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PRIZE CHITS AND MONEY CIRCU-
LATION SCHEME (BANNING) BILL

THE MINISTER OF FININCE
(SHRI H. M. PATEL). I beg to move:

“That the Bill to ban the promo-
tion or conduct of prize chits and
money circulation schemes and for
matters connected therewith or in-
cidental thereto, be taken intp con-
sideration.”

This Bill seeks to ban the promotion
or conduct of prize chits or money
circulation schemes and deals with
matters connected therewith.

Government had constituted in
February, 1969, the Banking Com-
mission. One of the terms of refer-
ence of this Banking Commission was
“to review the role of various classes
of non-banking financial intermedia-
ries, to enquire into their structure
and methods or operation and recom-
mend measures for their orderly
growth.” This Commission hag made

_ certain recomendations in its Report
submitted to the Government in Jan-
uary, 1972, for the restructuring of the
existing scheme of control over the
miscellaneous non-banking companies.
After examining the recommendations
of the Commission, Government deci-
ded in principle that the existing sta-
tutes and directions issued thereunder
to non-banking companies may be re-
viewed to plug loopholes, if any, which
were being taken advantage of parti-
cularly by private limited companies.

With a view to examining this mat-
‘ter in all itg aspects, a Study Group
was constituted by the Reserve Bank
of India under the chairmanship of
‘Shri James S. Raj to make specific re-
commendations for taking further
action to implement the decision of
Governmesit. The Study Qroup sub-
mitted its report to the Reserve Bank
in July, 1975. It recommended that
the conduct of the prize chits or be-
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nefit schemes, by whatever name cal-
lec, should be totally banned in the
larger interests of the public and that
suitable legisiative measures should
be taken for the purpose if the provi-
sions of the existing enactments are
considerej inadequate.

Miscellaneous non-banking compa-
nies are of two types, namely. (a)
those conducting prize chits, benefit/
savings schemes, lucky draws etc.. and
(b) those conducting conventional or
customary chit funds. The present Bill
is cocerned with the banning of the
promotion and conduct of prize chits,
benefit schemes ete. The activities of
the chit fund companies conducting
conventional chits arc proposed to be
regulated throughout the countrv for
which a separate Bi'l will be introdu-
ced,

For the benefit of this House, may
I explain the difference between these
two kinds of chits. “Prize chits" would
cover any kind of arrangement under
which the moneys are collected by
way of subscriptions, contributions
etc., and prizes, gifts etc.. are awar-
ded. The modus operandi is that the
company acts as the foreman or pro-
motor and collects subscriptions in
one lump sum pr by monthlv instal-
ments spread over a specified period
from the subscribers tp the schemes.
Periodicaly, the numbers allotted to
members holding the tickets or units
are put to a draw and the member
holding the lucky tickets gets the
prize either in cash or in the form of
an article of utility, such as a car, sco-
oter etc. The “prize chit” is really a
form of ottery. There is an unlimi-
ted number of members bearing no
relation to the number of instal-
ments in a scheme. Once a person
gets the prize, he is very often not re-
guired to pay further instalments
and his name is deleted from further
draws. The schemes usually provide
for tee mpturn of pubscriptiong paid by
the members with or without any ad-
ditional sum by way of bonus or pre-
mium at the end of the stipulated per-
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iod in case they do not get any prize,
Such schemes are known by various
names such as prize chits, benefit/sav-
ings schemes, lucky draws etc. The
companies conducting prize chits have
very liltle, if any, financial stake of
their own in the business they con-
duct. They almost solely depend on
the funds they colect from the public
for which they offer no security.

15.09 hrs.
[Mr. DEPUTY SPEAKER in the Chair]

The ‘conventionzl chit fund, on the
other hand, is an old indigenous finan-
cial institution involving regular per-
iodicai subscr.ptiong by a group of
persons. It is, in law, a contract bet-
ween the subscribars and the foreman
or manager in-charge of the chit. The
contrart generaly provides that the
subscribers shall subcribe a certain
surn bv periodical  instalments for a
dofinite period and that each subscri-
Ler. zhall, in his turn, as determined
by let or by auction of in such man-
ner as may be provided in the agree-
meni, be enlitled to the prize amount,
There will be as many periodical in-
stalments as there are members. The
prize amount is the sum total of the
~ontributions payable by all the sub-
scribers for any one instalment less
the riscount angq commision perscri-
bed by the rules. The prize-winner
is, thereafter, ineligible for any fur-
taer prizes although he has to continue
to make the stipulated instalments for
the duration of the chit. These con-
ventional chit funds, therefore, are
essentially of a self-liquidating nature
and since there is a mutuality of in-
terest among the small number of
subscribers to each scheme, these con-
stitute convenient instruments combin-
ing savings and borrowings.

According to the Study Group,
most of the prize chit companies
whose business is sought to be banned
by the present Bill are private lmi-
ted companies with a very low capital
base amounting to a few thousand
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rupees contributed by the promoters/
directors of their close relatives.
Under the facade of inculcating say-
ings habit among the public, these
companies collect small amounts from
the gullible members of public with
promises of awarding prizes at per-
iodical intervalg besides refunding the
actual subscriptions contributed by
them at the end of the stipulated per-
iod of schemes. Of late, there has
been a mushroom growth of such com-
panijes which are doing brisk business
in several parils of the country especial-
ly in big cities like Ahmedabad. Bang-
lore, Bombay, Calcutta and Delhi.
They have also established branches
in various States. Cases have come
to the notice of the Reserve Bank,
where these companies, after collect-
ing, sizeable amounts, by way of sub-
scriptions have gone Into liquidation.
In several cases, these companies have
transierred their prize chit business to
partnership concerns so as to escape
the restrictive provision of the direc-
tions of the Reserve Bank.

The inspection of a few companies
conducting prize chits’/benefit schemes
cerried out by the Reserve Bank has
revealad, inter qlia, the following
features:

(a) The companies had advanced
sizeable amounts tg the directors
or relatives or firms in which they
were interested as partners, direc-
tors or as Commission agents and
there wereparticularly no repay-
ments of the loans,

(b) The Books of accounts had
not been maintained satisfactorily.

(c) Close relatives of the direc-
tors had been employed in the com-
panies as members of the staff
or as agents on high salaries.

(@) In one case, it was observed
that a scheme announced by a com-
pany in which collections had been
made was withdrawn subsequently
without notice to subscribers and no-
refunds of the subscriptions already
received had been made to the
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subscribers. Prize money had not
been paid to all the subcribers who
had won the prizes; and

(e) Subscriptions had been shown
to have been refunded in the books
of accounts of a company but doubts
had been expressed by the inspect-
ing officer about the genuinenss of
the payments in view of certain at-
tendant circumstances. There have
also been allegations that some com-
panies resorted to certain malprac-
tices in drawing the names of prize

winners.

(6) The Study Group came to the
conclusion that prize chits or benefit
:schemes benefit primarily the promo-
ters and do not serve any social pur-
pose. On the contrary, they are pre-
judicial to the public interest and also
adversely effect the efficacy of the
fiscal and monetary policy. There has
also been a public clamour for the
planning of such schemes. This stems
largely from the malpractices indulg-
ed in by the promoters and also the
possible exploitation of such schemes
by unscrupulous elements to their own
advantage. Accordingly, the Study
Group recommended that the conduct
of the prize chits or money circulation
:schemes, by whatever name called,
should be totally banned in the larger
interests of the public. The Bill seeks
to acheive this object.

(7) Under the prposed legislation,
the existing promoters of the schemes
will be allowed two years’ time to
wind up their business and the State
Governments have also been vested
with powers to grant extensions of
time in consultation with the Reserve
Bank. It provides for severe penalties
for those who contravene this ban.
Provision has also been made for any
police officer not below the rank of an
Officer in-charge of a police station or
any officer authorised by the State
Government to enter into and search
the premises which are suspected to
have been used for purposes cannected

NOVEMBER 20, 1978

money circulation 360
schemes (Banning) Bill
with the promotion or conduct of any

prize chit or money circu-
lation scheme. The Central enact-
ment would have the effect of

repealing the existing State legisla-
tion in Andhra Pradesh and Madhya
Pradesh and in the Union Territory of
Chandigarh.

Sir, I have already taken much time
of the House but I thought I should
place all facts before the hon. Mem-
bers for their consideration,

With these words, | move.
MR. DEPUTY-SPEAKER:
moved :

“That the Bill to ban the promo-
tion or conduct of prize chits and
money circulation schemeg and for
matters connected therewith or in-
cidental thereto, be taken into con-
sideration.”

Shri Vinayak Prasad Yadav--he is
not here.

There are ng more speakers.

SHRI LAXMI NARAIN NAYAK
TOS€=-=

Motion

MR. DEPUTY-SPEAKER: You want
to speak. All right.

sft |t TTC@EW AOw (FAET) ¢
AEAT IqTEA "gIeg, wWT faw Har
wErag A At gAY Fae v gF ofr=mEe
=& () fadaw, 1978 weqa
frar &, & 97% @ werg w7 FWEA
FEATE I TP ATAzg A A Hag
ot frdza w7 wTgaT g frgad @ 12
F I&T ¥ wgr T ¢ fr we & awy
qTgaT & At 2 AW A wafw & s FwA
g | 9T WA gEEY @ q7 qEwaAr
2 o< xud uraw & fad 3ay fagaw
ﬂﬁam%a}#mmg f&
7z 2 aF ¥ wafy ;= gad fqqg &
€ ¥ ? wad A faoww ff aww A
T wifgr, wifs wma ol o
foa e ® 70 Tawdt § Wik g5
X g # gz o0 § O wa



36%

g 1 gurw s Wiy, feet o
aOF ¥ gaw " qa F foy w

Fug g AT AfEgE

ITEHET 12 F I7@T (2) 7 #A0
Fg1 mar § & wraw T @Y aww R
FHAT WY T ATRAT &Y g T, TOH
Y WIWTa WY qerara grm 0§ gwmar
g f& Y SquTad gad @ adY 2, 3AHt
Y AT FT AT ATMEA FAIfF T
QAT q@A qAT &

¢ q3W ¥ @19 FT AT 927 H
Azt faamar star & s oot gEE
#iafx &y o€ ofr 1 FA A AT AW
AN g, TAT alF § FAAT § IT TFET
FIA qray A1 ¥, AT WY fEe o
77 fraza & 5 g awg & o dar
$FgT fwar SraT 8, I gTa g
FIAT ATfET W Y AT Y =N §,
Iz WY gATT gray w4rfgd « FF wEA
qRqT WYX FATAATE FT 919 FE@T
Tt UF g Aor F waA L OF €TIAT FAT
FTZ AT IAFT | qAT@ 10 FTG AT
25 T %947 fasr o717 €1 98 FE A5\
AT 7 ar@ AN g A =g g o
57 a2} ¥ sy w71 foeew FTaw B
T ATET IFHT SeqTEA a7 §, I Y
TRl FTAT AMEA | W ALEF ¥ A
TAT FOF § AT AR @R F €A

| AW A A §, AEA Fi gL qE@ &

- IAFT I FT AT Afgy | ofoww F

310, qfg i faga @ ot wra grerdt
# 3% FX w1 AOFT QAT ALY |

T ATE F A FAEA @7 AT R
IZ A9 qrdw gvrr wq guy frare A
WY Jy | g| frarz Y gTA qATA
FTRTT wrfgd ) O gad A faww

X3 Wi oY e e § ) ag wEA e ol

T & e st ot ¥ e &
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% o gura faar @ fF 2 af &Y wafg
g @A =fgd, T¥ 9 g W
FTT )

At a7 w5 & wrgar fE faer waly
i AT F A7 ot dar & qdus
frdra®s o3 | g7 wIw & A1 A4 E,
TAY qAC FT (@ H=\T TG T7aT ¢ |
Fufrigad frsaaga ot laq #am
I THIH 2, AR TG FEAT I |

aqq &9 fa=re & qrg & =rgar 2
f& 21 a9 # 97 wafy v 0 2 a7
AZT TgAT ArfEd AT A1 w1 o7 quTa
F7a1 T1fed | 37 9FT 7 fagaw
ddT qgieg Wy qE |

;> T Fg o (wmeEgR)
3IInAy Ageg, 38 fagaws &1 gega
FEF for & fau #d #1 gzm @
g+qqT { 397 ATEAT §, FIH IrgiA wIA
gg-nTe & &a § Afawar &1 grguia
fear & 1| ot o Afgwar 93
wasifad 781 &, 98 wY-wred g1, afew
gAg-wred g | gud fqud iy et F
gfagm woAr Tadfa 5 s w9-
da ®1 Afawar & fadw @ W@T R
forg g & oF g9 § wOE F1 qaw
g1 ¥1T g8 g1a § 9@ A fewz, Ay
# fepe ar gAY fere Y Swaw e &
Afawar 1 ez 78 A AT qFAT G 1

qg F9 A7 HI-ATE §, A AT Y
Afawar #1 Frug g gafa s@ w1 2 av
FaTg ? waA faa ad & 6y
¢ fr ag Faw wfas s & ff amaw
& &, afew arafors s & o TTEw
W wg-wTex g & fgm w0 gfee §
AEY AT &, IT WE-UTEA T 47 AW
27 W NHT KT IWT FHA WI@AT F
ST gug # o [T §, oW gdATw
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[81o WY fag)
I AETRE F IT F A aw A
FITATAST 9T | A FTATE J TATHY
fewz, zamht e ®lT &2t S=TET
gw A 91A gy Taaaar #1 2afagy
#1 g1 7@ | gafav faa /47 73y
¥ uF 93a € @ av fadas gEga
fear 2\ Forg gFe g 7 feagaems st
1% qrfafrsy, aefa & searedEo,
I 17 FF1 41, I gF77 fa=w A AT 7
wi-wrea § WY UF Afaw wegm s
1 uary fFar 2

afea gx o 2 I+ fa= " =
37 Tereg § 9 A faww w17 famge
g F1 mravrERAT 2 3afAc geer
g1 B =7 faggw o1 =619 A= SR
STTF FATAT FAT W17 THA ATZLT FT
Y wrfae 7 frgr amm ) g A
fagre Fravg AT A 7 A1 20
AfF 727 oY weg e # Arzfrar
TAY TZAY & | AT AT AAT FIIH L
oF fxfaas vaz 2, @Y 747 A1z F1
AqzTAI7 2 7 3AfAU #qvETT &1 UOTE
F a7 qra v, M A7 zand oz
¥ grgeg # WY wW TATET AT
F791 Tfzm

FET AF @ 7 T 9% g, & AWAAT
g f& 7 Fa@ =7 aw, afex  dfswax
F9 A w1 fammw 79 a@
F f77 &7 7 F1 sgaear g Tfgm
qg g7 AMAVAT 2, FIF TH IF17F
afza w7 gfera #1at & grey «iv wal-
qrerT 21T 2, a2 A & Afaw e Ay
- aEy v aFar g fow I oAy
afawar g 1 AT &, I AW AY
TAAfA FY gdTAT T 9T T AW
F fam sengea & @9t @ AT @)

& =red yregw & faw W wgiEy
*1 wgm g § e ag fardaw @ a8
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T 31 wifg?, afww o e & oF
HETF ATHT AT A gAY e nfe
ot W wfeary s afge, foe ¥
gt ¥ foag afesw 2 qearg #v
1 TqTa A AT & ) we ¥ Avefuat
w1 garst oz q@rdy @, @ aeq wy
g7 FH & fau geend w17 ¥gaa FR
F foo #¥5 gvor = Ry | gmwoaRdy
g & N FuTy qrem & aw w0
IfFF A A IR ER AR, A A
gua nF frwe @Y A& 9 F@efa
T T | IF TFTL FV GETGEIAAT FT
T AT AT & a8 W & fouw iy WY
BT AZI ZIATE | T8 U&7 F71 Afqwar-
fagm g9t oF WG @EW HIX
THT /41 famar e ammfama a8y
@1 | gEIfeT gz /199wy a9 & fE
TAH F1Z ATNGF ATT AATE | §H AN
Iq UAAAT F ANG F FATH a7 T A
fagre & =<t #1 uF aga aST TR
Zor a1 | w1 o fEaw & awi 0w &
form &1 oA AT & fF owTS e
F1 fewz @00, &7 9org #1 @OT,
o T g1 fFEy Wit S #+
JAT | AT FT AT AAY, Sfaw W7 s
# fezet ®1 ag a@ded & Awar
2 & g 7 qewrd # fegren fage
mar

guv dfaum # 99 gwr9ae &1
garga faar & a1 ag srawas & fv gearg
& AT 9T Y WeiTeA &1 ST
grT =fge | srefarst 1 Y 78 9H%
Faa qifafas a1 Ju & wmET 9%
grar & s B A1y wd Dar ¢
wafae 3@ g faduw & fav & oar
avaat § & s=ar awwre w7 g @
T RN TarE) AY My 14 N N
waft § o 9T AT @t ¥ o ol
TET SETTFTA | Tl F Ay on
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grfcawar J7ar qrEf & T WK §
71X & gwgar g i @ qoger q37 &7
3% awga faemm o

SHRI A. BALA PAJNOR (Pondy-
cherry): Mr. Deputy-Speaker, Sir, I
do not want to question the intention
of the hon. Minister in bringing for-
ward this Bill to ban the entire prize
chits. But at the same I want to say
that they have not gone deep into the
matter at all.

If you see the origin of these chits
in the country, you will find that it
goes back to Kerala—from the word
‘chitty’ it started. Naturally it has
come to the neighbouring States like
Tamil Nadu, Pondicherry and other
southern States where rural financing
is met by the chit companies. But the
sulution found out by the hon. Mini-
ster for Finance to regulate these chits
or to curb these looterg is more like
removing the very pockets when you
find the problem of pick-pockets. In
stead of regulating these chits, the
Minister has come forward with this
Bill to abandon it compleilly forget-
ting the simple fact that banking has
not gone deep into the village system
of our country.

1 am not agreeable with the second
part of his statement—where it is
complete lottery. Of course, Mr. James
Raj, with his experience in the bank-
ing field would have understood this
difficulty that they were not getting
those funds for their deposits like
Unit Trust. But they have failed to go
into the other question—the question
of people’s requirements in the rural
areas. The chits in small villages are
not prize chits. Some 20 or 30 people,
joined together, contribute a portion
of their savings month-wise or week-
wise, and the first man who is lucky
enough to get the first turn in the auc-
tion gets the share. If 20 persons,
joineq together, put Rs. 20 each, the
amount comes to Rs. 400, and the
man who gets Rs. 400 in the first
month, has to. continue paying his in-
stalments till all others get their turn.

202 LS—14
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It is not completely a lottery. For
conducting this, the management used
to collect a commission of, say, Rs.
3/-. When this got some impetus, some
big people got involved in it. They
wanted to cater to the needs of big in-
dustrialists and they suggested Rs.
500, Rs. 1,000 and like this it went
upto Rs. 1 lakh. In any field, you have
some bad elements also. Some people
got in and suggested this kind of prize
system. For this the Government of
Tamil Nadu, some years back, and
subsequently the Pondycherry Gov-
ernment and the Kerala Government,
passed Acts to regulate these. He js
saying that these must be regulated
by the State Governments or the Acts
must be repealed completely. I fail to
understand how this is going to solve
the problem of the needs of the soci-
ety as it is constituted now. The
Janata Government may say that the
entire janata is with them, but they
have failed to see the feelings of the
Janata in this connection,

Secondly, Sir, you are giving very
large powers to the police officials. our
country is full of villages and small
hamlets and in those places the incha-
rge of the police station is a Head
Constable or a Sub-Inspector, Now,
through this Bill he will have the po-
wer to enter into and take eut the do-
cuments and things like that. You
have made it a cognizable offence. But
I would like to say that you are trying
to check it by giving a very bad wea-
pon ipn the hands of the police.

Further, Sir, this evil is only in the
cities and not in the rural areas. I
may also say that in North it is taken
as lottery whereas in the South jt is
not that. People especially during the
time of agricultural needg join together
say thirty or forty—and pool the re-
sources. They are very honest people
So, I want you to consider that you .

cannot simply ban the entire
prize chits. If you ban in
one line and give powers

to the police as if it is a crime like
murder, then this will be a very dras-
tic measure which may affect the very
needs of our people in the rural areas.
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With these coments, I do not say 1
am opposing the Bill, we are agree-
able to the evils explained in the
statement of objects and reasons but
I would like to say that the solution
is not correct. 1 would like the hon'ble
Minister to take up the matter and re-
gulate the Bill by which you can
control it. The very idea of prize
chits has developed from ‘chitties’. It
is called ‘prize’ because the man who
is contributing a portion will get the
chance—it can be either first, second,
third, fourth or the last one but he
will continue the contribution to the
last. As per this Bill wvou take it as
complete lottery and at the same
time you are not prohibiting the State
Governments to continue with the lot-
teries. I am sorry to bring to the no-
tice of the hon’ble Minister that there
are lot of complaints against our pub-
lic organisations, such as, LIC, etc.
80, I would like to request the hon'ble
Finance Minister, to take note of the
problems of the small men and look
into it.

wet yva o (giferee) -
Ftreqw sgvew, & srods qret B wmndrg

Fawr woft oy #Y aag &r =gt £ fr
% @@ & g2 A welt wr ool
TeeT Qt W Forey T gt o P
Yo frar | & &t g fr ag Gar
Xz ®T AT W § s Paw o
arY #1 2t § 37 T Y ¥ forw z
e &1 @ frar sma fs o fae
w worfrat F amee o o e @
x gqrd 1 gg At fae w2 werfaat gt
& ag g O v A & e w ATy
faret farw 0% ¥ wret ToaT twesy
o & % e a2 & ag w05 @
& T § WY q T W W FE
I §TY WeT T wwar & 1 AfwT ag
Y s T @Y WA IF T Ty
ana W AT w8 & T fe
w firer o Pt oft weafrat &
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ITET AW FIn & foww &
sfeg & amt ® s sy
QT F9t fgar @ @ #,
T GEATE ? whT wred ww —
THATY FHY &, T AAR WYAT |/OC
gw facgve st & amr o 28
g, feaar aer aww it faedw o=
&1 AT g 2, Tt g g § fF am
Ja@ &1 wrar &, o & gar d, ax
Y 97 azar § Ay & faT W /v
s I qF & 1 ga fag AT
fe o faz vz sofaal o qafee
AR a7 qrE<Y ;g Ay Fifgd | TR
¥ ¥gTa fva go dar o wy S ®
wg—ag gy a gm g, Afwwan
& HIEI 9T AT T/FT F1E 077 TG g |

mi 7R uF I T g @ 9
el foeew =1 & 7w wet w51
FTH AT F7@T, TG TF g FqT §
I IqF TF q@ AT AT & q0E
{YAT T AAT T —IT *1 I FT WA
RIS 9 AL H G 74T §, §X WA
AN SNIT § —5F THT JGRT T o
STt | i dgAa fid ge s g st
Q) AT W BT FATE I 70 H TG
st ¥ A—xw ford o g §
gt ¥ € wY ag war o frodt
widg T ® gEwa § w= gt &,
st faonger wew @Y o wfgd « o
gt dar s g 3o o aff v a9k
o gl W & S T AT e
Y v wat ot ) gz i srreeft syt
feera #1 @7 aw f o ag wed
¥ qre Wt oy At &% fer wr o

ar fear B— AT qgert et 41

FTAAT, T IR § T T 5 Fwfaay
¥ Wi ¥ wEy WX T |

¥ e WY A & ol e a
fict ard & & JowT ey ¥Ur £
%ﬁﬁr#m:ﬁﬁﬁﬁﬂwlﬂ

tA
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far o | o oF o 8 e E
—3q %) I *Y ot aga & TEa
g AT uF mIeHT e fEEr araTe
Fdor gar v AT @ AR I A
GIST AT AT FAAT §—1 IF FI BILA
a2 foar Jrar &, afew awat § 95 w7
afe w9 & 393 wfeasd 9o &4,
A I F1E T OFKT AT, I qTHIE
g9 AG ST FFAT A aF fF FOA
Y 97 & A TFT THAT | IA FAGT A
UF g 97 T AT WaT F—ATA
g AX 7ot 2, afwa £ aresd aram<
F AT A U H 3 FT AT, AT AT
SH @ | FAGT HT AHT WA GATL AT
1 AR a7 T § #@r7 faq sfafas
FEAT &Y AT 7T & | I AT IQIIGT AT
g 7w § W& d Fwd
g s a8 oed =T w7 @ E T®
wifeas #T 7 W@ S-dr @ 9 I
FTH FI AIATAT AT FT 3T 2 |

| A U ¥ v grfar gf d —
Ix &t faw it fvwr an &1 s
TG T & gUT AT, 2R FT g
TR AT 91, IEN W) qGT WY AW
THARAY FT Y A FAT—HTT qF AV
# 1 AR TN Wl ¥ T | aray w1
fax 8, fex fox WY garor a7 aars
I8 B QAN T @Y1 oW g Ay
wg ¢ fs ow @ ) Jww & fod
FI-H-F3 FIT 51T | Fa) A FT WY
ANFAH AT E—SAR T HFA®
fad oo =z 9o/, arfs @ goror &
T Aga & FE WY HIEHT G grfaer
FRAAAfw T 7 IwF Fwaw §
a2 gigETard faww aw 5 e
YT & W dar gifeer fear om qwar
® € ® ag A fomr 2w & 7rE o
MR | a7 W 7 o 1 * 0
= 5 g 1 g fel aF TOw
T e § 1 g & w wgm e
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PROF. P G. MAVALANKAR
(Gandhinagar) Mr. Deputy-Speaker,
Sir, I welcome this Bill. I only wish
the Hon'ble Finance Minister and the
new Government had come forward
with this Bill earlier than today, be-
cause the new Government had come
with a promise for betterment of the
weaker sections of the Janata in gene-
ral, commoners and common people
in particular. If that was the objec-
tive, I do not know why the Raj Study
Group recommendations which were
there from June 1974, had to wait all
these years. All the same, it is never
too late, and, it is better late than
never, and therefore, ] welcome this
particular Bill. I welcome it because
of several reasons. First, many
friends have already spoken of this
Bill that it gets rid of one of the worst
social evils and economic exploitation
this country has seen in recent years.
Sir, this operation of Chit Funds nee-
ded a lot of control and curbing and
one wonders why the successive Gov-
ernments went on allowing, not only
at the federal level but at the State
level, this kind of exploitation, It is
a natural desire get extra money
somehow, anyhow, if possible through
some kind of gambling. That instinct
has been there in human beings. In-
stead of regulating that thing, the
Government at the federa]l level as
well at the State level went on en-
couraging this! Therefore, I hope that
it is only the first major step in the
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right direction and the Hon. Minister
will come forward and see to it that
further stringent measures, legislative
a- well ag regulatory in terms of ne-
cessary rules and regulations will be
taken by him and the Government so
that this is put an end tp once for all.

Mr. Deputy-Speaker, I am glad that
the Minister’s Statement of Objects
and Reasons is very well worded and
puts the matter succinctly. In this con-
text, he refers to the Report of the
Raj Study Group which was submit-
ted in Julv 1975, 1 quote:

“In its report submitted to the
Reserve  Bank in July 1975, the
Group observed that the prize chit/
benefit/savings schemes  benefit
primarily the promoters and do not
serve any social purpose.”

I think nothing is more true than this
and that is why I am wondering why
we should have taken time in order
to understand this. Now. Mr. Deputy
Speaker, you will see what the promo-
ters do. What have they beepn doing
all these years? They are not only col-
lecting small amounts from a large
number of people but thev give the
prizes to a fraction of people from
whom they have taken the collections.
Therefore, it is not even a prize. I
am not here to go into mathematical
calculations, If a promoter collects
from 500 people a certain monthly
instalment of a certain small amount
of one rupee or five rupees, then over
a period of flve or 10 years, he will
collect more than enough to get back
his money and the people who have
been paying willingly and regularly
all the time would get only fraction of
it by way of prizes or benefits. So, I
feel that the Bill is in the right direc-
tion. But I am an expert in law mak-
ing to point out lacunae in the Bill As
a lay man, as g Member of Parliament,
plus the Law Ministry. I do not have
I can lovk at the Bill. The Minister
gets the assistance of his Ministry
either, but I hope that the lacunae
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which I see from the layman’s point
of view will be filled up by further
legislation if necessary on the same
lines and in the same direction.

Mr. Deputy-Speaker, Sir, the Mini-
ster of Finance also said in his state-
ment and I quote:

“Prize chits would cover any kind
of arrangement under which moneys
are collected by way of subscrip-
tions, contributions, etc. and prizes
gifts, etc. are awarded. The prize
chit is really a form of lottery.”

Sir, I am glad that this point has
dawned upon the Government that
these Chit Funds are nothing but a
kind of lottery. All life is lottery, of
course! There is an e'ement of gamb-
link in every thing. Where we go and
what we do is also g part of
gambling, perhaps, but that is a
matter of natural destiny and what-
ever comes by way of our natural des-
tinv. we accept that, but whatever is
gambling in terms of human instinct,
should Government and should social
legislation and should social sanction
and should public opinion -encourage
and promote these .elements of gamb-
ling” This is the question to he asked.

1 am glad that this legislation is
step in the right direction in which the
Government is now telling, and the
Parliament is also telling the people
that gambling, though natural, is not
necessarily justifiable. It ig a natural
instinct like many other natural ins-
tincts, but this instinct hag to be regu-
lated, curbed and controlled and, there-
fore, let the Minister go ahead with
policies and programmes of habits of
small gavings. habits of thrift habits
of economy, habit of putting part of the
little money that a small farmer or a
commoner earns in small savings. The
fixed wage-earners, the middle clasg
men in the urban areas all should de-
velop habits of saving, whatever they
can, Even {f a man getting Rs. five per
day can save twenty pase per day and
use that in Government national saving
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scheme or some kind of other saving
scheme, that would be indefinitely
greater in benefits, and indefinitely
deeper in terms of benefits to him and
the community than all the chit funds
and the benefit companies that are
giving all kinds of prizes in lotteries.

The whole point is that poor people
and the middle class people have been
continuously at a loss. I am ashamed
to admit that some of us, knowingly or
unknowingly, have been perhaps a
party to this kind of situation wherein
promoters come in the name of helping
the poor, hospital or other services etc.
and, therefore, some of us, willingly or
unwillingly, T would say, knowingly or
unknowingly—but some of us complete-
ly unknowingly—habe lent our bless-
ings and good wishes to some of these
promoters because they said that they
would take small amounts from the
people and the money that is collected
would be used for hospital or other si-
milar purposes. All that is bogus. The
promoters are exploiting the ignorance,
the poverty, and as I said, the natural
pambling instinct of human beings, All
these people are exploited by the pro-
moters, who are clever people and thev
ang their family members amass, grab
the lion's share, rather much more than
that. A paltry sum is distribution
among fifty or hundred people out of
one thousand, two thousand or five
thousand persons who contribute the
whole fund. I feel, we must put an
end to it.

I wonder, if Shri H. M, Patel would
recali that in Gujarat particularly,
there have been, I am sorry to say, a
large number of such benefit compa-
nies, They were not, in fact, benefiting
anybody except the promoters and I
have gone on record in asking several
questions in practically every session of
Parliament on the steps to be taken by
the Government to see that these chit
fund and benefit companies are put an
end to, Shri H. M. Patel will recall
that in Gujarat—I do not want to give
all the names—there are companies
like Santosh, Vijaya Bond and many
others. The fact that I am giving only
tWo names does not mean that there
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arc only two, there are many more in
Guijarat and still more in the whole
country. All these need to be effective-
ly controlled and curbed and banned, 1
am glad that necessary steps are being
taken in this direction. I hope the Min-
ister will see to it that the operation of
chit fund companies which has been
going on in this country for so many
vears is properly contirolled. In fact,
one might say that the tribe of chit
funds has been increasing in geometri-
cal progression, one after the other,
'Irh-is was because there was no social
law,  no control and no legislation. The
Reserve Bank was helpless and the
banking operationg were helpless and
the people and the public opinion were
unfortunately helpless. I am glad that
the public opinion, the people and the
Parliament have been awakened to the
problem and the challenge, Let us hope
that the Government will go further in
this direction in greater detail so that
if there is any lacune in this bill, that
is removed, public opinion is created
and Government sees to it that instead
of the people going to these chit funds
and iotteries, they think in terms of
hard work. Sir, as a matter of fact,
unforiunately, in cur country  hard
work is never rewarded. People who
work hard do not get any reward, no
matler in whichever walk of life they
are, What we want is more hard work
and more hard work to be rewarded
more and not giving some prizes to a
few gamblers here and there by throw-
ing chits and prizes, That must stop
and people must know that hard work
is the only way through which to be-
come prosperous in terms of the wel-
fare of the individual, in terms of the
good of the families and in terms
of the strength of the State and of the
whole country, People should work
more, and do more hard work, If that
is so, all aspects and avenues of gamb~
ling and other forms in which lottery
is there and easy money, quick money
and cheap money is there, all that
must be eliminated altogether go that
only hard work is rewarded. The peo-
ple may be rewarded through habits of
small savings and such other proposals
which, I am sure, the Finance Minister
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with his expert knowledge in banking
and financial operations will be a%le to
bring forward, Through them, he can
enable the poor man living even in a
jungle—not to talk only of urban areas
—country-side and far-offi places to
obtain such rewards by encouraging
habits of small savings and thrift in
him and by using the funds so created
for national purposes.

It is from these angleg that I warm-
ly welcome the Bill, I only hope that,
though he could have done this earlier,
at least now he goes faster,
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SHRI H, M. PATEL: I am glad that
this Bill hag received virtually unani-
mous support. One hon. Member criti-
cised it and said that the Bill would hit
the smail man, villagers and so on. I
am afraid that perhaps he hag not given
full thought to what I said in my
initial observations, that this is to be
followed by another Bill which will
deal with conventional chit funds;
those were the ones which my hon,
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friend had in mind. What we are now
trying to tackle are different kindg of
funds, +which use the name of chit
funds,

More than one hon, Member referred
to clause 12 which gave two years for
the purpose of winding up. I am afraid
that a certain amount of time is neces-
sary in order to safeguard the interests
of those whose moneys had been col-
lected, to return those moneys and to
complete all those transactions. To put
a ban with immediate effect would
only result in many small people losing
their money. May be, it may not take
two years, we have said upto two
years. The additional clause says that
the state government may in consulta-
tion with the Reserve Bank give more
time if necessary, These provisions are
really intended not to give them more
time than the maximum of two years
that we have prescribed. Sometimes
for some technical reasons or other
reasons, certain things may not be
completed in time in which case it is
desirable to have a provision of this
kind. I should like to assure the House
that very clear instructions would be
issued that this is the inteniion and
that every state government and the
Reserve Bank sghould see to it that
these are wound up in the shortest pos-
sible time. In the legal provision it
is desirable to give a little more mar-
gin.

As regards the suggestion that we
have not gone far encugh I think that
so far as this particular type of eévil
is concerned, we have gone as far as
we can because we have banned them.
Whether we should have at the same
time dealt with lotterles and other
things, is a separate matter, I shall
certainly consider various observations
that have been made including the sug-
gestion that we ought to stop gambling,
bridge and other games which are in-
dulged in., How far that is a practical
proposition I do not know, because that
is something which will mean a kind
of encroachment on people’s private
lives, etc, It may be somewhat difficult
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to enforce. But we shall certainly ex-
amine how far it could be made prac-
ticable.

Shri Mavalankar said that we ought
to have brought this Bill earlier. I can
assure him that the government tried
to bring it as quickly as possible; this
was introduced early this year, In fact
certain amount of time ig necessary,
even for the purpose of legal drafting
of Bills so that loopholes are not left;
therefore certain amount of time is in-
evitable, Speaking for this Goverrment,
1 can say that we have not wasted
much time in bringing thig Bill before
this House, I do not think there is any
other point which calls for a reply
from me.

MR. DEPUTY-SPEAKER: The ques-
tion js:

“That the Bill to ban the promo-
tion or conduct of prize chits and
money circulation schemeg and for
matters connected therewith or inci-
dental thereto, be taken into consi-
deration.”

The motion was adopted,

MR. DEPUTY-SPEAKER: Now we
take up clause by clause consideration,
Clauseg 2 to 11.

The question is:

“That clauses 2 to 11 stand part
of the Bill.”

The motion was adopted,

Clcuaes 2 to 11 were added to the Bill.
Clause 12— (Transitional provisions
Amendments made:
Page 6, line 45—
for “or document” substitute— “or
arrangement” (2)
Page 6, line 47,—

for “ghall refund” substitute—
“shall, within such period as may be
prescribed, refund” (3)
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MR. DEPUTY-SPEAKER: The ques-
tion is:

“That clause 12, as amended, stand
part of the Bill”

The motion was adopted,

Clause 12, as amended, was added to
the Bill,

MR. DEPUTY-SPEAKER : Now
Clauses 13 and 14. The question is:

“That clauses 13 and 14 stand part
of the Bill.”

The motion was adopted,
Clauses 13 and 14 were added to the
Bill,

MR, DEPUTY-SPEAKER: Clauge 1.
The question is:

“That clause 1 stand part of the
Bill.”

The motion was adopted,

Clause 1 was added to the Bill.

MR, DEPUTY-SPEAKER: The ques-
tion is:

“That the Enacting Formula and
the Title gtand part of the BilL”

The motion was adopted,

The Enacting Formula and the Title
were added to the Bill.

SHRI H, M. PATEL: I beg to move:

“That the Bill, as amended be
passed".

MR, DEPUTY-SPEAKER: The q
ticn is; Co

“That the Bill, as amended %e
passed.”

The motion was adopted,




