
simple reason that the traders and the
speculators know that their basic posi-
tion remains unaltered and that they
can carry on as before. I wish we were
in a position today to give our uncondi-
tional support to a measure which would
go all out to crush speculation in the
country. There is no such measure
before us. This measure is good in so
far as it bans options. At best it is a
measure which only proposes to control
and regulate speculation. I can tell
you from what experience the people
have, from what experience I have and
others have in this House, and I hope -
my contentions will be borne out if my
hon. friends in the business, multi~
millionaire friends, will make a little
confessional statems=nt here, that these
measures will not serve any purpose
whatever. They will become a joke
and will go down in history as yet
another law which the Congress made
to save its face and not for the abolition
of social injustice. Therefore, I hope
the next Bill, if they are at all contem-
plating it, would come very soon before
the House, and that before preparing it,
they will consult not merely their ex-
perts—we do not know those invisible
experts—but popular representatives
namely the representatives of the trade
unions, representatives of the kisan
organisations, regardless of party and
political affiliations. Let all parties
come and sit round a table and discuss
the problem so that you can evolve a
m>asure that arises from the live expe-
rience of suffering people and that does
not arise from the brainwaves of this
or that expert. After all, these top heavy
experts have produced nothing in the
country today. Let the Government
have the courage to go to the people,
talk to their representatives, take counsel
with them. And I hope the time will
come when they will begin to cultivate
the language of-the common people and
not give in to the language and accent
of the speculators and other social
criminals that have led our country to
utter ruin and degradation.
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Your

Surr C. P. PARIKH (Bombay) :
Mr. Chairman, I support this Bill, ani
I congratulate the Minister for Com-
merce and Industry on cmbodying

[ 2 DEC.

certain provisions which will reduce .

speculation or unhealthy trading to
the minimum.

But tefore I make any observations
on this Bill, I would say that this Bill
is of such importance that it took four
days in the Lower House.

and a Joint Select Commitiee was
appointed. Now, if this House is to

1952 ] (Regulation) Bill, 1952

on, then this House will ke a tame
affair. Yeou Sir. being the Chairman
and guard.an of this House, will, T hope, -
tak: up this matter and press it on with
all vour influence.

Surr B. C. GHOSE (West Bengal) :
Bills also should originate in this Ho ise.

SHrI C. F. PARIKH : I am coming
to that. The Constitution provides

" that Bills can be introduced in this

In the last -

Parliament also this Bill was debated . conrribute to the discussion, such Bills

exist and is to exercise any influence, I

must say a Joint Select Committee, in-
cluding Members of this House, also
should havc been appointed. .The
Commuttce should have included Mem-
bers of this House also.
is also composed. of various political
parties, and some members of the party
in power are in the Cabinet, and some
of them may have been elevated to the
rank of Ministers.  There are also
members of other partics and also in-
dependent members. Some of the

This House |

Members opposite are also persons of

eminence and their opinions are held in

high cstcem by the party in power as

as well as by the country.
should have been referred to a joint
committee of both the Houses. If that
is not done on mcasures of such im-
portance, I think this House will gra-
dually lose interest and those persons
who want to contribute to the dis-
cussions will be tired of attending this
House for a greater number of days.
These persons can contribute to the
betterment of the nation in so many
other ways. If mcasures of this des-
cription are brought bcfore this House

This measure |

I

|

House. But I see thit no Bill of any
importance is introduced in this House.
If hon. Members of this House, who are
selected by the various interests, are to

+ should be introduced in this House.

The high level of debate thit will be
contributed by this House will. I think,
be an eve-cpener to the other House
to show how things arc conducted in
this House. Therefore, some of the
Bills may be introduced in this House.
It is no use bringing all the Bills in the
other House first and then bringing
them before this House for our con-
currence or our remarks after the matter

has become stale. W heit-we—.make

suggestions on such Bills, it is too late.

[

With these observations, I will now
proceed to the debate on the Bill and to
the observations which the hon. Mem-
ber, Mr. Gupta, made. The wholz of
his speech consists of an attack on the
speculator and on speculation in gene-
ral.  He suggests that speculation
should be abolished in this country.
He has used some abusive words. He
has used the harshest language possible
against speculators. I agree with him,
and I will use morc abusive language if
it is necessary, because I detest specu-

+ lation if it is carricd on against the in-

| terests of the country.

in this way, this House ultimately will :

have to be abolished. So. in order that
proper opinion of both the Houses
should be assessed, which the Consti-
tution provides, it is necessary to have
a Joint Seclect Committee in which

Members of this House should also be

includ=d.
ture.
Even there the Members of this House
are not included. If this process goes

This is not the first dcpar-

The Estate Duty Bill is thera. |

Bur that is not
the remedy. In order to control specu-
lation and bring it into healthy trade
activity this Bill has been brought.
If he had looked at it from this angle,
then he would not have indulgzd in the
remarks in which he has indulged.
Till nox trade was left free all over
India to do what it liked in matters of
contract. This is the first Bill of its
kind brought forward by th: Central
Government which tries to bring under
contro] all the illegitimate activities

. which run in‘o unhealthy trading and

—
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(Shri C. P. Parikh.]
unhealthy speculation. But healthy
trading is not speculation. You have

to differentiate between what is healthy
traling and what is unhealthy trading.
If the cultivator wants his full price,
then healthy trading w'! Ye nec _sary,
otherwise the cultivator will suffer and
the consumer will also suffer

Sir, I want to make this point clear,
because our country is a producer of
agricultural commodities to a large
degree. And among the agricultural
commodities, cotton, jute, oilseeds and
other crops are the mainstay. Now,
these are the crops which are marketed
in a period of three months. While the
consumer or the manutacturer is able
to take delivery within a period of twelve
months, within these nine
somebody has to take care of surplus.
Who will take care of them ?

care of these commodities ? The pro-

has no resources. The consumer is
unable to buy becaule he is buying from
hand to mouth. The manufacturer

also cannot take care of the commodlitics, |

because he has to store the raw materials

Would |
the consumer or the manulacturer take |

[ COUNCIL ]

- as well as the finished goods and cannot
also take the chances of fluctuation in

“prices. Moreover, funds will not be
available with him. There may be
wide changes in the
demand because the factors are beyond
our control and also owing to the fact
that our crops are dependent on weather.
Weather plays a great part in our
country. Many of our areas are not

irrigated. When our crops are not irri- |

gated, they are subject to the vagaries
of the weather. We see that in some
cases the anticipated yield of the crops
varies from 4 annas to 20 annas.
are dependent upon the monsoon.

Thercfore, there is a great change in the |

price on account of the weather. Then,
we have the international market
changes. The influences that work in
the international markets or the changes
that occur in the internctional markets

These |

international |

are Leyond the control of the State or

the manufacturer. Thercfore, we have
to try and sce how these commadities

i ing speculation in the scnse of un'
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could be brought under proper market-
ing. We have a'so to reconcile with
the agency of the middle-man. T shall,
in this connection, refer to the special
instance of cotton. It produces forty
lakhs of bales and i i3 worth more
than 160 crores. Here, the middle-
man has to employ funds for a period
of nine moaths an ' we have to find
a numbcr of middle-men to do so,
because our savings are only limited

| to the extent of fifty crores available

in the channel of distribution. We can-
not therefore easily find the means to
market this 160 crores worth of cotton.
When a number of people put in their
resources and make efforts to market
it, then only the purpose will be served.

I have to point out to Mr. Gupta

. that an agency should be created to
months -

handle these goods and if this is not
done, only the cultivator will suffer
and nobody else ; because, the pro-
ducer, when he has to sell his goods,

| has to do so within a period of three
ducer is incapable of doing S0, becmsc ‘

he has no means. 'The Teuirist is
QL 15 on to do so, chuaSP he

If he has to sell within the
three months sometimes he sells a
long time earlier in the market. The
middle-man has an intelligent antici-

pation. *He knows what the cost of
production is. And he will not buy
and the producer will be put to diffi-

culty if the prices offered are below
the cost of production. Now, the
prices rise mostly after the marketing
period, unless there are other causes
or international factors. At that time,
whatever happens between the mer-
chants and the middle-men, the produ-
cer does not come in.  And there is the
legitimate cry in our country that the
magimum prices which are ruling are
not available to the producer. That is
so because the prices remain low
within the first three months. The
producers know that they are not get-
ting the right price for their commo-
dities. They are getting only the
minimum price in spite of the market
fluctuations. What T would say is that
the wide fluctuations which are hap-
pening in the market should be con-
trolled. If my hon. friend Mr. Gupta
says that the Governmént are not
taking steps to contro! speculation, I
do not agree with it. This measure,
though it seeks to provide for prevent-
“lthy

months.
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trading as the hon. Minister said, what
he meant by speculation was unhealthy
tradinz and not anything else. He did
net want to include healthy trade in
speculation.

MRr. CHAIRMAXN 3 Well, you can
resume your speech at 2-30. The House
stands adjourned.

The Council then adjourned
for lunch till half past two of the
clock.

-

The Council re-assembled after
lunch at half past two of the clock,
MR. DEPUTY CHAIRMAN in the Chair.

SHRIC.P. PARIKH : Mr. Deputy
Chairman, before lunch I was saying
that in order that the crop and the
agricultural commodities may be
marketed
there is the need of an association

where a number of psrsons meet to- ¢

gether and urilise their resources in
order that the prices may not generally
fall below the cost
because everybody will be tempted
to buy when prices reach the cost
of production. Now, Sir, the whol>
mischief is done by the rising prices

of which the cultivators do not get |

the bensfit., To that' T will refer

later.

Now, Sir, these associations have
to be controlled by Chapters III and
IV as given in the Bill. According
to Chapter 1II, cvery association,
if it wants to conduct transferable
contracts, has to be recognised and
recognised under certain rules. Then,
Sir, clause (2) (a) says :

vthat there shall be no limitation on the

number of members of the association or that

there shall be such limitation on the number |

of members as may be spscified;”.

Tais means, Sir, that the present
associations, having closed member-
ships, will no longer have that privi-
lege. At present, Sir, what haprens
is that associations refuse admission to
new mecmbers. And this clause pro
vides for the admis_ion of member-
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in an orderly manner, !

of production, .
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'ship. Ifan association rejects a man,
' Sir, a valid ground will have to be
I given for that and for that the
Forward Contracts Commission
will be operating. So a great thing
is done here and those who want to deal
inthis commodity are allowed to come
"into the picture. That is the way
! to eliminate or reduce speculation and
, monopoly also. Then, Sir, clause
| (b) says that Government shall
‘ have representation of not more than,
I three persons who are not members.
I say, Sir, that this clause requires
consideration of the hon. Minister,
i If there are fifteen or twenty directors
“in an association, then, three out-
siders will not be able to exercise
their voice and control and regulate
( their transactions in a manner which
J is desirable and which is inthe in-
| terests of the country. Their views
‘ Then I say, Sir, that
! in such a case the number of outsiders
I'should be 25 per cent. of the total
, strength of the Committee or the
f Board, whichever may be there.

! will not prevail.

! Then, Sir, another important pro-
that this Commission  will

_ight to inspect the accounts

1' ‘e association or of any of its

~m'2mbers and further any outsider
who is dealing with a membcr of the

| association. All these powers are

‘ taken to restrain speculation and con-

| vertitinto bona fide trading or healthy

i trading,

l Now, Sir, with regard to clause 11,
the bye-laws have to be approved
by Government. Now, what are the

| byc-laws ? Now this is ‘a technical

%term. Transferable contracts pre for

|

b
|

|

1
i

o -

N

a furure date and the outstanding
contracts may be terminated by the
association. That  clause is there.
| Here also the Government will step
in and can issue a previdus directive—
“Without our consent you will not do
| this.” Thercfore, _speculation - which
is carricd on by bull plays and bear
plays, which is happening in many
exchanges will no longer be carried
on and speculation will be brought inte

| healihy trading. ‘
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Then, Sir, clause (%) is there which
says : :

705

“the admission and prohibition of speci-
fied classes or type of goods or of dealings
In goods by a member of the recognised
association;”, -

It may be laid dowa, Sir, that no m=m-
ber of the association shall deal in such
and such commodities which  are
prescribed by the association. There-
fore a man who wants to make a great
turnover cannot be a member of any

other exchange. That {s also a healthy
measure,

Then, Sir, clause: (n) séyS‘

“the regulation of fluctuations in rates and
prices;”. - .

Government can put down and regu-
late that the prices will not fluctuate
during the day more than one or two
per cent. or during the year to the
extent of 10 per cent. or 20 per cent.
which Govcornment considers  desir-
able, or Government can put such
limits to fluctuations as they think
are in thelarger interests of the country,
so that th profits are not pocketed by
these membirs to the dotriment of the
producers or of the consumeis who
are buying these goods. 1 may tell
you, Sir, hore, that maximum and mini-
mum pricss arc also governed undcr
clause (o). The Government ca
prescribe the maximum and mini-
mum prices which will be permissible
for trading and they can as well pre-
scribe under clause (») the daily
fluctuations also.

{ COUNCIL ]
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t beyond his capacity and which is done
at present.  That, Sir, will be a great
res'raint on forcign trading or specula-
tion. I say, Sir, that the Commission
should be vigilant and if the Com-
mission is vigilanr, these things will
not happen,

Then, Sir, one omission is there to
which I would like to draw the atten-
tion of the hon. Minister. The thing
is that tenders are made, qualities are
approved and when those qualities
which are approved are re-tendered
after three months, they are rejected.
That should not happen, because
once the goods which have been ap-
proved by survey and arbitration are
up 10 the standard laid dewn by the
association, and when after  three
months those goods are tendered,
they should be accepted by the seller
and the buver. At present the
abuse is made in this way that survey
and arbitration systems are in the
hands of members of the association
and there is a bull play and a bear
play. This provision I think, Sir,
should be inserted in the bye-laws that
the associa‘ion will see that they make
propcr facili ies  for re-tender of a
quality which is previously passed
wirh some allowances in the case of
crops which deteriorate. In gencrality
it docs not deteriorate, but, wherever
' that is pos:ibl-, some allowance should
. be made and 1ihink, Sir, if this is done,

thea lot of capital will be flowing in
the trade and spcculation which s
| carricd on by ccrtain partics in this
trade by strength  of their capital
wiill be reduced to a minimum. At
present adcquate capital is not diverted
in this channel. 1 would, therefore,
request my friend to consider that.

Now, Sir, another great feature of | Such regulation will be in the interests

this Bill is clause {g), “the !imitations
on the volume of trade by any indi-
vidual member; . The Bombay Act
regulating this contract is applauded
by many, and I may say that the
Bombay Act did not contain this

- healthy provision, which is necessary.,

Government, I think, have given
their full attention to climinating as
many loopholes as possible and this
is one of them that no member shall

indulge in a volume of trading which ig

of those who want to deal in this
commodity.
l 3 P.M. A

This is with r¢gard to the recognized
associarions  which are dealing with
transferable  contracts or  where
contracts can be bought and sold ip
any number by the mambers of 1he
association. As regards ready  de-
livery contracts, there can be no risk

4
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because dzlivery has to be ready.
The forward coatracts differ  in this
matter that they are transferable as
well as noa-transterable and Govern-
ment has thought fit to regulate them
under Chapters I11I and 1IV. They
have classified forward contracts into
transferable and non-transferable and
by Chapters I1I and IV they want to
coatrol oaly transferable contracts
and as regards the non-transferable®,
contracts, they have madz provision
under clause 18, to which I shall come
later,

As regards the transferable contracts,
what is happening at present ? These
associations arc operating in a cer-
tain area and they have a right to
do it and Government naturally will
give a monopoly to that asscciation to
conduct their operations in that area.

[2 DEC. 1952 ]

I will request Government that wher-
ever in another area which is compact
and whaich is not disturbing this area,
if any association is forthcoming to |
deal in this transaction, permission |
should be given to it in ord:r
speculation  will be to the minimum
in both the arcas and that is the inten-
tion of Govcrnment also and it is a
healthy feature.

Now, we come to non-transferable
contracts. ‘They are those which the
borrower aad the seller aie obliged to
take delivery and theseller cannot
transfer it to anybody else or the buyer
cannot ask that dclivery may be given
to some¢ other person, Naturally the

that |

¢ proviso 1 allows it,

of this contract that they are not to

be transferied. Many associations
which are recognised and deal with
forward contracts have two sets of
contracts—onc transferable and one
non-transferable. These recognized
associations, even though they are
dealing in transferable contracts,
they arc well regulating non-transfer-

able contracts as well. The East India
Cotton Association is doing it. They
are coatrolling the non-transferable
contracts with satisfaction to all con-
cerned. But here the lacuna is this that

no turther person can deal with that™|
commodity in non-transferable contracts . is appended to by Shri Tulsidas Kila-
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in that area which is given to the asso-
ciation and Government have thought
fit to exempt such persons or such
associations as want legitimately to
deal in these contracts by clause 18,
proviso. According to that, any asso-
ciation can exist even within the area
of the recognized association, pro-
vided they can legitimately carry on
their non-transferable contracts, but
I must point out here that it is diffi-
cult for any association or a group of
members joining together to conduct
non-transferable contracts, so that abuse
is not made and non-transferable
contracts do not exist. The proviso
is good so far as areas which are not
notified are concerned. For there it is
necessary that non-transferable con-
tracts should be allowed to grow and
foster in order that they may act as a
check to the speculating element and
if these non-transferable associations

| are existing in those areas, they will
" ‘act as a great check on the recognized

association which is dealing with trans-
ferable contracts and the healthy
growth of this should be encouraged
to a great degree in this country.

Surr D. P. KARMARKAR : Is
it the suggestion that in the same area
one association may be recognized for
transferable contract and may be in
a suitable case, another association
may be recognized for that ?

Sur1 C. P. PARIKH Clause 18,
Even when an
association is recognised for transfer-

- ablz as well as non-transferable con-
buyer and seller are bound by rules |

tracts, another association can exist
in that area provided it is abiding by
the rules or has its contracts non-
transferable. That is the proviso. I am
saying that this will be abused and
not carried out. You have given liber-
ty and in my opinion you have given
it on an account which T would like to
bring before Members of this House.
This right is necessary not only for
the association but this right of enter-
ing into non-transferable contract is
of every individual man who wants
to enter into contract with another
individual without the help of asso-
ciation. The Minute of Disscnt which
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[Shri C. P. Parikh.] ~exchanges have had to be closed
chand and Sbhri Somani will mean- because  speculative elements have

‘has seen wisely to incorporate this and
if this freedom is taken away, we are

)

that even an individuual will not be '
allowed to cnter into such contracts in -

the notified area and there Government |

going against the fundamental rights
of individual to enter into non-trans-

- ferable forward contracts where legi-

_in these,

‘given and the circumstances

timate delivery is to be given ang
taken. Even where the organised
association operates the State should
encourage such non-transferable con-
tracts. JIf any association wants to
oust the other associations which deal
it should not be allowed.
I will say a lot of business is done on
non-transferable contracts only and
because sufficient inducement is not |
are |
allowed to disturb the trade and
therefore th. bone fide associations |
do not grow. A lot of commoditics .
are dealt with in non-transferable
contracts by various associations but
the element of supervision is not '
there. 1 will say what contracts should
onl; bs made transferable. I will come
to that later on. Certain commodities -
should not be made transferable and '
this sill docs not provide it very clearly
er i1 as st:oug a term as it should be..
Clause 18, sub-clause 3, says that if
any abuge is made by any association |
which is unrecognized and which has ;
promised to deal in non-transferable
contracts, 1f that association is found '
to indulge in contracts of non-transfer- |
able nature by converting them into |
transferable, then Government will |
apply all the provisions of Chapiers |
111 and IV. Therefore, it is clear
that Government is quite alive to the
situation but while they have made this |
provision, it is difficult to check specu- |
lation in a short time for another |
period of one year or two. The Bombay |
Government have passed this Act but !
have so far applied the provisions of 1
their Act only to three commodities— |
cotton, oilseeds and bullion. As rc- |
gards cotion, the position of the Bombay |
market has teen fair for so many years ‘
but as regards oilsce's and the bullion, |
the history of those associations is not |
happy and at various times thuose

entered into it and they are having
bad days. These things should not
happen and because these contracts
operate in this way, I think, even
though the Bombay Act is applied at

' so many places, the Bombay Govern-
~ment have not been able to control

these commodities in the way in which
they desire to and adequate powers
were not there. This Government
have taken the appointment of For-
ward Contracts Commission through
which agency I think they will be able
to accomplish the object which Bombay
Government has failed to achieve so
far.

As regdrds the bullion the bullion
speculation was carried on to such-
an extent that people who bought
silver at Rs. 160 by carrying it from
month to month were able 1o have their
purchase price redueed to Rs. 80, even
allowing  for the various charges
paid and even then that cxchange was
functioning under the recognition of
Government. I think that is not a
happy history. The Central Govern-
ment, because they have taken this
power in this Bill, to appoint a Com-~
mission by which they will be able to
deal with this problem, they will be able
to conatsol these associations. It is no
use being subjected to ridicule th t you
are not able to control them. It is
much better to control what you de-
sire to control properly and well and
whcte abuses are made, only then you
step in and that stand is taken by the
Government and I very much comm=nd
that attitude. With regard to clause
18 (2),—that is the one that applies o
the jute trade—the “phatka trade”
referred to by the hon. Member,
Shri B. Gupta—and I say, Government
have wisely found by their g&perience
that speculative transactionsfcarried on
in this community cannot be controll-
ed satisfactorily. Therefore, in the
initial stage, they have tried ro exempt
it. When ‘they gain experience, they
will withdraw these exemptions and will
do what is proper. They want to be
quite satisfied - that whatever they can
controt, they should control properly

b and what they cannot control, they do
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not want to put their fingers on and
gain discredit to the Administration.
That is the main purpose of this pro-
vision.

which is a supervisory body. Unless
you establish a forward  market
commission, this Act will remain on
paper only because many complaints
will come from various
rival groups dealing in the bear side
or the bull side and the Government
will be puzzled to know what is the
exact  position.
18 operating and  supervising these
functions, then these things will not
happen. So Government have taken
a good step in setting up this Com-
mission with powers on the basis that
they have done. Although accord-
ing to the Bill the powers of the Com-
mission are only advisory, I think
one of the members on the
Commission will be a limb of the
Commerce and  Industry Ministry
and I think that his advice will ne:
e rejected. I find that the compo-
sition of the Commission is restricted
to three. I do not know  wheiher
so many exchanges in this couniry
will be adequately controlied by just
three members. I feel the number
should have becn at least five. As
we kiow for instance the Tariff Com-
mission with its present strength of
members is not able to cope with the
activities that are thrust on them and
I feel that in the same manner, this
Forward Trade Commission, composed
of just three members; will not be
able to undertake all the functions that
will be thrust upon them, because we
have to fight against the collective
intelligence of a number of commercial
people  of the country. So; if the
number is linlited to just three, it
will be ditficult to manage with the
work. Government will not lose anv-
thing if the number is raise * ‘o five
or seven according to the Gover: - ent’
discretion. When you have this
Commission, you can divide. the mem-
bers into sub-committees to control
separaie arcas, like Bombay, Calcurta
and other places, much more eificient-
ly. When we wani to exercise coa-

groups, and .
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not fail to achieve the purpose and I
think that when the hon. Minister
has taken this in his mind and when
he has put in these clauses in the Bill,

- I think he will give due consideration
Now, I come to the Commission

But if a commission |

|

to this suggestion also.

What is the function of this Com-
mission ? The function is to keep
the forward markets under obser-
vation and draw the attention of

Government. Now the words “under
observation” are very important
ones. Therefore, these markets

will be controlled and supervised and
given directions, if necessary, from time:
to time. That is the meaning of these
words. Then, according to clause
4 (c), the Commission will publish
information as regards the supply and
demand and the prices and so this
Commission can give guidance to the
country as to what is happening in the
matter of production, distribution,
supplies, exports and prices and what
is considered reasonable in their view.
This they can do. That will be res-

| training the wunrestrained speculation

at present being carried on.

Under clause 4 (d) they have to make
“recommendations = generally with a
view to improving the organis2tion and
working of forward markets.” And
then we have “wider powers are giver
to them under 4 (f)—To perfonu
such other duties and exercise such

| other powers as may be assigned to the

Commission by or under this Act, or
as may be prescribed’.” Therefore
if further powers are found necessary
in order that the interests of the pro-
ducers, the consumers and the manu-
facturers may be safeguarded, these
powers will also be given.

Then we have the Advisory Com-
mittees. This comes in clause 25.
This Advisory Corhmittee is necessary
because the members of the Fore
ward Murkets Commission may not
be as much aware of the situations
existing in particular mofussil centres
or regions or zonss. A Committee
supervising the activities in these
" separate zones will be a healthy feature.
I would, thercfore, request the hon.

trol, we shall do so in a way that will | Minister to look iato the matter fur-
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ther and see if it will not be better to
have separate committees for each
zone, for the Committee in, say, Bombay
may not be able to gauge well as to |
what is happening in Calcutta or
Indore or Madras. In order that (
you may have proper power for con- |
trolling these speculative activities, |
I think it is necessary to have Ad-
visory = Committees region-wise. If |
we have such region-wise Advisoryt

f
i
|

Committees, I think the Forward

Markets Commission will be able to |

Operate better.
|
!

I am sorry I am taking up more,
time, but this being a technical and |
very intricate subject, I thought I
should make some suggestions. I will |
not be irrelevant, I may assure, you, "
Sir.
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is not there. But the operation as
regards non-transferable contracts can-
not be denied and no trade can think
that in Bombay or Calcutta or any
other place certain association enjoys
a monopoly. 1 think the chance
is to be given to everyone in the country
to organise in a healthy way and take
part in legitimate trade. That is the
main object of opposing or not incor-
porating this Mr. Shah's Minute of
Dissent.

With regard to the Minute of Dissent
of Shri Tulsidas Kilachand and Shri
Somani, I think that abuse of mono-
poly will go on. If commercial people
ask for the right to deal in monopolies,
they will not be trusted. I think the
less commercial people ask for, the
better. In this Bill, all are given

. some opportunities and let each one
. utilise them properly. Let it be done

~in the interests of the industry and

With regard to the Minute of Dissent :

of Mr. Shah, it is a good thing that no .

ass ociation should be recognised which
is dealing in non-transferable contracts
because he thinks that non-transferable
contracts will be manipulated and be-
come transferable. I say he is right.
If permission is given to persons to
organise associations and trade in non~ .
transferable contracts, they will ulti-
- mately convert them into transferable .
contracts. Owing to this he has made
the suggestion. But I have an opjnion °
to give on this. Let us give trial to
any associations which want to deal .
in non-transferable contracts. Let
us see how the commercial intelligence \
of India would behave. In not accept-
ing the suggestion and putting the |
clause in the manner that it has been, !
-the last chance is being given to com- |
mercial organisations to behave in the |
proper way and not work the contracts |
to the detriment of the grower or |
the manufacturer or the consumer.
Nobody will now say we are not allowed |
to organi ¢ an " deal in non-transferable
contracts. Th> East India  Cotton |
Association is also operating in such
non-trenferable  contracts and  they |
are doing it in a manner that evefy- |
body is satisfied with thier work.
They are dealing in transferable con- |
tracts also and the same satisfaction |

. a few suggestions.

of the land. Let us see
is less abuse and criticism
public. The Igss
We are living in

commerce
that there
from the general

we have, the better.

" a planned economy where democracy
; has allowed the private sector a part to

play. I think if the private sector
operates in the proper way and dis-
charges the duties assigned to it in the
right manner, then it will grow under
democracy. 1f, on the other hand, it
does not behave, then even the present
democracy will not save them.

Lastly, I come to the question as 1o
how speculation can be controlied and
in this connection 1 would like to offer
First of all, 1 sub-
mit that in certain commodities, the
Government should guarantee a mini-
mum price to the agriculturists so that
this may work in the larger interest
of the country and encourage the pro-
ducers to produce those commodities.

: Then there are certain other com-

modities essential for the country
without which the country’s economy
will be ruined. For these commodities,
they should give a guarantee of price,
for example, in the case of cotton. jute
or -groundnut and other commoditiss
which are necessary. When there is
such a guarantee, lot of investments will
come in. The investors will never

-
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suffer because there is the minimum
price guaranteed.

But, when things are regulated as
above, Sir, the speculator wui not com::
into the picture because he knows
that he cannot have any scope below
the minimum price. With regard to
the maximum prices which are mani-
pulated by those people, I will come to
later on. In regara to this, Sir, the
great misfortune of our countiy is
that there is no co-cperative organisa-
tion. There are no licensed warchouses
in this counuiy. How can the people
find the finances or store their com-
modities ? If f nances are forthcoming vn
their commodities, commodities essen-
tial for this country, then, Sir, nawu-
rally the higher prices will not be taken
away by the middlemen. T’he middle-
men will get their legitunate interest

and storage chaiges ar.d rcasonable pro- .

fit legitimate risks. At presert, the
middlemen boost or recuce the prices.
By this method viz. establishment of
licensed warchouses, quality can be
assured and thc co-operative organisa-
tions, wherever they are established
in this country, would be encouraged
to market in orderly manner and the
object of reducing speculation and giv-
ing the preducer maximum prices will
be achicved. When many people come
in this, with the object of having the
priccs guarantced to them, what will
happen is, Sir, there will be, no undue
rise in prices because there will be other
persons to take care of. There will be
no squeeze. We want to prevent
squeeze or the accumulation of con-
tract by certamn persons. This can be
done in so many ways and this is one
of the ways by which co-operative
organisations will be able to prevent
it.

Then, Sir, another suggestion is that
industrial concerns are buying, some-
times, more than they require or in-
dulge in speculation. Mr. Bliupesh
Gupta has brought that
has not suggested the rcmedy. What
should be the remedy ? As regards
mills, if the mill consumption is 5,000
bales a ycar, I say, Sir, a limit should
be placed that the mill skall not deal in
forward contiacts of cottcn for more

- things by which certain people in the
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than 25,000 bales a year. That will
be a legitimie casck. At present
one can deal in on: lakh of bales
althougn, the mill is consuming 5,000
bales, That provision cannst come
under tius Bill, but I think tiiat when
the Company Law is am>nded, this
provision should b: brought in order
that industrial concerns should not
specula e or over-trade in the commo-
dities.

Another thing, Sir, is the Managing
Agency Houses. Managing Agency
firms are only operating to manage the
concerns, supervise, supply the finances,
carrying on the buying and selling for
the concerns. These Managing
Agency firms should not be allowed to

i trade in commodities of consumption

of the concerns of which they are
Managing Agents. That should be a
provision in the Company Act. I
say, Sir, this is necessary in order that
the position of honest industrialists
is bettered. We should allow such

industry will take advantage and the
whole will be criticised for the faults
of a few.

Now, Sir, I would make one more
suggestion  about  art-silk.  The
trade was carried on in non-transfer-
able contiract in art-silk which was
imported under licence and Govern-
ment watched thar these commodities
were manipulated on a speculative
level and the fluctuations were, in one
vear, from Rs. 800 to Rs. 2,400. Go-
vernment were issuing licences in a
restricted manner for the import of art-
silk and even then this commodity
was by speculation fluctuating like this.
Daily quotations of art-silk appeared

' and if the Government were to exercise

| ing speculation can be achieved, that is,

point but he

proper control, the object of controll-

in certain commodities you cannot
have transferable contracts and for
certain commodities you cannot orga-
nis2 an association to deal even in non-
transterable  contracts.

I will say, Sir, that individuals aione
should be allowed to indulge in non-
transferable contracts in buliion. No
as:ociation should be allowed to deal

,
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in non-transferable contracts in bullion.
It is not a commodity that is produced
every year. The same thing should ap-
ply to artificial silk. It is not a commo-
dity which is produced adequately in
the country. We have to depend on
imports and we have to lose our ex-
change for getiing adequate imports.
Therefore, Sir, in such cases, I will
request the hon. Minister to see that
such commodities are not allowed to
be operated by any association. That
will be the argument which is embodied
in Mr. C. G. Shah’s Minute of Dis-
sent because essential articles which are
short in the country should not be
allowed to be manipulated through an
association.

Then, Sir, another way of restraining
these activities or eliminating spccula-

tion is the Rcserve Bank authority in |

giving no advances to scheduled banks.
I mean Yo say, Sir, that during the last
2 years the Reserve Bank have cur-
tailed giving advances on commodities
in which speculation is carried on,
in which pcople accumulate contracts.
That is-a hcalthy featurc and the Re-
servc Bank is setting limits for advance
to each individual that he can buy
only so much. In that way, Sir, many
of the activities of thiose who want to
accumulate contracts have been cur-
tailed and this, especially, has gone a
long way in bringing speculation into
healthy trading or eliminating specula-
tion and cstablishing healthy trading.

Now, Sir, before Isit down, I have
two more suggestions to make. This Bill
does not provide for securities. The
Bombay Act included them. If
this has been done with the object of
introducing legislation to control deal-
ings in securities which are carried on
in the Various exchanges on the stock
market, I will understand the point.

THE MINISTER rorR COMMERCE
aND  INDUSTRY (Sari T. T.
KRISENAMACHARI) :  That is the idea.

Sur! C. P. PARIKH: Thank you,
Sir, because I thought when this was
omitted in this Bill, a clarification was

- called for.

!
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' Commission may " properly supervise

that rransferable contracts are not
converted into non-transferable con-
tracts, I will have one suggestion to
offer. Regulation is not fiecessary but,
I think, registration of such associa-
tions is necessary, We must know how
many  associations are  operating
in the country and in what commo-
dities. That knowledge is useful in
order that we can control these ex-
changes whenever required and we
¢an also enunciate that in such commo-
dities speculation or even non-transfer-
able contracts will not be carried on.
That is a suggestion, I have to make,
Sir. If that is not done, manipulat-
ing non-transferable cont acts will go
on, We have to mzet lLese esentu-
alities and the steps that Government
have taken so far are very good and
I am sure that it will restrain spacula-
tion. With these words I again sup-
port the Bill. '

Surt M. MANJURAN (Travancore-
Cochin) : Mr. D:puty Chairman. I
was trying to ger  myself convincad
and accommodare mysclf to a corain
amount to the extollation of th= specula-~
tors by the Minister as well as by the
hon. friend who was splaking before
me. It is rather strang: to reconcile a
planned cconomy with a system of
speculaiion that is going to be recog-
nised in this Bill. I feel that specula-
tion is repugnant to planning' and in
no planned society there exists the
system of speculation. It is because
of the insecurity that is felt by the
agriculturists as was made out and be-
cause of the social insecurity that
speculation has been going on. It has
been, the cifort of plannad cconsmy to
obviate this tnsecurity and instal in its
place social security. So, any recog-
nition and legal sanction given to
speculation could only be in conflict
with the security of the nation, economi- -
cally. Another point T would liks to
know is this : As the hon. Minister
explained the position, he said there
were salieat {ratures cmanating out of
speculation. It is only when a Govern-
ment is incompetent to look after the
interests of the producers, when a
Government cannot guarantee to the
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producers what they should obtai1 that
the speculators’ role comes in. If this
Government which has got a laudable
5-Year Plan is going to say that the
producers are going to b: left inan
insecure State, what is their Plan ?
That is what [ want to know, I am
not interested whether non-transfer-
able or transferable deliveries are
manipulated, and this- speculation or
thar speculation will ultimately cause
disturbance. We know all those laws
and regulation that were in existence.
All the controls and decontrols have
been manipulared by capiralists to the
detriment of this country. We know
that black-marketing,  corruption,
everything that was unnecessary, has
come into the social structure of this
country. Now all these wrongs have
crept nto oyr life in the course of so
many ycars. We say we are going to
have a planned society. We say we
have earmarked so much acreage for
the cultivarion of cotton, so much for
the cultivation of jutz, so much for the
cultivation of coco ~ut, so much for
this and so much for that. We are
not going to be protected by hedge con-

]
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trac's i these thiags, w= a-e not going

to be protected by the speculators.
Speculators are really fighting the Gov-
ernment’s plan to protect the growers

of the produce. What is the role of the |

Government when the Minister himself
says that there is sufficient protection ?
The protection given by the speculator
will be speculative protection. I feel
that speculaiion is a wish expressed to
conform the future te our present de-
sires, and planning i3 our will to make
the future conform to our present
desires. Are we to give ourselves up to
wishful thinking or are we to give

ourselves up to wilful planning is the

question, in this Bill, before this House,
before the Government, and before the
country. By giving the speculators’
assocations, !rgal rights and perpstua-
ting them where they are, 1 belicve,
Sir, certain political intentions of the
Government are going to be carried out.
There will be  associations, as today
there are irade unions, which will b2
formed by the canitalists, which, in
course of tim >, -will strengihen themsel-
ves, and entrench capitalism and finally
suffocate the Government and force the

. a free role to operate.
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Government their way. This Bill
is the desire, the intention of the
capitalists, to perpetuate this Govern-
ment in their hands. That is my funda-
mental objection to this Bill as it is.
It is not that I do not recognise that
there are salient features in the Bill;
which by controlling unnecessary
speculation or illegal speculation that
is going on today, wants to make the
society better than it is today. But it
will only be wishful, because, ultimately,
these intentions are negatived by this
Bill. That is my contention. We are
for planning; we are not for specula-
tion. We are not going to express the
wish that the furure price should be
this or that. We are going to control

our production. We arc going to con-

trol our distribution. We are going to
control everything. That is planned
economy. That is the m:aaing of
planning. In couniries like Soviet
Russia and China, where speculation
has been eliminated, nobody needs
this kind of protection. But where the
speculators are given a free role, pro-
duction will necessarily suffocate and
there is no: much that they lose by spe-
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cuiation, So what happens ? Capitalism

continuzs its triumphant march in our
country in collaboration with Anglo-
American Imperialism. That is definite.
I am quire open-eyed enough to
detect that fact. If that were the
case, if our planned economy is only
speculative economy, then our plan-
ning-will be a failure at a future date.
If the national aspirations were em-
bodied in the Plan on which we have
worked so much, we have spent so
much, on which we have spent so much
of our energy, on which we have
spent crores and crores of rupees and
efforts that Plan will be nothing, will
be a zero, when speculators are given
But this Bill
says we are going to restrict operations
in speculation, but that restriction is
not likely to be carried out becausc the
Bill asks associations to be formed in
rings for the conduct of speculative
activities. In my place, 1i.e., Kerala,
I think speculation was unknown there
in its history until recently when mer-
chants from outside came and began
speculation. We are living in a kind
of complete isolation and social security.

'
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We had a certain kind of co-operative
collective existence, in wnich we used
to pool our resources together so that
we alllived well, very well. Bur today,

[ COUNCIL }

speculation has come, with the result

that there is social insecurity and the
social strata has been reformed. What
has happened ? A new scaeme of
things has come, A few very rich
men have sprung up and very poor

people have increased. This is going

to be further accentuated by the
speculative associations to be formed

with legal rights, and with Govern- .

ment suppori.

When these associa- '

tions afe formed, they are going to be
given certain rights, and they will go -

on gaining strength. Are we not
going to reduce thesc rights ? Are we
not going to stop them ? If they are
not stopped, the country will be con-
trolled by them. The prices will be
controlled by them. The banks will
be controlled by them. The entirc
stock exchanze will be controlled by
them. Every commodity will be con-
trolled by them. The markets will
. be controllexd by them. And what
happens when capitalism controls the
markets ?  These associations wili
control the economy of the country.
Therefore, if this Bill is not stopped
now, enlarged rights of speculators
are likely to come up before the Parlia-
ment.
There might come laws in the Sta es,
not absolutely repugnant but' with
intentions of defeating the purposc,
of this controlling Bill. We are no:
sure what is going to comme hereafter.
Sir, this Bill has got a good intentinn
expressed in it ; that gravc dangers
are going to be eliminated. It is nn:
going to eliminate any danger, how-
ever. It is going simply to entrench
capitalism with greater strength in this
<ountry. Are we for that ? Whart is
the meaning of our social planning?
What is the meaning of the present
Governm nt  promizing Gandhim,
Ram Raj etc. ? What is the meaning of
the things Government is going on
proclaiming cvery day, by way of a
Welfare State. None of these things
is going to be of any use if this Bill is
passed as it is and is going to work as

. intercsts of society at large.

(Regulation) Bill, 1952

iz is. It has to be considerably
changed and a preambl: should be
written to it for the study of the pcople
of the country, that it is with the object
of annihilating this unneccssary system
of spcculation this Government 1s, for
the first ume, bringing under control
the speculauve acdviies.  That should
be the spirit in which you can get the
pcople to co-operate, undeistand and
work. Ifthatis not done, you will be
perpetuating capitalism.  Is that the
intention ot the Bill ? It mignt cause
dislocation in the country, disturbance
and trouble, which are not anticipated
by the promo:ers of this Bill. The in-
tention of the Goveinment should be
made clear ; that they are going to
introduce and enforce this Bill in the
They will

722

- no: l:ave socicty to the present in-

Then there are the States. .

' security, to the operations of specula-

toss. It will be for this House, to re-
mind you again that no system of
diarchy can go on. We have been
against the British system of diarchy
because the Britishers could not agree
to work the social plans to the benefit
of the people of the country. The
correct thing for a progressive society
is to plan and not to speculate. So it
should be the inrention of the Govern-
ment to eliminate spcculation, banish
it from society. This should be made
clear in a precamblc to the Bill, that
Government are going to do so with-
in a certain period of time, and thus
see that coahdencc is instilled in the
minds of the people. Till that time
this Bill will be a failure. Passed it
is going to be, because in the House
as 1t i3 the Government has a brute
majosity and it will with that
majority get the Bill througn. But
that will not solve the natioa’s problem.
This Government has notr solved a
gingie problem of the nation since the
time it was installed. It is going to
add another illustrious defeat of its
good intentions. We should rely more
on plinning and less on speculation.
However, much speculation is extolled
cenruries have proved that no  society
can progsess under unccriain’y and
speculation. We want planning. I
would urge this Government to abandon
its haphazard intentions on planning,
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and be very specific in the purpose
of their planning, rather than leaving
it to haphazard intentioas and to specu-
latprs. Save the nation from spacula-
tors. But save it now, not in course
of time. Government’s argument
is that nothing can be done in a day.
We can understand that. But the
hon. Minister’s spzech was such as to
endow spzculition with sanctity. The
Congress champion was also cham-
pioning the cause of spzculation. Is
the Congress m2ant for speculation ?

+ I do not think so. It has never been
written in the history of the Congress
that'is going to uplold the system of
speculation.- So, 1 would desire this
Government very much to have its
eyes open and see how planning is
going to be affected by this Bill, and
if we are going to give free scope to the
association that is contemplated in this
Bill, what will be the coasequences
emanating therefrom ? There are so
many small things—this kind of mal-
adjustm=nt and that kind of malad-
justmznt—but the qusstion 1s, thrown
against the entirz saciety, what reactions
this Bill is going to create ; and that is
more imporiant than these variations of
expression or a litile repugaancy here
or there. 1 can undsrstand that no
Bill can be porfect as it comss, bzcause
to err is humin. So, this is an error
as it is brought by the Government,
and these errors have to be reciified by
a very definite preamble as to the in-
tentioas of a plan given to processing
and, therefoe, to the tim: wiaen spacu-
lators will no more be in this
country to perpetuate conditions of
corrupiion and social evils, against
which the Government is to fight.
Instead of figating those people who
create anarchic conditions in economic
sphere, Governm3nt are going to
collaborate with them. That is my
objeciion, and I.hops Goveram:nt will
take note of it seriously.

Suri R. C. GUPTA (Urtar Pradesh) :
Sir, while I agrec entirely with the
object of the Bill, I feel that it 1s a half-
hearted and halting measure. The
evil of spzculation is rife and rampant,
and it required a drastic remedy,
because the disease was so serious.
A maijor opsration was mrecessary and

N
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no! a minor opsration, which seems to
be the object of this Bill.

Th= provisioas of the Bill rightly
assume that speculation is an evil re-
cozaised by the Government, but the
remedies suggested by the Bill do not
go far enough. Thne evil is such that
everyone of us kaows fully well that
thousands and thouands of families are
ruinad every year because of specula-
tion or speculative business. Who does
not kaow of instances where a halvai, a
confeciioner deals in silver or bullion
exchange transac:ions, or a clo:h dealer
deals in oilseeds, and so on and so forth ?'
These transaciions are called “‘satta”
or, as in U. P. “badni”, and by various
names in different States. It is a pain-
ful fact that speculative transactions
have ruined rich families. The number-
is 50 large that it is impossible to assess
exactly the extent of damige done.

Now, way do I call this measure a.
halting and half-hearted measure ?
It is because it has excluded from its
operation the noa=transferable specific
d:livery contracis. It is admitted by
the hoa.. Minister in his speech that
these transaciions are liable to be
abuszd and that they have really been
abused. This is a correci statement of
fact that he has made. Now, if that
is the information of the Government,
and which we fully endorse, why
should not the provisions of this Bill
be applied to non-transferabl: specific
delivery transaciions. My information
is that there are a very large number
of such transactions which are abused
and which will be abused. There
will be greater abuse hereafier, be-
cause those are the oaly transactions
which would be frez from the shackles
of the provisions of this Bill. There-
fore, I fzel that the Goveram:nt should
reconsider its decision and that the
provisions of this Bill should be applied
also to non-transferable specific de-
livery coatracis. It has no doubt
been provided in sub-clause (3) of
clause 18 of the Bill that wheaiever
any such evil is brougat to the notice
of Governm=snt, whenever such non-
transferable specific delivery contracts
are abused, Governmznt would take
action under that sub-clavse: But my

s
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question is :
of the past enough to lead to the
definite conclusion rhat these trans-
actions are certain to be abused and
that there is no justification_for ex-

cluding these transaciions from the
purview of Chapiers IIT and IV ? |

The effect of the exclusion of thes:
contracts under clause 18, which
falls under Chapter IV, is that the
clause relating to the Commission
could not apply to these transactions.
Clause 4 relating to the functions of the
Commission is a very important
clause, and my submission is that it is
a very hzalthy provision in the Bill
which would keep the trade straight.

think that in the case of non-transfer-
able spescific dalivery contracis ‘lso
the Commission should have drastic
powers of loaking into the matters

carefully and putting unhealthy trad- :

inz in order. Even if the Government
does not accept my suggestion at the
present moment, it may come forward
with a notification under sub-clause

(3) and include non-transferable specific |

delivery transactions alsc in the

 purview of Chapters III and IV.

Seri C. P. PARIKH : Doesit |
(&) of

not come under sub-clause

clause 4 ¢

5

SurI R. C. GUPTA : Sub-clause (1) |

of clause 18 says :(—

“Nothing contained in Chapter LI or
Chapter IV shall apply to non-transferable
sale or

specific delivery contracts for the

purchase of aany goods... ..”

[ COUNCIL ]

|
|
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Surr C. P. PARIKH : What is the

Is not the experience | trouble that the hon. Member faces

in this matter ?

Sarr R. C. GUPTA : My sugges-
tion is that therc must be a specific
sub-clause added to this clatise which
might clearly provide that the Com-
mission shall have powers to look into
and take action as provided for under
clause 4 with respect to non-transfer-
able specific delivery contracts.

THE MINISTER Fror PARLIA-
. MENTARY AFFAIRS (SHR1 SATya
NARAYAN SINHW : It is tirere. The
Commission needs no special powers.
It is stated in sub clause (3) of clause

18 that notwithstanding anything con--

tained in sub-section (1) Government
may declare that all or any of the pro-
visions of Chapters 1I1 and IV shall
apply to such class or classes of non-
transferable specific delivery contracts,
etc. Then, sub-clause (3) will
obtain.

SHrI R. C. GUPTA : I admit, there
is such a clause. But it is not enough.
In fact, past experience has shown that
| the non-transferable specific delivery

|
!.

| contract or transaction has been abused.
| Now, if the explanation of the Govern-
{ ment is that, then. why should there be
| sub-clause (3) ?

Suri SATYA NARAYAN SINHA :
| That is the experienc: of the Govern-
' ment. Q@Qovernment feel that there is
J scope for non-transferable  specific
| delivery contracts in the  ordinary
| course of business in a place where
there is an association, that is recog-

Surr C. P. PARIKH : The CCH}-! nised under clause 18 ; and there the
mission is provided for by clause 4 in| provision in sub-clause (3) could be

Chapter II.
Surr R. C. GUPTA : My point is

invoked.

| SRt R. C. GUPTA : The other

that on account of sub-clause (1) of | points that I would like to suggest

clause 18, this is excluded. Of course
fromthe language of the clause referred

to by my hon. friend just now, it | able.

|

mignt be infzrred that the Commission
may exercise those functions. But

it might be contended, on the other | Thers must be

hand, that

sucCh powers.

under sub-clause (1) of | authority before the
cla.isc 18 the Commission cannot have | launched. That is
» which I have to offer with respect to

" are that under clause 23 of the Bill,
I certain offences have been made cogniz-
This gives additional power to
the Police. This seems to be a hard
provision and it is liable to be abused.

some  sanctioning
prosecution is
one  suggestion
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that clause where certain offences are
sought to be made cognizable.

Ihere is  another  suggestion |
which I should like to make. That is, |
under clause (27) Government have |
bzen given power to exempt any con- \
tract or class of contracts from the]

\
\
|
\
[
|

operation of all or any of the pro-
visions of this Act. Would it not be
‘much better if the Government had
defined certain trades and stated that
in regard to those trades, there should
. bz no forward transactions, and the
powers could have been kept as under |
ciduse 7.

Surr C. P. PARIKH : Does not
clause (17) make provision for that ?
|

SHRI R. C. GUPTA: Yes, that clause
makes provision for some cases. That ’
. is my grievance. It does not make .
provision for general exemption.

There is only individual exemption
provided for in that. I shall read out
that clause.

“The Central Government may, by
notification in the official Gazette, declare |
that no person shall, save with the permission |
of the Central Government, ete.” ‘

Now, “No person shall save with the
permission of the Central Govern-
ment”’—that is, if an individual re-
quires that a certain permission should
be given then he can approach the
Central Government and the Central
Government could exempt him. That
is for individuals and not for the trades.
I do not know whether it is proper
that particular indiviydals should be
encouraged to approach Government
and obtain exemption. This might
be abused by individual firms having
interest in the commodities. In fact,
clause 17 lays down a very unhealthy
provision. That is my reading of the
Bill and I say that non-transferable
specific delivery goods should be in-
cluded and that they should not be
exempted because, otherwise a great
abuse is likely to arise under this exemp-
tion and, I am sure, the Government
will be called upon to take action under
sub-clausc (3) of clause 18 of the
Bill. I think that if the experience '
46 P. 8. D, '

J
\
|
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. prepared a Five Year Plan.

| upset.

, in twelve months time.

*is on.
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in the past is sufficient guide, there
should be a provision as I suggest.

Surr KISHEN CHAND (Hyderabad):
Mr. Chairman, I entirely endorse the
hon. Member’s statement that in a
planned economy, there should not be
any place for speculation. We have

t definitely decided that in our country

there will be planned economy and have
We must

raise  agricultural production in this

i country so that it just meets our needs.

Our land area is small and unless we
can apportion land between cash crops
and food crops, our economy will be
Naturally, in a planned eco-
nomy until the agricultural production
is sufficient for the needs of the country,
we should not permit any speculation
in it.  Let us look at the example of
the capitalist countries, and take the
case of America. Even there, though
the agriculturist has a large farm at his
disposal and his production is very
high, the agriculturist's interests are
safeguarded by guaranteeing a minimum
price for his produce. The hon.
Minister has pointed out that agricul-
tural production takes place in three
months time and that it is consumed
There must
be an agency to bridge over this gap
of nine months. He has suggested
that the speculator comes in at this
point. The speculator purchases the
produce at the time when the harvest
He takes a risk but in most
cases, it is at the cost of the agricul-
turist. He can study the market very
well and pays the minimum possible
price to the agriculrturist. He stocks
the goods and when the market rises,
he sells it to the consumer or exports
it outside. In America, there is a
minimum price guaranteed to the
agriculturist and oa the basis of that
guarantee all banks and middle-men
advance money to him, so that every
farmer there gets the money and
convenience to tide over this period
of nine months. Here, in our country
no Bank will advance money to the
agriculturist and, therefore, he is at
the mercy of the middle-men. What
I would like to suggest to the hon.
Minister is that he should see that no
forward contracts are entered into
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agricultural produce. If he eliminates
all agricultural products from the
operation of this Bill, then I will be
satisfied.

The question will arise, what agency
will come in to spread this production
over 12 months. As suggested by
some Mambers, we should have co-
operative societies helped and spon-
sored by the State Governments,
financed by the Central Government
or by the Reserve Bank of India thus
ensuring that the agriculturist gets a
fair minimum price.  Any profit
which arises -from any increase in
price should go to him. If in this way
we can t1ansfer the benefits of specula-
tion to the poor agriculturist who is very
hard pressed in our country, I will
have no objection to the enactment of
this Bill. For the distribution of
agricultural production, some agency
has to be started and that agency,
in a planned cconomy, must be a
Government sponsored association and
not private speculator.

Janap M. MUHAMMAD ISMAIL |

SAHEB (Madras): Mr. Deputy

Chairman, 1 do not know whether the

Bill covers a contract—a forward con-
tract—that is entered into by an
Indian national with a foreign national.
If it covers, Sir, then there are certain
provisions, the meaning of which I
do not understand. Take for in-
stance, Sir, clause 8(3). That clause
speaks of certain measures the Gov-
ernment
enquiring into the affairs of a recognis-
ed association. In that connection,
it says that :

will take for the purposes of |

«Every other petson or body of persons who °

has had dealings in« the course of business
with any of the persons mentioned in clauses
(a), (b) and (c), shall be bound to produce
before the authority making the inquiry, all
such bcoks, accounts, cotrespondence etc.,

etc.”

Sir, this seems to indicate that the
Bill envisages only that type of con-
" tracts which are being entered
between an Indian and another Indian.

However, Sir, if I am not wrong, I |
think that the idea of the framers and-|
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sponsors of this Bill is to bring all such
contracts as have been mentionad by
me also under the purview of the Bill.
I proceed on that assumption, Sir.
Sir, much has been said about trans-
ferable and non-transferable sp-zcific
delivery contracts. Certain gentle-
men have even doubted, Sir, whether
there is anything like a non-transferable
specific delivery contract at all. But
I may say, Sir, that in c:rtain par's of

' the country, particularly in Madras,

into |

|

almost all the contracts are of the
category of non-transferable specific
delivery contracts. Take for example
the leather trade. It is entering into
contracts and it is entering into con-
tracts for sp-cific delivery at a specific
price for a specific mark which is manu-
factured by a particular individual
and that contract cannot b2 transferred
to anybody else. And another point
is that in Madras we do not find such
associations as are envisaged and
contemplated in the Bill under dis-
cussion. There are associations of
course but they are like Chambers of
Commerce. They are there for pro-
tecting the general interests of the
trade. Thes~ trade associations and
Chambers of Commerce do not fit
in the definition given in the Bill, Sir,
for such associations as are meant to
regulate these contracts.

Then, an attack has been made
upon the very system of forward con-
tractitself. They say that it is specula-
tion. The plann=d economy is a good
thing and we have got a Five Year
Plan, of course.

Suri C.G.K. REDDY : Not yet,

Janap M. MUHAMMAD ISMAIL
SAHEB : We are going to have it
and even while this Bill is being pro-
moted and is being passed by the
Parliament that Plan is holding the
field and, on the assumption of the
Five Year Plan being accepted by the
country, these several m-=asures are
being taken into consideration. That
Five Year Plan gives room to such
methods as these. There are very
large fields that are not covered by the
Plan. That i¢ the first Plan and it
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cannot cover everything under the sun |

so far as our country is concerned.
For onz thing there is trade and some-
thing has to be done to put it
sounder basis than it is*on ar present.
So now there is room for trade and
speculation and th-re is room for
regulating that.

tion in trade—even take ordinary

agricultural  operations. There is
speculation even in  agriculture.
But when it transcends a certain
limit, the spxculation becomss mad.

Speculation in its ordinary sense
only means—as has been pointed
out-——a calculation of the future.

= Anybody who does a trade cannot
expect to have the results of what he
does at the very instant in which bhe
does a thing. He has to calculate
upon the consequences of his action
and then proceed upon his calcula-
tions. So also here for carrying
on agriculture or any industry, there
must be som: calculation and the spzacu-
lation in the right sense is only that
calculation, and that calculation might
be done on the right lines and action
may be taken under such calculations
on proper and sound basis.
regulation is being brought in and that
does not mean that it creates and
sanctions any illegal thing.
wants to improve the thing which is
existing in the country and which is
essential and which is necessary.
There are certain friends who would
tolerate trade but who would not
tolerate the forward contract system.

It only |
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raw skins and hides will be even
much larger than what it is today if
only the Government helps in the
If only Goveram:nt had
displayed a greater solicitudz to this
trade and givea it som> protection as
they have given to so many other in-

Leave alone specula- | dustries, protection in this case of a

peculiar nature—in the shape of an
export duty on raw hides and skins—
then I say the exportable surplus of
the manufactured article, leather, would
have been still more than what it is
today. No other country is able to
compzte with our country in the matter
of export of leather. Now, how are
we to deal with this exportable quanti-
ty ? How are we to convert this
source of national wealth into money ?
In the past what the people did was,
they exported the leather to London.
There the leather was allowzd to
accumulate for weeks aud months,
Then once in six or eighr w:eks an
auction was held and the goods were
liquidated and sold at the prices that
were obtainable at the time of the
auction. This means that the output
of our three or four months’ labour

Some | was being sold on th2 basis of condi-

tions that happened to crop up at the
time of the auction. In the mean-
time, people h2re were producing these
things with their eyes closed. That is
what really happzned when there was -
no forward contract at all. This you
may call gambling. You had simply
to take what came to you at the t!'m= of
the auction. So I say to industrialists

I think they do not know the real | the workers did their work with their

state of affairs which is obtaining in
the trade world. Again I shall cite
the exampie of the leather industry,
For several decades now people are
carrying on tanning operations produc-
ing leather. Then there was a surplus
in that commodity in the past and there
is a surplus today. India produces the

|
|

eyes closed. It was a mere gamble.
Even at that time, the then Government
which was not a national Governmant
saw the position and saw that it was
bad and they have been encouraging
the people engaged in this industry
to take to forward contracts, and for-
ward trading came into this particular

largest amount of leather in the whole | industry gradually. And even now the

world, much more leather than any
other country in the world and its

exportable surplus is much larger than | ward contract system.
country. OUF |

that of any other
country is not able to consume all
that it produces and so it has to ex-
port, find a sale for the surplus.

i
|
'
|

The | dark. Therefore this system is

auctions are there. But a good portion
of the output is being sold on for-
If this forward
contract system had no: b::n thar:, the
people would n>: knov what to do
Again th»y will have to grop: in the
stabi-

surplus of leather as distinct from | lising the industry by making the p:ople
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e engaged in it know what their | SAHEB: .. cases, industries where
position is. As I said, this particular | the period is not 11 days. There are

trade has no associations now and they
have nothing but non-transferable
contracts, because most of the con-
tracts are being made for a specific
mark which only one person who

enters into the contract can supply. :

Therefore, it will not be transterred.
Therefore in the very nature of
things we have this kind of category
or contract here in this trade.

I would like to say a few words about
the option in goods. It is good, of
course, to enact that no person should
appropriate or misappropriate  to
himself the right to sell® another’s
goods.

But, in operating this portion of the
Bill, Sir, care should be taken not to
confuse the ordinary common mandis
or commission agencies which are in
operation in the country. There are
certain clients, certain customers who

send  their goods, by their own choice ~should not fight shy of this criticism

to a particular mandi or commission
agent, over a long period. Such a
client thinks that it is advantageous to
him, that his business is being handled
satisfactory to himself and, therefore,
he, as well as many others, should send
their goods to be sold to that particular
mands. It should not be confused
with option in goods and assumed
that this has created an option for the
other man, the mandi man, in the goods
which he is selling.

-~

Sir, then again, with regard to ready
delivery contract, it is defined as a
contract which provides for the de-
livery of goods and the payment of a
price therefor, either immediately or
within such period not exceeding 11
days after the date of the contract.
I do not know, Sir, whether this period
of 11 days refers to the delivery of the
goods and also to the delivery of pay-
ment. If it refers to the delivery
of payment also, Sir, I may say that
there are several.. ...

Surr D. P. KARMARKAR : Deli-
very of goods.

|

|
|
i

|

industries which have got 14 days
and 20 days gven as the Deputy
Minister

SoME HoN. MEMBERS : Minister.

JaNnaB M. MUHAMMAD ISMAIL
SAHEB : ......... had explained at the
outset. I think, a note has to be taken
of this matter.

Sir, as I say, speculation or forward
contract system is a good thing so far
as certain trades and industries are
concerned. So far as such industries
are concerned, it is essential. They

| cannot go on without this and it will

| think it

|
|

v

. IOW,

|
|

|

become bad only if it is so managed as
to corner the goods and to create a
monopoly for certain people. Then it
would really be a bad thing.

Sir, as I said, such things are
obtaining not only in trade, but also
in other things of life. Therefore, we

about forward contract and specula-
tion but should see that this forward
contract system is fostered in our
country. Particularly with regard to
the trades where it is being felt essen-
tially, it is necessary that that system
is encouraged and, of course, regulated
also in the proper manner without,
in any way, discouraging trade.

4 P.M.

SHrI D. D. ITALIA (Hyderabad) :
Sir, I rise to support the Bill as re-
commended by the Select Committee
appointed by the House of the People.
I am sorry to say that the hon. Minis-
ter, while introducing this Bill, did not
advisable, as mentioned by
my friend Shri Parikh, to take some
Members of this House into the Select
Committee. I think it is high time
when the Minister introduces.
important Bills and when they are re-
ferred to the Seloct Committee, it is
advisable that he should consider
taking some of the Members of this
House on it, so that we can give our
opinions on important matters.
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As regards the Bill, I am myself a ! to rzduce profits of these agencies to a mini-

business man and I know very well
that forward contracts were in exis‘eace
for ceaturies o- over. In Hyderabad,
from where I am coming, forward
contracts on a large scale were going on
without any Forward  Contracts
Act. In normal times when the pric-
es are not fluctuating, the business
goes on smoothly ; but when the prices
go up or come down heavily, then in
that case dispute arises and in the ab-
sence of the Forward Contracts Act,
sometimes dishonest people refuse to
carry out contracts, and even courts
of law refuse to give justice, saying
forward contracts is ‘satta’ or spe.ula-
tive trade. So I think, our thanks
are due to the hon. Minister for bringing
this Bill which will help forward con-
tracts very much. Many  speakers
said that speculation is evil. I know

unhealthy speculation is very much of -

an evil, and it must be stopped, but
it must also be said that forward contract
plays a useful part in tempering prices
when there is fluctuation. In other
words speculation, which is on inherent
element of forward contract has its
economic uses. Some of my friends
here said that in America, speculation
I have read an
American paper on this subject, and
T am going to read it because it is very
interesting, and relates to forward
contracts. It is interesting to know
that the United States Industrial Com-
mission, in its extensive survey of
economic conditions of United States,
sums up the distributive functions of
speculation as follows :

«Economic service of speculative agencies
engaged in distributing farm products are
three-fold. First, they localise the in-
dustrial risk among the commercial classes,
whose special functions are to distribute
surplus supplies over difficult times and
different places in such a way as to elimi-
nate the uncertainties to the producer and
the consumer. Secondly they further
relieve the producers and consumers from
carrying a whole year’s stock, and to the
farmer, enabling to convert his crops
promptly into cash capital, and the latter
to supply himself as his periodic needs
as may be required, without enhancing
prices beyond the ordinary rates of risk,
and a good return of the capital invested.
Thirdly, the competition of the speculative
dealers tends more than any other force,

’ .

mum per unit of the commodity handled.”

Released from other economic func-
tions it is to their interest to seck to
reduce the risks of distribution to a
minimum. So, I think forward busi-
ness is very essential. In fact the
whole world today is centred round the
future markets. So I think it is very
essential. I support the Bill whole-

, heartedly.

Maj.-GeENEraL  S. S. SOKHEY
(Nominated) : Sir, the main problem
here is a fair deal to the producer of
primary products. He is ill-organised
and is the worst sufferer under the
present economic order. The prices
of the primary products all over the
world change rapidly and fall without
any notice. The manufacturers. on
the other hand, are well-organised.
They sell their goods on their cost of
production. But the primary pro-
ducer has to dispose of his goods at
prices over which he has no control.
That is the situation. To give you an
example, take the price of wheat. In
1920 wheat was 11s. 8d. per bushel,
during 1925 8s. 2d. per bushel, and in
1931 it was 3s. 44. per bushel. Then

, during the month of January 1938, the

price was 7s. s5d. During 1939, it
touched the lowest level of 3s. Similar
figures can be quoted for almost all
primary products. Now, if we want
to deal with the problem seriously,
something much more than this Bill
envisages requires to be done, and I
think the only way to give the primary
producer some security and at least
some interest in his work is to fix prices
on a parity basis. The peasant has to
produce the raw material. He has to
exchange his product for manufactured
goods, and if the prices of manu-
factured goods go up, so shouid the
price of his primary produce. And
for that purpose, the minimum that
requires to be done is that the
Government should fix the prices of
primary products on a basis in parity
with the prices of manufactured goods.
And having done that, if any of

. the primary products remain unsold,

' the

State should buy them up and
store them.
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I think we should pose the problem
to be dealt with clearly and preciszly and
then find the best possible solution.
The present Bill does not meet the
problem. Further now that we are
going to have a planned economy,
I think the least that the Government
could do is to fix prices on parity basis
of primary products, and buying those
products, if unsold, and storing them.
I request the Government to treat this
seriotsly and not to play with it.

Dr. D. H. VARIAVA (Saurashtra) :
Mr. Deputy Chairman, I heartily
support this Bill. But the main thing
that interests me in this Bill is the
stoppage of what is called the small
speculators. I have seen in Bombay
that in the stock exchange there are many
men who actually live on gambling.
They have nothing to do with trade
or with any commodity. They just go
to the stock exchange and sit on the
benches which are supplied there
from 10 o’clock to 5 o’clock or 6 o’clock,
and they waste their time. If they
make a little money, they squander it
on some other form of gambling, and
so on. So, in reply to my hon. friend
Mr. Gupta, who said that this Bill
did no good to the common man,
I must say that this Bill has done a
great deal for the common man, be-
cause if you see the miseries of the
speculators and their families, you will
be surprised.

Again, it is said that you do not go
the whole hog, and that this is a half-
hearted measure. But you know the
example of Amanullah who asked his
people to give up their old ways and
put on tophats, and he was kicked out
in no time. Government must be 3
little careful in what they do about this
matter. But I am sure the hon. Mem-
ber is not correct in saying that the
common man has not been benefited.
The common man is very greatly
benefited by the prohibition of specula-

tion by small people, and for this reason | A co-operative

I support the Bill very heartily

[COUNCIL]
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Ser1 D. P. KARMARKAR: Sir, I
very much appreciate the trend that
the debate has taken, because, if I
understand aright, among all the
speakers, including my hon. friend
Mr. Gupta, there is unanimity about
the point that unbridled speculation
requires to be very vigorously checked,
and that is precisely the reason why
we have brought this Bill before this
House.

(Regulation) Bill, 1952

There seems to have been a little
misconception arising out of what I
said in my earlier speech, when I said
that within limits speculation can
exercise a wholesome influence on the
economy of the country. When I
referred to speculation there, I referred
to the rather correct meaning of the
word “‘speculation”. In its  correct
sense, speculation iS anticipation, a
sort of directed anticipation. And
when I said that, I just implied that a
forward contract, if it is properly
regulated, will exercise among other
things, a wholesome influence, on the
basis that it will give the buyer of the
primary product a certain security.
Now, take the instance of a farmer.
If a ready delivery contract takes place,
he has to carry his things and go to
the market.

He might face any situation. There
might be a depression and he might
lose heavily. When he is dealing with
forward contracts, he has an option.
He can choose any dealer who gives
the best terms possible and then, for
the next year’s cultivation, there is a
certain, guarantee so far as his income is
concerned. He can plan. At the
particular moment, things may not be
in his favour. He can always wait for
the better time between the time in
which he enters into the contract and
the time of the actual delivery. Actual-
ly, when the crops come to the farmer,
then only he will be able to enter into
a contract. Then, they may give a
far more easier opportunity to the buyer
to fleece him out. Many a time it
has happened that prices rise and fall
and the producer is approached when
the prices fall to his disadvantage.
organisation dealing
with the agriculurists’ produce would

.
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be aa efficrive vegaaisatioa to give the

farm>es proceciion.
b:ea encouacaging such co-op:rative
ventures.

Another point has been sugzasted
and I w:lcom: that sugzestion. It
relates to speculation.  In my speech
at the commencem~nt, I said that we
take the view at the moment that
though in som: cases non-transferable
specific delivery coatrac s also could be
abused, at the present mom=nt, we feel
that we must begin with the traasfer-
able coatract. QOa the view thai any
mischief may be indulged in by
means of unhealthy dealing in non-
transferable spzcific delivery contracts,
we have not clearly formed the opinion
that such contracts should be definitely
restrained. It is with that view that

Governm~nst have '

we have taken powers under clause 18.

These are the two points that have

emerged broadly from this debate.
My hon. friend Mr. Parikh has made
some useful suggestions. He says
that the persoanel of the Commission
should be five. He suggested regional
advisory committees. He had also a
number of suggestions to make of a
constructive character, 1 may assure
the hon. Members that when the debate
comes to the Ministry, it will cull all
the points of a constructive character
and shall- consider carefully all the
points that are urged.

Now, a comment has also been
given that this measure is not adequate
to meet with the situation. As I
suggested earlier, this is a new pro-
blem:.

AN HoN. MEMBER :
old problem.

SHr! D. P. KARMARKAR : But
we have been handling it anew and
we have got the recommendations of
the Expert Committee. Twice it
came before Parliament and we had the
advantage of the discussion in two
Parliaments, not onc  discussion. We
have put forward before the House a
measure which in our opinion tries to
grapple with the situation. As one
of my hon. friends suggested, it is

It is an old,
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no use going tod fast. Very likely,
some may believe in going too fast.
Somz miy like us to go fast and some
ochers may say ‘“we are not in a

modd to go fast”. Before we
have a full coasideration of all
aspects, we cannot proceed. If you

waat to survey a forest, you havc to
go inch by inch. You have to go
slowly and measure every inch of the
forest. As I said earlier, we think
there are certain types of contracts
which must definitely be prohibited
and there are certain others which need
not be so prohibited. There is a third
type of contract, the non-transferable
specific delivery contract which we
believe is most necessary to regulate
also in certain areas and under certain
contingencies. So, I think, Sir, Go-
vernment feel that the measure that

. has been b:fore the House should be

given a very good trial and that it will
in any case give us the experience
that we need and the country needs.
We feel that the proper way to deal
with this is to take the question as a
wiole and come to grips withit. I
do believe that human ingenuity fhany
a time baffles the best efforts of man’s
endeavour in social welfare.

So, Sir, I think that the experience
that we shall gain, that the country
will gain, will be a precious experience.
Now, Sir, I understood my hon. friend
Mr. Bhupesh Gupta has been almost
opposing forward contracts as such.
At the end of his fairly long spcech I got
a lirtle light. He said he entirely
supports the Government so far as
options are concerned and if 1 inter-
pret it rightly, I think that he wishes
to go whole hog to check unheaithy
speculation as a whole. I was rather
interested in the observation made by
my friend Mr. Manjuran. I think
when he said ‘speculation’ he implied
unhealthy speculation. How can this
be consistent with a planned economy ?
As he was speaking, I almost felt that
I agreed with every sentence that
he said because ultimately this is an
attempt in the field of planned economy
also. Now we have taken to regulate
certain types of contracts. Now that
is proceeding according to plan, our
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ultimate objective being that our |
trade should be so planned in the end (
that unhealthy speculation  should
become absolutely  impossible. So |
I will not quarrel on that point at all.
I think h> will entirely find himself
in agreement with me, in the sense
that there is absolutely no difference
between the points of view he expressed
and the Government point of view.
Our ultimate aim is to achieve a state of |
things in which harmful speculation ‘
would be absolutely impossible.

Sir, I content myself with those
remarks because there are no other
points which should require a detailed
reply. We shall carefully consider the
various suggestions made during the
course of the debate. Sir, T move.

SHRe C.G.K. REDDY : Just a
clarification. I should like to know
from the hon. Minister what is
‘healthy speculation’ because I cannot
understand that term.

SHR1 D. P. KARMARKAR: Healthy

- speculation is a speculation which is

in the best interests of the country. !
Suppose I want to have cotton to run
my mills. In doing that I may find !
that the price factor may be favourable
to me. Supposing I am pinned down
to my contract and at that particular .
time the prices fall, I may lose and
my concern will have to lose in produc- |
tion. Now, Sir, that word ‘specula-
tion’ has such odour. I will better
transform that word ‘speculation’ into
‘anticipation’. I make a correct antici-
pation of things for running a national
concern. Supposing the rates do not
fall or the prices do not rise during
that period, I think my hon. friend
entirely agrees with me that there are
certain kinds of anticipations—not
speculations—which could be beneficial
to the country.

JaNAB M. MUHAMMAD
ISMAIL SAHEB : May I have an
answer to my question whether this
Bill covers the contract which is
entered into between an Indian and a
non-Indian ?

[COUNCIL]
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SHRI D. P. KARMARKAR : It does
to that extent to which there is control
over nationals. It does.

MaJ.~GENERAL S. S. SOKHEY : How
does it protect the producer ?

SurID. P. KARMARKAR : Inas-
much as it saves him from the specula-
tors’ activities and fluctuations in
prices. To that extent it profits the
consumer, it profits the producer and
it profits everybody. The whole

| attempt is at levelling up and creating
! a uniform level in respect of trade and

avoiding  fluctuations and uncer-
tainties. To that extent it profits every-
* one.

Maj.~-GENERAL  S. S. SOKHEY :
Would not the prices, of primary pro-
ducts, fixed by Government on parity
basis, be more sensible ? .

Suri D. P. KARMARKAR : Thatis
another point which will require an-
other occasion to reply.

Pror. G. RANGA (Madras) : There
are two points in regard to which I
would like enlightenment. There is a

- minute of dissent by Mr. C. C. Shah in

which he has suggested a specific amends
ment to the Bill. He wanted it to be
incorporated but, unfortunately, it has
not been done. Here is Chapter III
regarding recognised associations. Ac-
cording to this, it means that an orga-
nization may seek recognition from
Government and from this Commis-
sion but it does not mean that every
organization has got to seek this
recognition and must be recognized.
Mr. Shah suggested that it should be
recognised and that every organisation
should come to be recognised and seeck
recognition as otherwise so many abuses
creep in the wake of the private organi-
sations and their mischiefs. I would
like to know how soon Government
would like to take action in this direc-
tion, because it appears to be a very
healthy one.

Secondly, my hon. friend said that
they would certainly welcome the de-
velopment of agricultural co-operatives
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and also the organisation and establish-
ment of these co-operative ware-houses

and I know some of the State Govern-
ments are trying to do something. T
would like to know whether the Govern-
ment of India would try to revive the

earlier scheme that they had during
the war or soon after the war of placing

some funds at the disposal of the State

Governments by way of giving sub-

ventions of whatever it is, upto a parti-

cular percentage of the expenditure

to be incurred on the construction .
of these ware-houses and whether they

would like to consider it at the earliest |
possible moment.

Surr D. P. KARMARKAR : Sir,
with due respect I thought that the
first suggestion was relevant on this
discussion and perhaps in a broad way .
I gave the Government’s attitude with
regard to co-operatives but how much
money they would be able to place or
not, I think, at present it does not arise
out of this.

Pror. G. RANGA : The point is

. . R |
whether they are going to consider it. !

Sur1 D. P. KARMARKAR : I want |
notice of that. |

With regard to the first point that
was made, I thought my friend Prof. |
Ranga did not listen when I spoke first. |
Perhaps because it was a prepared '
speech, he thought it was not worth- |
while. I dealt elaborately with this |
point. I anticipated an objection of .
this nature because Mr. Shah had made |
that point and we thought that a regula-
tion like that would be far too sweeping
at present. Binding the operations |
by any association, unless it be a re- .
cognised association under this law, (
would create far greater difficulties than !
the small solution that would arise |
out of it. I thought since my friend
Prof. Ranga did not table any amend-
ment on this point, that he entirely
agreed with our point of view, but
apart from that, that is our position
and we don’t consider it at the present
moment feasible to give effect to that
suggestion. Maybe ultimately, logi-
cally, every association will have to be
registered but that is an end to be
achieved. At the present moment,

suppose we begin bringing in organisa-

_ tions or any associations irrespective of

its consequences, it might lead us into
difficulties which we may not be
in a position to foresec at present. It
is much better to begin in a small way
and later make regulations of forward
trading specifically effective in certain
areas and commodities.

MRr. DEPUTY CHAIRMAN : The
question is :

That the Bill to provide for the regulation
of certain matters relating to forward con-~
tracts, the prohibition of options in goods
and for matters connected therewith, as
passed by the House of the People, be taken
into consideration.

The motion was adopted.

MRr. DEPUTY CHAIRMAN : We
will take clause by clause consideration
of the Bill. There are no amendments
to this Bill.

Clauses 2 to 28 were added to the
Bill. |

Clause 1,~the Title and the Enacting
Formula were added to the Bill.

Surr D.P. KARMARKAR : Sir, I
beg to move :

That the Bill be passed.

MrR. DEPUTY CHAIRMAN:
Motion moved : .

That the Bill be passed.

Surr C. G. K. REDDY : Ordi-
narily I think after the hon. Minister’s
reply this debate should have ended
and the question should have been
decided. But, unfortunately, to my
great surprise and disappointment, the
hon. Minister who usually gives a very
satisfactory reply to the House, in this
case, has not even attempted to give
satisfaction. I especially thought
that he would be able to tell us quite
definitely what indeed he thinks good
about forward contracts. The inten-
tion of my speaking now at the end of
his reply is to elicit from him some in~
formation as to how the country is
going to benefit from this legalised

744

-

.
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speculation or anticipation, as he put
it.
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I am not indeed, in a position to un- |
derstand how, if there is an element of '
gambling—and there is an element of
gambling—I suppose he agrees there—
he is going to remove that element of |
gambling by this Bill. Now we are
to have, according to him, a very |
healthy agency through the forward
contracts, not only to help the economy
of the country but to assure the in-
dustries a proper supply of ‘their
raw materials. Somehow this agency
is expected to do good even to the
grower. I rtake it that the grower’s
interest is also his concern. But I
am not able to see and I am not able to -
agree that this would i~.l.sd be so, .
even with this so-calle.i .egulation of
forward contracts. That is at least
my view and the opinion of most of us
on this side of the House.

This agency is perhaps the greatest ‘
evil of the capitalistic system. There
are many others, but bydar the stock
exchanges and other exchanges are
the greatest evils that the capitalistic
system has produced, and it is time
that we, who are determined to have
a planned economy, a Welfare State,
started to put an end to it. But if the
hon. Minister had told us that this
is only the beginning and that we would
be able to take the next step thereafter,
we probably would have given him,
shall I say, a reserved consent to the
Bill. But he has categorically stated,
as I can see it, that he is not going to
take any further step because he thinks
that it is a very healthy anticipation
and that it is a necessary thing which
we should have in our economy. I
for one am not able to see how this is
necessary. These and other things
recognised as absolute gambles, which
the hon. Minister is trying to bridle
through this Bill, are only the pro-
duct of the main thing, namely, for-
ward contracts.

He gave us an example of a textile
" mill entering into forward coutracts
so that it may be assured of its raw
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' material for its next year’s production,
and indirectly assuring that the masses
of the country—tne poor masses
o: our country—are served through its
brilliant and glorious effort. I am glad
that the textile industrialists through
these forward contracts, really have
the intention of clothing the many
millions who have no cloth at all to
wear. What would happen, asks the
hon. Minister, if you had no forward
contracts ? Two years hence there
would be no cotton at all, somebody
else may take it all away. If the in-
dustry does not get its raw material, it
will not be able to produce and the

+ country will not have the cloth neces-

sary to clothe itself.  Therefore, it
is a necessary thing. But, I do feel

. that it is not necessary. One of the hon.

Members on this side of the House
suggested that this agency could easily
be replaced, could easily be substituted
by a very healthy system. After all, Sir,
the only argument for the existence of
these parasites, if I may call those who
enter into forward contracts, is that
they take the risk to supply the mate-
rials that are necessary for industry
or for the consumers during the off-
season and against any eventuality
that nature or something else may bring
about.

But, will the hon. Minister agree with
me when [ say that even if you confine
the activity in forward contracts to a
textile mill, only to the actual manu-
facturer, or to the actual user and eli-
minate even all the middlemen, even -
then I would say that a forward con-
tract will give rise to evil and I can
assure him that in spite of this Bill,
the same amount of gambling, possibly
with a legal protection and with a res-
pectability that the hon. Minister has
tried to throw on its shoulders, will be
able to carry on and still manipulate
the markets in such a manner that our
economy would go on being ruined by
these people. Sir, I would give an
example. A mill makes a forward
contract for 2 years hence, or one year
hence or some years hence in order,
according to the hon. Minister and
according to our great patriot, the textile
magnate, that we may be sure of pro-
ducing and keeping to the target of our
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textile production. Supposing,  Sir,
the prices rise. In what manner do
these people protect themselves ? Let
us say that they are very honourable
people who will honour this contract.
Next year they are bound to manipu-
late the markets in such a manner as to
bring dowa the prices and enter into a
contract so that the grower is forced
to scll it at a much lower price, there-
by keeping a respectable average for
themselves, or, let .us say, a workable
average of the prices.

After all, S.r, what I feel is, barring
these little middlemen, who make a
little money here and there, and some
of them make crores also, the biggest
people in the ' country are the real
motive force behind the entire forward

- contract system. They are the same

people who own the biggest industries;
they arc the people who control the
entire banking system in the country,
they are the people who have a lion’s
share of the insurance business. Now,
by eliminating the middlemen, what
is it that you are protecting the growers
against ? You may be eliminating
the middlemen and making it a little
inconvenient for the bigger men to
operate in the market ; but, as the
hod. Minister rightly pointed out,
human ingenuity, as he said, the evil
genius of a human being—if a magnate
and a financier is a human being—is
such that none of these Bills would be
able to protect us.

We should be able to take a measure,
not a half~measure. The hon. Minister
says that he cannot go fast enough ;
but, that is exactly what these people
think. They know that he cannot go

fast enough ; they know that he is not

competent enough to stop their evil
designs which they have been perpet-
rating on the country. I feel definitely
that there is no use of this Bill at all.
In fact, this is not going to curb the
evil. The evil is going to be there
just as much as it ever had been.

If you wanted to do anything about
this Forward Contract—my assump-
tion is that you have found that the
forward contract system has been an
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ot desiraole to curo 1, it i3 nzc:ssary
that you need to curo it through an
effectsve Bill, but, my contention is that
you are not doing it. Because, by
merely eliminating the small man,
you are not eliminating the big people
who are really th: mo.ive force behind
tats system., Adcrall, S, you go to
th> East India Cotton Association and
see who are the Members of the
Managing Committee, find out of how
many textile mills they are Directors,
of how many vanks they are Directors,
of how many insuraace companies they
are Directors. They have the entire
financial backing in the country to
operate to their own benefit and to the
detriment of the grower and cven the
little middleman, who is the ag:ncy
between the grower and themselves

How are you going to stop them from
operating the market in such a manner
that the grower, whether it be of cotton
or oil-seeds or anything else or even,
as my hon. friend Mr. Ismail said,
hides and skins is protected from the
explotation of thesc big people ?
How are you going to prevent them from
making use of this legalised gambling,
legalised speculation, legalised anticipa-
tion ? How do you intend to do it ?
1 for one, Sir, am unable to understand.
I am also unable to understand how
you will be able to protect your Plan—
if you produce a Plan at all in the sense
of the term as 1 understand it, a few
days hence—with this only check,
with this only bridle on the evil people
who exist in the country today ?
How are we going to prevent those
plans from being sabotaged ? 1 am
not able to understand.

My friend Shri Gupta rightly pointed
out—I would say that 1 am almost
entirely in agreement with him, in what
he said today—he might have sounded a
little irrelevant to those who do not
understand the economic system in
which we are living, but I almost en-
tirely agree with him when he pointed
out that planning cannot go hand in
hand with this. This means you do
not understand the plan. You cannot
plan on this basis. The plan can never
cover the operations of these pecple.

evil in the country—and if you thought = How do you intend to carry out the

'
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targets that you have laid down in the
Plan ? This sort of wishy-washy
measure, onn those people who have
been wrecking the  country, can
only send the entire country in one
direction to ruin,.

749

ProF. G. RANGA : Sir, Ifthe Gov-
ernment had not brought forward
this Bill, I would have been very much

in agreement with the sentiments ex- )

pressed by my friend Reddy, in regard
to the evils of speculation and the
troubles our producers
from these speculators. But now I
am face to face with this Bill. My
hon. friend, the Minister for Com-
merce, in sumuning up the debate,
has already evinced the general approval
of the House, although some of the
Members would like it to go much
further and much more quickly, and
so on. It is not possible now to say,
along with my hon. friend Shri Reddy
that it is useless. It is not useless.
The next thing he said was that it
would be ineffective. I do not think
it need become ineffective. The third
thing he said was that it was going
to keep out some people and give
monopoly to top people only. That

is exactly what I think this Bill is in- |

tended to prevent. If you look into
clause 6, sub-clause (2), paras. (a) and
(b) you will find that sufficient care is
taken in regard to the membership of
these organisations.

Surl C. G. K. REDDY : Those who |

are not members are not allowed.

ProF. G. RANGA : Thatis quite
right. It ought to be so. Then alone
unhealthy speculation can be checked
and prevented.

Sur1 C. G. K. REDDY : You are
using his phraseology.

ProF. G.RANGA : Yes. A person,
who is not a member of these organisa-
tions is not allowed to operate on these
forward contracts. I agree with my hon.
friend, Mr. Reddy, on the more funda-
mental things that there should be no
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scope at all for forward mark:ts, or
for spzculation in any oth:r thiags.
Therefore, our society should b: so
organised, our agriculturist should be
hzlpzd in such a way, that his products
will go straight to the ultimate consumer
if need be through th> procassing
factories, and then later o1, through
the manufacturing concern and so on,
without the mediation of th:s> p20pls.
If only this cauld be done! A
' solution was suggested and I am in
‘agreement with that solution ; and
that is co-opzrativisation of th> whole
| agricultural — marketing. With the
. co-operativization of the whole of the
| agricultural economy it can bz done.
) It is done in so many oth=r countries.

Certainly it is done with almbst 9o par
cent. of the needs of the pzople in
Denmark and in soms2 other countries.
They are very small countries. I
do not mean to say that we will not be
able to achieve what they have achieved
but it will take som= timz. We have
- progressed towards that goal. This
\ Bill, I think, is a very small step, and a
‘ first step, in that direction. All this
| time all these people, these specula-
| tors, have been playing mischief with
| us. For a long time we have been
asking for a Bill like this. Ir came up
i for discussion in the Indian Oilseeds
| Committee also, where the majority
of members happen to be the represen-
| tatives of the growers. We thought
that the Government was delaying the
bringing forward of this Bill. We had
to send several reminders to the Gov-
ernment. And, now, in the end,
it has come before us. Therefore,
let us welcome this Bill, not in a half-
hearted manner, but wholeheartedly.

My complaint is not that this Bill is
not good in itself, but that, as our
friends have put it, it does not go far
enough. I wanted to make one very
small suggestion, but my hon. friend
fights shy of it. You force these people
to organise themselves in certain
specified areas. That is how the Bill
seeks to move. I suggest that there
should not be any placeat all where
there might be a private organisa-
tion of these speculators to play mis-
chief on society. All over the country,
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every group of people who wish to
deal in forward contracts should be
brought within the purview of the Act.

-

My hon. friend the Minister would
like to go a little slowly. 1 do not
wish to quarrel with him on that score
at present. But I would like him to
keep this suggestion in mind, and then
try and take the earliest possible step
to carry it out, say, after one year of
observation as to how this legislation
affects industry and trade in the country.
I can quite understand my hon. friend’s
hesitation to go ahead in a full-fledged
manner, because, as we all know, we
do not have sufficient trained per-
sonnel today. What was the com-
plaint that so many people made over
textile controls when they were in-
troduced ? The complaint was that
the officials who were appointed by
the Government to deal with these
controls were not specially trained
people, and that they did not under-
stand the technicalities of the textile
industry.  They needed more time.
They took too much time. By the time
they learnt something, there was a
change in the personnel of the Ministry
here, or there was some change in the
attitude of the Minister towards the
Textile Commissioncr and his sub-
ordinates, and pcople came to be trans-
ferred elsewhere. It was accepted
by the previous Minister, I think by
Dr. Syama Prasad Mookerjee, that
there should be special personnel to
administer these controls, and there-
forc there should be special training
given to the officials. The Govern-
ment of India promised to give this
training. They  promised to take
special steps in this direction. But
ull now they have not taken any steps
at all. They did not have what is
known as the Economic Civil Service,
a brains trust. I would
Government of India to think about
it again, now that we have a new Chief
Minister in charge and his Minister

. of State also to deal with these matters,

so that it would be possible for Gov-
ernment to have at an early datc a
sufficient number of trained personnel,
with whose assistance and co-operation
it might be possible for them to go

|
|
|
|
|

like the |
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much further than they propose to do
in this Bill. Everyone of th:se so-
cieties will hive to bz provid:d by
Government with at least ons, and
sometimes, I suppose, even more than
one of their representatives to
watch the activities of the societiss.
That would need a number of pzople
with, proper qualifications. It is doubt-
ful whether the Government of
India has got those people just at
present. They may have to take soms
of the I. C. S. people or som: other
people and give them training.
If, on the other hand, T were to insist
that these societies should bz allowed
to organise themselves in every trade
centre, then I am afraid this Go-
vernment anyhow might not be able
to tackle the situation. That is why
I am quite prepared to understand
the hesitation of my hon. friend in
accepting the suggestion that I had
made earlier. Sir, I wish to make
one other suggastion. My hon. friend
wants notice. I would like to give
him some information. Somec ycars
ago, there was what was known as the
Groundnut Fund. More than a crore
of rupees came to be accumulated
under that Fund. So far as the
amount collected for the Fund was
concerned—I1 speak subject to correc-
tion—it was specially earmarked for
the promotion of the construction of
co-operative warehouses. A portion of
it was handed over to th: Oilseeds
Committee. We allocated it among
the different States and we asked
the Governments to build these
co-operative  warehouses. But the
State Governments came back to
us with the reply that therc were
not sufficient funds with them. We
asked them to contribute fifty per cent.
They said that they would not be able

. to contribute anything. They wanted

|
|
x

|

the whole cost to be paid out of the
Fund. That is the situation in almost
all the States. They are today face
to face with budgetary deficits and they
are not in a position to help their own
co-operative growers and  build
the warehouses. Therefore, I would
like the hon. Minister here of the
Government of India to consid:r ths
suitability of taking as early a step
as possible to raise adequae fuais
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and place it at the disposal of the !
State Governments in order to enable
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commodity for the matter of that—
he may also find that it would help

them to construct the co-operative | him tosell his future crop at a particular

ware-houses and through the ware-
houses enable the farmers to work for
their betterment in spit2 of the acti-
-vities of the speculators.

I think the hon. Minister will try
his best to go almost out of th: way
to the rescue of the growers through
the development of these co-operative
-ware-houses.

SHr1 O. SOBHANI (Hyderabad) :
Mr. Deputy Chairman, I had no in-
tention to participate in this debate.
But certain remarks made by Mr.
Reddy and one or two other speakers
have led me to the conclusion that the
very object of this Bill is entirely mis-
understood. My friend Mr. Reddy
raised the question as to how it could
benefit the textile manufacturers and
growers 7 He also said something
-about the East India Cotton Association
and oilseeds growers. In the first
place, I would ask him to realise that
a forward contract is not necessarily ]
a speculative contract. The word
“speculation’ stinks in my nostrils, be- 1

|

cause many years ago, my entire family
‘was ruined as a result of speculation.
So, I have no sympathy with any
speculator. What I want to explain to
my friend is that a forward contract
is necessary for the benefit and pro-
tection of a bona fide manufacrurer
and even a bona fide
textile manufacturer or

grower—a
any other |
manufacturer may find at a certain

time of the year that he can buy\
cotton or any other raw material at a |
reasonable price, and he may have an

offer for forward contract for the sale |
of his product. Well, he sells cloth |
at a particular price, calculates his cost |
and covers himself against furure |
fluctuations by buying the required

quantity of cotton, so that as a matter \
of fact, by entering into a forward \
contract he actually avoides speculation. '
He avoids the risk of the market being ]
against him when the cotton arrives.

As far as a grower is concerned—- |
grower of groundnut seed or any other |

' time when he thinks that the market

is high. "’ .

Suri C. G. K. REDDY : He never
knows it. He never has a contract with
the manufacturer.

SHRI O. SOBHANI : Well, what all
of us have to do is to educate our
grower to start co-operatives and to
help him to come out of the hands of
the mahajans who are sucking his blood
at the present moment. The point is
that a forward contract gives him an
opportunity, through his broker or
agent to cover himself against any
decline in prices in the future when
the crop is harvested and the commo-
dity is actually in the mandi.

Suri B. B. SHARMA : (Uttar Pra-
desh) : On a point of information, Sir.
Is it not a fact that these forward con-
tractors very often, when they want
to bring down the price of a particular
raw material, they begin to give a
wrong quotation as they did in the
last summer in respect of gur ? Now
they brought down the prices abruptly.

Sur1 O. SOBHANI : Sir, then Mr.
Reddy mentioned that the East India
Cotton Association is in the hands
of the capitalists. Unfortuntely, Sir,
that is so. But if our growers and

' small traders were properly educated

to realise their own position—this state
of affairs would not last long.
(Interruprion.) 1 may say, Sir, that
it is necessary to confine the business
to members—because in case of
fluctuations they have to pay the losses,

| if any occur ! The ordinary trader or

grower is not debarred from entering
into a forward contract because he is
not a member of the association.
He goes to the broker or his aratya
or agent or whatever he may be called
and does the business through him.
Therefpre it is not absolutely necessary
that the membership of any forward
trading association be confined to mere
capitalists.

SHrI C. G. K. REDDY : The broker
has come here.
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SHRI O. SOBHANI : Even now you
have the mahgjan from whom he is
borrowing money to finance the pur-
chase of seed. Therefore I say, es-
tablish co-operatives—that will save
the grower from the clutches of the
mahajan. 1 am sorry, Sir, that much
against my will I have been drawn into
this debate, I hope that we shall soon
gain experience and appreciate that
the object of the Bill is perfectly sound.
It is not to help speculation but to
check speculation ; I congratulate the
Commerce Mianister for introducing
this Bill. But I would warn him to be
alert and to see that this Bill is not

abused and whenever he finds that some |

person or a clique is faking advantage
of the provisions of this Bill, he should
immediately come forward with the
necessary amendments.

Jwas M. MUHAMMAD ISMAIL
SAHEB : I want to say one or two
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. Bill comes into operation with regard

|

|
|
|
|

to these trades, what will happen ?
They will have to form associations.
To form an associdtion is not an easy
matter. To expand the membership
of an existing association is one thing
but to form a new association is quite
a different thing. Small people,
deserving people, who are rightly en-
gaged in such trades as leather pro-
duction, don’t know really the intricacies
of law. ‘

MRr. DEPUTY CHAIRMAN : Are
you making a case to oppose the Bill ?

JanaB M. MUHAMMAD ISMAIL
SAHEB : No. I am supporting the
exemption that has been granted to
certain contracts by clause 18 and I
suppose I will not be wrong if I am
even to oppose the Bill.

Mr. DEPUTY CHAIRMAN : We

things, Sir. What would happen to ' are in the third reading stage. If you
the cases Wthh I referred to 1In my J want to make out a case to oppose,

previous speech ? Take for example,
Sir, the leather trade. There is a sur-
plus which the country cannot con-
sume. It is to be sent outside our
country. Then, if we have to send

you may do so. Otherwise please

wind up.

Janas M. MUHAMMAD ISMAIL
SAHEB : I say this in elucidation of

them outside the country, are we O | whar I said previously. The small
follow the system of auctions and send | people will be eliminated and therefore
out goods closing our eyes, keep them | I say that the exemption granted is
in London for two or three months | right until at least we are established
and then sell them for whatever prices | in  this system of forward contract.

they are able to fetch at that time ? | When they are properly established
Qr is it better in the interest of trade } then thereywiu b‘é tﬁ;’—w)’ :

and industry to have forward con-
tracts, so that the people who are pro-
ducing these commodities may know
what they would get from time to
time ? This forward contract system
in such cases is essential. Because
they are required for stabilising the
prices and this system really stabilises
the prices in such cases.

Again, T purported to say in my pre- |

vious speech that clause 18, sub-clause
(1) rightly exempts such categories
as non-transferable contracts from the
operation of this Bill Because the
system of forward contracts, as carried
on by the trades concerned—the
trades which I mentioned—is in the
course of being built up and it is not
yet sufficiently established. If this

|
|

enough for
the provisions of the Bill to be brought

' into operation with regard to them as

well.

Then another point which I raised
with regard to this Bill was whether
the provisions of this Bill will apply
to contracts entered into berween
Indians and non-Indians. The House
is told by the hon. Minister that it
does apply to such contracts also. If
it were so, then clause 8 sub-clause (3
says : ] .

“Bvery other person or body of persons
who has had dealings in the course of business
with any of the persons mentioned in clauses
(a), (b) and (¢), shallbe bound to produce
before the authority making the inquiry,
all such books, accounts, correspondence
ete. etc.”
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[Janab M. Muhammad Ismail Saheb.] |  Suri K. C. GEORGE : Just fifreen

This means all those people, Indian or “ minutes, Sir.
foreign, who have had anything to do |
with the business concerned, are bound |  MRr. DEPUTY CHAIRMAN : Then
by the provisions of the Bill. My doubt | you may speak tomorrow.

is whether we can legislate for the | :

people who are foreigners. [ The Council now stands adjourned
SHr1 K. C. GEORGE (Travancore- to quarter to eleven, tomorrow.

Cochin) : Sir, I have been trying to |

get a chance to speak.

MR. DEPUTY CHAIRMAN : Are
you likely to take much time ?

The Council then adjourned
till a quarter to eleven of the
clock on Wednesday, the 3rd
December 1952.

far)



