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FORWARD CONTRACTS
TION) BILL

The Minister of Comme and In-
dustry (Shri T. T. Kl'ilh:?nml):
I beg to move:

“That the Bill to provide for
the regulation of certain matters
relating to forward contracts, the
Prohibition of options in goods and
for matters connected therewith,
as reported by the Select Com-
gm‘ge. be taken into considera-

on".

Hon. Members, I have no doubt. have
read the Report of the Select Com-
mittee and also the minutes of dissent
appendcd to it by other hon, Members
who are Members of the Select Com-
mittee. I have no intention of taking
the House through the Report in de-
tail,. The amendments made by the
Select Committee excepting in regard
to ome particular clause—clause 18—
have been more or less of a non-con-
troversial nature to a very large ex‘ent,

In clause 4. sub-clause (e). we felt
‘that the Commission should be enabled
to undertake inspection on its own
volition without having to wait for the
direction from the Central Govern-
ment. That makes the work of the
‘Commission in regard to inspection
more or less a routine measure, It
need not necessarily get a complaint
.and the Central Government need not
ask the Commission to go into the ac-
counts of any pa ar association.
They can do it as a matter of routine.
In one sense it helps. At times when
.an inspecting body goes and inspects
the accounts of transactjons of an as-
sociation, a scare is raised that some-
thing is wrong with it and as these
-associations which deal with forward
contracts have got to tread on delicate
grounds, such a scare might hamper its
normal work, So if inspection is more
or less made a routine affair, very pos-
sibly the scare, or the gravity of the
scare might be minimised.

Then clause 8 is more or lesg a con-
sequential amendment to clause 4, but
so far as the scope of clause 8 is con-
.cerned, it now makes it gbligatory {?hr
all persons having any business w
“he association also being liable to
produce their books because clause 8
(3) says: Where an enquiry in relation
to the affairs of a recognised associa-
tion or the affairs of any of its mem-
bers has been undertaken under sub-
section (2) all persons mentioned in
sub-clauses (a), (b) and (c¢) are asked
to furnish information, and cvery
other person or hody of persons who
has had dealings in the course of busi-
ness with any of the persons mention-
ed in clauses (a), (b) and (c¢). This
-is very necessary because in a maftter
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like the work of an association whi
controls forward contracts, a lar(g‘l;
number of other people come In and
the Commission must have nowers to
look into their books and ask them to
produce records. Clause 10 is moure
or less of a formal nature, What has
been done by the Select Comumjttee is
to put in a proviso in regard tc sus-
pension. It says:

“Provided that where the period
of suspension is likely to exceed
one month, no notification e::tend-
ing the suspension beyond such
period shall be issued, unless the
governing body of the recogniscd
association has been given an op-
poriunity of being heard in the
matter”,

it may lay the obligation cn the
forward market and also on the Gov-
ernment to get the governing body to
offer an explanation within a limited
periwl of time,

Then I come to clause 18, I shall
deal with this a little later because
that is the main clause. I will take
up the minutes of dissent which have
been appended by hon, Members.
Mr. C. C. Shah—whose advice to the
Committee, I think the Committee has
got to be grateful for—being a person
who knows about the working of these
forward markets and also a person who
is disinterested, to the extent that he
is only Legal Adviser to many such
Associations—and he is not himself a
person intetested in trade—I think his
guidance should be appreciated by the
House and by the Committee. We
felt that the Bill did not go far enough
and he wanted an amendment or an
addition of a clause after clause 14 on
the following lines:

“No person shall organise or
assist in organising any association
for the regulation and control of
Forward Contracts except for the
purpose of obtaining recognition
under Section 5".

That is only under preliminaries he
can do that. After that he must ob-
tain recognition. The provisiop really
resolves into this, If these crrovislons
are accepted, no forward trading cnuld
be conducted except by permission
given by Government and the associa-
tion should not provide sn%h kind of
facilities for speculation. ese sug-
gestions were' really considered by fhe
Expert Committee and paragraph 11
of its Report indicates that these sug-
gestions were considered, but the Com-
mittee felt that where a blanket pro-
hibition of this kind would be admini-
stratively difficult, Government could

"not possibly undertake to take up this

task,



947 Forward Contracts

With regard to the second sugges-
tlon, we have, in clause 18, sub-clause
{1), given efTect to it in another form,
Very possibly the hon. Member did not
make any reference to it because he
felt that the argument will lose its
strength if what has been done is
recognised and eliminated from his
original suggestioh. I need not go into
it very deeply beocause I may explain
the various difficulties. But, I think
the House will recognise that so far as
the Central Government is concerned,
this is the first measure of its kind and
we have, amore or less, to find our
way. I think this observation of mine
would, perhavs, help hon. Members to
realise that the Government is not
willing to go as far as they would like
it to go. Bombay has undoubtedly
some experience of this particular type
of contracts, because there is a Bom-
bay Act. 1 have no doubt that the
hon. Member who has appended a
minute of dissent, when he gets up
and rises to speak, will be able to tell
us a lot more than I, assisted by my
expert advisers can say in this matter.
Frankly I do not mind admitting that
I am completely a layman, Having
a person of that nature at the head of
this Ministry, Goveiament feel that
they should not undertake commit-
ments which they cannot administra-
tively fulfil. Our objec¢t now is very
. limited. We propose to choose the
places where we want to make the
Act anplicable, We also propose to
delineate very clearly the types of con-
tracts which we propose to control
We do not want unnecessarily to prohi-
bit what is perhaps normal course of
business, namely, non-transferable
specific delivery contracts as between
two parties unless these contracts are
misused in places where the associa-
tions are recognised and operate. I
did mention to the Select Committee
at that time my difficulties. Neither
have 1 the organisation, nor have I
the competence to cover the entire
country which it will mean if I had
accepted the suggestion of the hon.
Member, Mr. C. C. Shah, I also told
him at that time that I am prepared
to give: an assurance, subject to the
worth that these assurances have in
the minds of hon. Members opposite,
that as time goes on and as we get
more and more competent to handle
this rather difficult set of businessmen,
who come within the mischief of this
particular enactment when it is enact-
ed, we are certainly prepared to ex-
tend the area of our operation. Very
possibly. two or three years hence.
Government may be able to accept per-
haps in some modified form a liability
such ag the one that has been envisag-
ed by the hon. Memter, Mr. C. C.
Shah. For the time being, I feel the
Government has to go very slow in the
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matter, and only deal with areas where
there is a possibility of organised as-
sociations operating within a parti-
cular set of rules applying the enact-
ment as far as one would expect them
to do in the circumstances, and Gov-
ernment would not be inclined to ex-
tend the area of its operation.

There is another fact also. The
Bill indicqtes to the House that there
is a certain amount of financial com-
mitment. We do not propose to levy
a cess on the transactions. Nor do
we propose to levy a subscription from
these associations so that our admini-
strative cost will be met. Until we
know exacily.what our commitments
are from the experience that we would
galn in course of time with this limited
measure. I am afraid it would not be
fair to this House and to the tax-payer
that the _Government should enlarge
its activities and then ultimately find,
having put in a particular provision
in the statute book, that that provi-
sion is a dead letter, because the Gov-
ernment cannot enforce it. That much
fortMr. C. C. Shah's minute of dis-
sent.

1p.mM.

. The next one is a powerful cne, It
iIs one of those big long range pieces
of artillery and I propose to deal with
it at the end. There is another minute
of dissent given by Mr. Mukund
Lal Agarwal. May I take it up after
Lunch, Sir?

Mr, Deputy-Speaker: Has the hon.
Minister got much to say.

Shri T. T. Krishnamachari: May be
another 15 or 20 minutes.

The House then adjourned for
Lunch till Half Past Two of the Clock.

The House re-assembled after Lunch
at Half Past Two of the Clock.

[MR. DEPUTY-SPEAKER in the Chair)

Shri T. T. Krishnamachari: When
the House adjourned for Lunch, I was
dealing with the minute of dissent ap-
pended to the report by Mr, Tulsidas
Kilachand, with which Mr. G. D.
Somani had associated himself.

The gravamen of the charge against
the Select Committee in this minute
of dissent is that it has gone buck on
a decision which was made by the
previous Select Committee in allering
the scope of clause 18. Hon. Members
who have read the minute of Dissent
of Mr. Tulsidas Kilachand will realise
that paras 1. 2. 3, 4, 5, 6, 7. 8 and all
that follows ig merely a padding to
their objection to the Select Commit-
tee's alteration of the terms of clause

L]
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[Shri T. T. Krishnamachari)

18. I have no doubt that when my
hon, friend is on his legs, he will rein-
force the arguments which he has
brought forward in his minute of dis-
sent. I have equally no doubt that
when my hon. friend gets up, he will
tell the House that this Minister, in
moving for committing the Bill to the
Seleqt‘ Committee, had supported the
provisions of clause 18 as it stood
when the Bill was committed to the
Select Committee. When hon. Mem-
bers take advantage of truth and inter-
pret it to be on their side, one cannot
take exception to it. It is undoubtedly
a fact that in making the original
motion, I did refer to the provisions of
clause 18. I also mentioned the bure
facts in justification of the provisions
as they were. In this I am not a free
agent, I think my hon. friend who
has added this minute of dissent would
concede that I was myself probably
slightly taken aback at the quantum of
opposition to this particular provision
of clause 18. I might at once concede
that at the time I introduced this Bill
and scrutinised the provisions with the
limited amount of knowledge and ex-
perience that was at my disposal, I
was not very happy about the wording
of sub-clause (1) of clause 18 for the
reason that it imposed an obligation on
Government to find out the places
where non-transferable specific delivery
contracts could be excluded from the
mischief of that particular clause.
The inclusion of non-transferable speci-
fic delivery contracts within the scope
of clause 15 was complete, but it gave
to Government the power—not merely
gave power, the words used are “Gov-
ernment shall”—and at least it would
be necessary for the Government to
tell this House that they had gone
round and found places A, B, C, D and

X where associations were function--

ing, were recognised, and that they
have excluded non-transferable speci-
fic delivery contracts from the scope of
the working of the association. It is
a queer wording in o?t:e ﬁe;l:e tahndt
when it first suggested me tha
the wording could have been altered
before the Bill was presented to the
House, it was poin out to me that
that particular clause was the subject
of a considerable amount of discus-
sion in the previous Select Committee,
that a responsible Select Committee
had chosen the wording and I should
be taking upon myself a serlous task
for which 1 was incompetent if I chose

to alter the terms of clause 18.

That being the background. not-
withstanding the fact that I‘hatli s::g?;
to explain the provisions of clau
at thep time I introduced the Bill in the
House, I had to give serious considera-

tion to the objections raised to the
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provisions by the Members of th
Select Committee, And I wag assi:teg
in that task by my colleague the hon,
Finance Minister ‘and my colleague
the Minister of Comimnerce., So, even
in accepting the position—you might
as well say: “You had no alternative
except to accept it when the majority
o!ﬁlhe Select Comunitiee felt different-
ly"—even so, while accepting it and
trying to put in a different form those
provisions in sub-clause (3) of clause
18, I did so with the knowledge of all
t_ttme consequences that will flow f{rom
it,

To go back to the objections of the
hon. Member who has appended a
minute of dissent, I will very briefly
summarise his objections. He said in
his minute of dissent that in normal
times there could only be two methods
of transacting business—or rather such
business—one is by ready delivery
contracts, secondly by forward con-
tracts. And the next point was that
the Bombay Forward Contracts Con-
trol Act of 1847 had recognised only
these two categories, and the Act has
worked satisfactorily; that evidence
was furnished to the Select Committee
in 1951 as regards the manner in which
non-transferable delivery contracts
were abused. and that in the last
Select Committee no fresh evidence is
brought forward to rebut the facts
that were proved by the witnesses in
the previous Select Committee.

Mr. Deputy-Speaker: Is the previous
evidence before the House?

Shri T, T. Krishnamachari: Sir, it is
available. I can bring it forward. As
a matter of fact, it is in the Library.

The other contention was that the
existing provision empowering Govern-
ment to bring such contracts under
control, in the event of their abuse, is
not adeguate, and that as the clause
stood originally as amended by the
Select Committee of 1851, the control
of recognised associations over non-
transferable delivery contracts was to
be limited to the particular area, no
hardship would be caused to bona fide
traders wishing to enter into such con-
tracts outside the area. I am very
grateful that the hon. Member had
conceded there is a possibility of some
class -of ple conducting their trade
and mn.kl?:? bona fide non-transferable
specific delivery contracts,

So far as the Bombay Act is con-
cerned, my hon, friend is on firm
ground. The Bombay Act does really
divide contracts into two categories.
But at the same time it is my recol-
lection tbat certain powers are still
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there for the Bombay Governm t
g0 turther into the definition. ent to

Then I would refer to the question
of the Expert Committee's Report. We
always choose the wording in a parti-
cular report, if it suits us. It may be
that the hon. Member might say the
same thing in regard to the Govern-
ment, beacuse the Government have
not accepted all the recommendations
of the Expert Committee. Tt is true
that the Expert Committee in para-
graph 5 of their Report have distin-
guished between three types of con-
tracts—future hedge contracts, trans-
ferable specific delivery contracts, and
non-transferable specific delivery con-
tracts. Even so, a certain minute of
dissent has been appended to that
Report in respect of transactions as re-
gards jute by certain members who
came from Calcutta and had a know-
ledge of the jute market. The stand
taken by those who appended that
minute of dissent was based on the
fact that this nomenclature ‘non-trans-
ferable specific delivery contract’ was
a creation of the Defence of India
Rules in a situation which was neces-
sitated by the exigencies of war and
the conditions that obtained at that
time. and that in normal times these
things were not necessary. But it
does seem that some of those provi-
sions of the Defence of India Rules
have been Incorporated in the Essen-
tial Supplies (Temporary Powers) Act,
and a certain amount of forward trad-
ing is being done under the provisions
of this Act. The bye-laws of the East
India Cotton Association contain diff-
erent bye-laws framed for dealing with
hedge contracts, delivery contracts,
and the forms of contracts for these
two types of transactions are also difi-
erent, A similar distinction between
hedge contracts and delivery contracts
has also been made in the bye-laws of
other associations. In the United
States, where regulation of commodi-
ties exchanges has been enforced for
several years, forward contracts which
are entered into, not for purposes of
speculation, but only for deferred deli-
very of specific commodities in speci-
fled amounts and on specified dates are
exempted from the Commodity Ex-
change Act. The wording of section
2 (a) of that Act specifically provides
that “the term future delivery” as used
herein shall nnt include any sale of
any cash commodity for deferred ship-
ments or delivery, In a well-known
book on Commodity Exchanges and
Future Trading by Messrs Baer and
Saxon, the scope of the Commodity
Exchanges Act has been explained as
not including “the sale of commodities
on the physical markets for q’eferred
shipments or forward delivery”. The
point really is—as I did labour to point
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out at some length at the earlier stage
of the Bill—that there is a distinction
sought to be made in regard to certain
types of contracts, where a physical
delivery is contemplated as against a
type of hedge contract where a physical
delivery may or may not come inte
being, and oftentimes it does not.
Therefore, the disiinction made bet-
ween the different types of forward
contracts does not involve a violation
of established practices or usages of
trade, according to the information

- that I have in my hands.

Mr, Deputy-Speaker: That is called
ready delivery contracts.

Shri T. T. Krishnamachari: A ready
delivery contract does not necessarily
mean that; a ready delivery coptract
and a contract where the physical deli-
very is stipulated on a deferred date
are slightly different.

Mr. Deputy-Speaker: The time that
is taken is only for the purpose of
transporting the commodity from one
alace to the other.

Shri T. T. Krishnamachari: It is not
always so. In fact in normal husiness
where there is no association regulat-
Ing it. there are non-transferable speci-
fic delivery contracts possible, and such
transactions do obtain in the case of
certain types of business,~where the
speculative element is not brought in,
the purpose merely being to ensure a
steady supply of goods at certain speci-
fic prices.

Dr. Lanka Sundaram (Visakha-
patnam): May I interrupt the hon.
Minister? The Bombay Act is very
clear on this point, and reads like this.

Shri T. T. Krishnamachari: I have
conceded that the Bombay Act is diff-
erent. I accept whatever the hon.
Member has got to say in advance.

Dr. Lanka Sundaram: But where
does the difference lie?

Shri T. T. Erishnamachari: The pro-
visions of the Bombay Act are unfortu-
nately intended to deal with a parti-
cular area only; so far as bullion and
cotton are concerned, they apply to
the city of Bombay. and so far as oil-
seeds are concerned, it has been ex-
tended to Greater Bombay. The prac-
tice there is that these two definitions
enable them to carry on their business—
I am told that the practice works hard-
ships on people. The overlapping is
not there, but still they are able to
carry on their business, Anyhow, I
shall come to Dr. Lanka Sundaram’s
point ultimately.

I quite agree that the different cate-
gories of forward contracts have not
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ntthetcrm‘conh'mt'lnaecﬂon
2 of the Bombay Forward tracts
ContrplActwhi?hresds: Con

“provided that the Provine
govmg may by notiﬂcaﬂi:ln

the Official Gazette direct any
:xonlt!rlgct or class of contracts to be
thics Aee‘tl fmtu'-n the provisions of

The word ‘shall' is not
terms of the sub-clause (1)“3?‘ clam

18 of the present Bill have t been
ri:'n.g:rted there. Then the g?ovislrm

“...subject to such conditions ag
vincial Government may
pose

‘That allow:‘ it i
My hon" fnd a certain flexibility.

here might
that flexibility is not impor?eg %?ctn

actual practice. But Government i
authorised to import that ﬂexibilit;rs:
should it be necessary. All this shows
that the Government seem to have been
mltlrrt at thi lt:iem the Act was passed

migh necessary to distingu-
ish betweeen different types of eo'tl:l-

ion that ist ];rested in the
. the defini
exunge:i’ed aecti?tndz of thatt Ayct has :ot bt::::
. oes ecessa mea
that what ha nown Hod n
area of the Bom
City and Greater Bombay should ap‘:g
all over India, I quite concede that
with the experience that the hon. Mem-
bers here might possess of the Bombay

1.?151. and very g::“s:tl;»ly thedwltnesm
came ay. an ha|

the Chair might know about itw
What I am really concerned with here
is to point out that the Bill is

to

country without an examination. Even
in Bombay in 1849-50 the DBombay
Government appointed a Committee to
consider and recommend whether the
application of that Act sghould be ex-

ded to the mofussil areas of the
State and. if so. under what conditions,
In the case of cotton—whether the Act
will apply to the whole of Bombay—
the Committee in paracraoh 10 of its
report has made specific mention of a
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complaint made by the Karnitek re-
presentatives of the cotton trade that
their cotton did not receive a fair yalue
in the Bombay market. I do not want
it to be said that I accept these ob-
jections and therefore, on the future
working of this measure—if it should
be enacted by this House and the other
House—these ‘objections could be
brought up and have to be accepted
by me. 1 am quoting this with that
reservation, I am quoting these views
merely because they indicate that the
Bombay Act was not satisfactory from
the point of view of the people resi-
dent in Bombay State but who are not
doing business in Bombay City.
bably Bombay City people might also
have a different tale to tell | thetg
were here represented adequately wi
the amount of strength that_ some of
those protagonists of clause “18 as it
originally stood possess,

So o comnlaint was made by the
Karnatak representatives of the cotton
tracdle that their cotton did not receive
a fair value in the Bombay market,
The Commitiee therefore recommend-
ed the es‘ablishment of an association
for trans{crable contracts in cotton at
Ahmedubad and associations for non-
transferable contracts at places like
Hubli and Jalgaon. As regards oil-
seeds. the Committee similarly recom-
mended that an association shpuld be
recognised for transferable contracts in
Ahmedabad and for non-transferable
contracts 'at places - like Jalgaonm,
Sangli and Hubli, It ig therefore clear
that although the Bombay Forward
Contracts Contro! Act did by itself
make a distinction between different
types of forward contracts, the need
for making a distinction between hedge
contracts, transferable contracts
non-transferable contracts, if and when
that Act was to .apply to places out-
side the City of Bombay, was clearly
recognised by the Bombay Mofussil
Farward Markets Enquiry Committee.
That. I hove, would at any rate be an
answer to the objections raised by the
hon. Member in hisg minute of dissent,
that the Committee has decided with-
out any knowledge of conditions
obtaining there,

Now I come to the orovisions as they
stand today. As I said. the original
provision in clause 18(1) while ma
chapters III and IV aoplicable to
non-transferable specific delivery con-
tracts more or less laid an obligation
on Government: “shall by notification
define the area in which a recogaised
assoclation may regulate and control
non-transferable svecific delivery cqn-
tracts in respect of such goods or class
of goods...and the provisions of this
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Chapter and of Chapter III shall a

to non-transferable ific deuegrlg
contracts only in guch area and only
In respect of such goods or class of
goods™, It does not mean that as the
Select Committee altered this arti-
cular clause, they have cmnpfetely
denied the validity of the argument
put forward by my hon. friend in his
minute of dissent, We have recognised
it. The recognition has been given in
a different way. The recognition comes
in sub-clause (3) which says:

“Notwithstanding anything con-
tained in sub-secticn (1), if the
Central Government is of opinion
that in the interest of the trade or
in the public interest it is ~xped-
ient to regulate and control non-
transferable specific delivery con-
tracts in any area, it may, by noti-
fication in the Official Gazette, de-
clare that all or any of the provi-
slons of Chapters III and IV shall
apply to such class or classes of
non-transferable specific delivery
contracts In such area and in res-
pect of such goods or class of goods
as may be specified in the notifica-
cation, and may also specify the
manner in which and the extent
to which all or any of the said pro-
visions shall so apply”,

This, 1 respectfully maintain, con-
cedes the point at issue. If it happens
that in Bombay this type of contract
in respect of oilseeds trade must be
brought within the purview and con-
trol of the assoclations recognised, well
here is the power by which the Gov-
ernment may act in the manner in
which it will be desired. I do not
mind admitting that the Bombay Gov-
ernment were very much interested in
this particular provision, naturally, be-
cause they felt the existing practice
was somewhat different. They did
write and ask me about it. I can state
here,—subject to the validity of as-
surances given in this House, the

degree of which may be realised by
some hon. Members in one way and ‘l:r
some in another way—that thig provi-

sion, sub-clause (3) of clause 18 is
there to be used—not to be ignored—
and if a responsible Government of a
State after adequate enquiry, after
listening to all sides of the case—in-
terests that want non-transferable

cifiz delivery contracts to be in-
cluded, interests that want them to be
excluded, interests which feel that that
will harass bona fide businessmen, in-
terests which also éould prove that that
would be abused, to the satisfaction of
the Bombay. Government—asks me, I
shall, without any hesltation whatever,
without any delay inweke the provi-
sions of sub-clause (3) of clause 18.
And my hon. friend and others who
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think in the same way would, at any
rate, concede that when .I plead that
the provisions of 18(1) "as they orgd-
nally stood imposed an obligation on
me which' I did not find competent to
discharge, that I cannot go about the
place and say: ‘Here, there and some-
where else the non-transferable speci-
fic delivery contracts shall be excluded
from the purview of associations
which have been recognised’. But in
caseg where there is a positive demand
for such inclusion, I shall invoke this.
provision in this sub-clause. I hope
hon. Members will be charitable
enough to concede that there is at any
rate in this particular instance, some
intention, some good faith. so far as
Government is concerned, and business
interests would not be unduly affected
by the recalcitrance of Government
which normally they believe to be the
case,

Shri Nambiar (Mayuram): Gcod
faith of the Government in introducing
this Bill?

The -Minister of Commerce (Shri
Karmarkar): That is admitted,

Shri T. T. Krishnamachari: The
trouble about it is that ‘faith’ is an
extremely elusive commodity. An
elusive person can never catch hold of
an elusive commodity. Two elusive
objects generally do not go together,
I might in this connection...

Mr. Deputy-Speaker: They may meet.
occasionally, accidentally.

Shri T. T. Krishnamacharl: Yes.
Heavenly bodies also come together
sometimes. -

I might in this connection refer to
the amendment tabled by two hon.
Members on that side in regard to sub-
clause (2) of clause 18. I am afraid
sometimes we see ghosts where they
do not exist. It might even be a
matter of faith; oftentimes it is a matter
of superstition. Here, sub-clause (2) ol
clause 18 has been specifically put in,
as hon. Members would reco , In.
order to cover a position that obtains
in Calcutta. The position in Calcutta
is that the jute ‘rade is carried on
certain accepted lines and we might
perhaps interfere with the entire con-
tour of that trade if we do not put in
that sub-clause. It is intended, as
things are today within the knowledge
of Government, only to refer to the
jute trade. And, therefore, it is a very
necessary thing. Otherwise, hon. Mem-
bers reading the dissenting minutes imr
the Expert Committee’s Report will find
that a class of cases has to be excluded.
There are undoubtedly speculative
transactions in jute and that will go on
in spite of all the enactments that we:
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make in this House. What you call
‘kerb trading’ is a thing which you
cannot prevent. ‘Kerb trading’ often-
times leads to inability to enforee con-
tracts. The legislative authority that
we propose to grant with regard to
contracts which are entered into within
the umbra of an association does not
obtain in “kerb trading”. So, specula-
tive transactions where both parties
take risks of non-fulfilment, we cannot
deal with., My hon, friends have tabled
amendments; if they want to move
them they can. But I am anticipating
the argument by saying that it is a
very necessary provision. Otherwise,
the whole of Calcutta will object to the
entire Bill. .

3 P.M.

I do not want to keep the House any
longer on this question, because there
are one or two other minutes of dis-
sent. Mr. Mukund Lal Agarwal has
some objections to the company being

unished, It is an accepted principle

law that when a company offends;
we catch hold of the person and we
also punish the company. Only, the
person may be punished with imprison-
ment and the company will be fined.

A dissenting note as regards langu-
age is made by Mr, A, K. Dutt. I
would assure him that the words *“due
performance” are adequate for the pur-
pose. After all, if any association is
wound up, there are outstanding con-
tracts. You have to make provision
with regard to the ‘due performance’
of those contracts. The manner and the
mode does not really come in; once
the question of due performance is
conceded, othher matters follow ss a
matter of course.

My hon. friend Mr, Trivedi objects
to the provisions being made cognis-
able, The Select Committee did not
accept his contention because they felt,
particularly in a legislation of this
sort, where evasion is more the rule
than the exception, that for evasion of
law the penalties and the manner Tn
which those penalties have got to be
enforced have had to be fairly drastic.
This matter was raised by him in the
Select Committee and the Select Com-
mittee would not accept his contention
that 1e§al conscience of lawyer Mem-
bers of this House should be given
due weight to even in matters where
evasion is more the rule than the ex-
ception. That deals more or less with
the minutes of dissent.

There are a number of amendments.
It would be wrong and unparliamen-
tary for me to say what the House
should do in regard to these amend-
ments. But I will express the difficulty
that I have in this matter. The amend-
menjs tabled are of various categories.

(Regulation) Bill 058

While the bulk of them refer to clause
18, the others contemplate a certain
change in the structure of the measure,

[MR. SPEAKER in the Chair]

Mr. Chacko and Mr. Heda have given
certain amendments which are good in
themselves. There is absolutely no
denying that. They change the struc-
ture. The central clause in this Bill is
clause 15. Mr. Chacko would change
that. He might be quite right bul, on
this side, I find it a little difficult for
me to go into the structure of the
measure and accept amendments of
this nature because the Select Com-
mittee have gone into it at length and
have agreed to the present structure.
And it is also a fact that in a measure
like this, as I said in my speech when
the Bill was referred io the Select
Committee. the Governmeni have
merely put in a measure which has
introduced a certain amount of control,
and we have still to find our feet. We
have followed, in some measurs, the
advice of the Expert Committee and
also of the experts who have gone into
the various aspects of this particular
measure. We are fairly convinced in
our minds that as the Bill stands now,
as it has emerged from the Select Com-
mittee, it might be workable. If I am
asked to change my conception and
accept certain changes in the essential
clauses of the Bill, then I do not know
where it will end ultimately. I find
myself completely incompetent to en-
visage conditions that will follow if any
changes are undertaken in the main
clauses of the Bill. So, I have merely
indicated at the present moment that I
have that difficulty, in accepting amend-
ments which seek, more or less radical
changes, in my view, of the measure.
It is largely due to my own inexperi-
ence, lack of knowledge of the work-
ing of forward markets and also
incapacity to envisage all conditions
that will occur when this Act is being
enforced. I can assure my hon, friends
that in this matter the Government
will keep an open mind. It is no ques-
tion for the Government saying, “Well,
we have introduced this measure;
therefore we will not accept any
amendment”. It is not at all my inten-
tion to say that to the House. We have
brought forward this measure, we have
subjected it to scrutiny by a very com-
petent Select Commniittee, which practi-
cally went into every detail. It has
recommended certain changes which
we have accepted and I will ask the
House to give it a trial. If in actual
working, there are certain strains and
stresses revealed, ceriain blatant trans-
gressions and evasions, I can assure
the House thaf,l shall not hesitate {o
bring in an amending measure re-
medying those defects. No sense of
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prestige will stand in the way of
Government telling that they are not
able to envisage what things will ensue
and therefore an amending Bill is
necessary. I dq hope that the House
wili™accept the motion.

Mr. Speaker: Motion moved:

“That the Bill to provide for the
regulation of certain matters re-
lati to forward contracts, the
prohibition of options in goods and
for matters connected therewith, as
reported by the Select Committee,
be taken into consideration.”

Pandit Munishwar Datt Upadhyay
(Pratapgarh Distt—East): Just now
the hon. Minister was trying to per-
suade the hon. Members who have
appended dissenting minutes to this
report of the Select Committee to
accePt that these non-trapsferable
specified .delivery contracts should be
allowed to remain outside the scope
of this Bill. I do not think that this
fact requires any sort of persuasion on
the part of the Minister because the
demand of the Members is unreason-
able, The hon, Member proposes that
even those contracts in which the
parties are fixed, the delivery is fixed,
the price is fixed, the place is fixed
and everything is fixed should be
treated as normal transactions and in-
cluded within the scope of this Bill
The concession that the hon. Minister
:saild was made in sub-clause (3) of
clause 18, was too much because that
provision keeps a sword hanging over
the head of this sort of transactions.
At least there is a chance of an
enquiry being held. Those peoPle are
always in fear that there might be
somebody against them who might
bring in some sort of complaint and
enquiries might be held. That sort of
sword is always hanging over the
heads of those persons wno are enfer-
ing into such contracts. So, even that
provision is too much and now to say
that there is a chance or possibility
of including such transactions also
within the scope of this Bill, I think,
would be highly unjustifiable.

Altogether the structure of this Bill
is objectionable, because a sort of
monopoly is being created in favour of
associations. Only one association is to
be formed in respect of each com-
modity, and nobody is to be allowed to
have any sort of contract which will
come under the scope of this Bill
except the perspns who are either
members of the association or are
persons operating through those mem-
bers. The position of the associations is
still further made secure because a
good deal of power is given to them.
It is they who will frame the rules for
the constitution of such associations.
It is they who will frame rules with
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regard to the admission of members to
the associations. It is they who will
frame rules regarding the governing
bodies of the associations. It is they
who will frame rules regarding the
registration of partnerships which can
be included in the associations. There-
fore, already''a big power is being
given to these associations. They are
becoming powerful monopolists in the
particular commodities concerned. If
you now put even these ordinary trans-
actions under these associations, then
it would be perfectly unjustifiable.

As a matter of fact, although forward
trading has being going on in every
part-of the rountry in respect of many
commodities, we have been indifferent
to it. We almost ignore it. W2 think
that it is a sort of gambling. It is a
sort of sattea and good and decent
people do not look at it. But they for-

© get that it is a part of the economic

life of the country. Sufficient import-
ance is not attached to it. That is why
the hon. Minister also is not very much
acquainted with the working of the
markets and the working of this sort
of association and at times he has to
admit that the opinion of this hon.
Member or that hon. Member, or this
association or that association may be
correct. That position has arisen
simply because we think that it is a
sort of gamble and we do not like to
probe the subject a little further. I
might submit that in fact this forward
trading is the creation of the working
of the law. of supply ahd demand. 1
do not want to go inio its history, but
from the earliest days this sort of
trading has been prevalent in some
form or other, Although forward trad-
ing did not exist, the growers of cotton
depended in the old days upon the
mercy aof the merchants—sometimes
Japanese merchants—who as soon as
the Harvest was reapec knew that the
cultivator could noi keep the produce
with him and he had to sell it. There-
fore, they could offer him some price
and get the-cotton. Now, on account
of the introduction of forward trading,
we find that there are a number of
competitors with snmiall capital invest-
men}s coming forward to purchase this
cotton from the growers and they also
can demand a price, and at times
when the clever growers are there,

‘they can very well see the frend of

the price and grow the cotton accord-
ing to the price trend in the market.
So, this forward trading plays a very
important part in the economic life of
the country, and yet we have been
ignoring it. The result is that when
certain suggestions are made, we have
to submit to them. My noint is that
the suggestion which has been made
in the minute of dissent is highly un-
justiflable and should not be accepted
in any case. -
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As regards the exclusion of the small
investors, I want to point out that they
play a very important part in forward
trading. It is not merely these big
capitalists who check the fluctuation of
prices, but the small investors who
come forward with their small invest-
ments and take heavy risks also play
their* part in checking the fluctuation
of prices. To oust these people would
be highly unjustifiable, The formation
of these associations on the proposed
iines would exclude these small people
Almost wholesale, and a number of big
commercial magnates will control the
associations, They will frame their
own bye-laws and rules, and they will
only admit those whom they like and
exclude those whom they do not like.
This is nothing but the creation of a
monopoly. I do suggest that attempts
should be made to break this monopoly
and the scope of the Bill should be
extended so that the smaller investors
may also have an opportunity.ot. be-
coming members of these associations.
If possible, a number of associations
may be created, so that there may be
a chance of competition between these
associations, and this might prevent the
exclusion of the small investors.

And then I find that the option in
goods has been excluded or prohibited.
This prohibition reaily excludes a num.-
ber of small investors. It is said that
these people are speculators. It is said
that they come forward with small
investments and iake heavy risks.
Sometimes, it is ruinous to them and
it creats a very unhealthy market.
Granted all these things, I want to ask
you: are we not going to create an
efficient machinery to control and
regulate this whole matter? We are
going to nd a lot of money over it.
We are going to have a good, major
Department to regulate and control
forward trading, When that is so0. I see
no reason why we should prohibit this
option in goods. I submit that these
small investors should also have a
chance. They also play their part in
checking the fluctuation in prices, and
this is the very object of this Bill.
Exclusion + of these small investors
would not be justifiable or helptul, If
they are excluded, you will find later
on that the big capitalists create a
situation in which the growers of the
commodities and even the consumers
would have to suffer, They would
derive no benefit at all. In between,
the traders will make a lot of money.

erefore, my submission is that they
should not be excluded,

The other point that I wanted to
submit was that another advisory com-
mittee is being created under s Bill,
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That advisory body has all the func-
tions of the Commission, My submis-
sion first of all is that this advisory
body is really unnecessary, but then if
this advisory body is being retained,
then there should be on it represen-
tatives of the producers and consumers.
There should be representatives of all
classes of traders, Otherwise, this body
will also be a body like the Commis-
sion. The Commission Is to have three
members at the most, Of these three
one has to be a representative of this
business, because only a person who
has been working in these markets can
have knowledge of it. On fhat ground
some of these persons will get into the
Commission. Then again, the Chair-
man has also to be a person who
knows intimately about the working of
this business. Naturally he shall also
be a man of that kind. There was an
official suggested for the personnel of
the Commission. That seat will now ba
occupied by a man o? that kind. The
result will be that it will be a mono-
poly of the men interested in this
business. The whole thing would be to
the disadvantage of the traders in
general and it is bound to be disadvan-
tageous to the consumer and to the
producer. So my submission is that the
advisory body—I see the Select Com-
mittee has not excluded it—should con-
tain ‘a number of representatives of
the producers and the consumers, so
that their interests may not go un-
represented.

As regards the rules and bye-laws,
I have already pointed out that they
should not be left to be framed by the
associations themselves. There should
be model rules and bye-laws for these
associations and they should, with
minor changes according to the needs
of the commodities with which they
deal and according to local needs,
should be adopted by them. The model
rules and bye-laws should be framed
and supplied to them, and the associa-

tions, with minor adaptations, should
adopt them

Shri Karmarkar: Provision to that
eftect is already there.

Pandit Munishwar Datt Upadhyay:
These rules are, in the Arst instiance,
to be framed by the associations, and
Government, if they want, can modify
them later on, But do you not see that
once the rules are framed, it is difficult
to change them later? Com lainis are
seldom made and the rulpes framed
remain as they are, invariably. My
submission, therefore, is that the
initial power of making rules should
not be left to the associations, The
rules and bye-laws should be model
ones for all the assoclations and the
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associations should adopt them with
minor modifications here and there
according to the needs of the com-
modities or the localities,

Lastly, I would like to deal with the

nalty clause. I find provision has
een made for imprisonment and also
for fine, But the amount of fine has
not been mentioned. (An Hon. Mcm-
ber: It may be unlimited.) But I {h.n«
thalt sorne amount should be meution-
ed. Otherwise, the courts might think
that no amount is mentioned and only
a paltry amount may be imposed.
Therelore, if the amount is mentioned
it would be better. The persons who
are likely to be hauled up are persons
who earn a lot of money, so the
amount of the fine should be stipu-
lated. As regards imprisonment, I am
not very particular. The period men-
tioned is enough. The hon. Minister
mentioned something about the cogniz-
ability of these offences. I would sub-
mit that although they may look minor
offences according to the scope of the
business, they are major offences and
they should be made cognizable., I
find some of the offences are made
cognizable; but all of them should bz
made cognizable,

As I submitted earlier the structure
of this Bill itself creates a sort of
monopoly in favour of associations.
This is not unnatural. It is natural
because it is based on the report of
an Expert Committee. The hon. Minis-
ter himself
Expert Committee cannot be expected
to give a reasonable report from the
point of view of the interests of the
producer, the consumer and the small
trader. To base the entire Bill on their
report is not proper. Before the Bill
was sent to the Select Committee the
hon. Minister himself said that he had
an open mind on the subject and that
he was prepared to make changes, if
found necessary.. I can ceriainly
appreciate his difficulty. Being advised
or confronted with persons who ore
intimately connected with the working
of those markets, he feels that their
knowledge might be superior to his in
that respect. I would submit that
there are certain things which we can
very well understand and I would like
to suggest that the monopoly of these
associations which is being created
should be modified in this respect that
the rule-making power should not be
in their hands. Even if they frame
rules they'should not be allowed to
have anybody on the association whom
they like and exclude anybody whom
they do not like. Unless that is done
these associations cannot work in the
interest of the small traders; nor can
it be to the interest of the grower or
consumer,

20 NOVEMBER 1952

admitted that such an .

(Regulation) Bill 964

This is a very important Bill. The
regulation of the markets is very
necessary to the best advantage of all
the parties concerned. But unless the
changes that I have suggested in the
structure of the Bill are made, I think
the object wmwhich we have in view
would not be fulfilled.

Shri V. B. Gandhi (Bombay City—
North): I shall first begin by making
an admission that until very recently
I did not know much about forward
trading. Not that I know much now,
It was only when this Bill was moved
before this House towards the end of
August that I really got busy and
thought that I ought to try and learn
something about this business of for-
ward trading and speculation.

Now it may surprise those who
know that I come from the City of
Bombay to be told that I do not know
much about speculation or that I am
not a speculator, Well, just as every-
one who comes out of Chicago is not
A gangster, so everyone coming out of
Bombay is not necessarily a speculator.

There is a superficial appearance
created in regard to this Bill in the
form in which it has appeared or
emerged from the Select Committee
that there is a great difference of
opinion on some of the fundamentals
underlying this Bill. Now this appear-
ance—I call it superficial—of difference
of opinion is created by one parti-
cular note of dissent. This particular
note of dissent is appended to this
Bill by my hon. friends Mr. Tulsidas
Kilachand and Mr. G. D. Somani. I
should, therefore, like this House first
to appreciate that there is really no
very great or fundamental difference
of opinion. There is quite a lot of
common ground, ground of common
agreement between the two views. In
the first place, we all agree that there
is need for regulating forward trading
in this country. There is need for
providing for sufficient checks on for-
ward trading degenerating into specu-
lation. That far we are agreed. We
must also remember that what we are
seeking to do in this Bill is just tc
check speculation and not to abolish
speculation. For, after all, we do
recognize that speculation of certain
kinds has an economic purpose, has
a useful purpose to serve in the kind
of economy that we are having in this
country. While we are dealing with
speculation and speculators, this House
must not also lose sight of the fact
that there is another class concerned
in this whole business; and that class
is the class of producers and the class
of consumers, those who produce the
supply and those who consume the
supply. We shall have to see that their
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interests also are safeguarded, although
not in this Bill; but the least we can
do is to see that their interests are
not sacrificed through this Bill. But 1
shall come to that presently.

Is there really a need for having
speculative dealings and

:hny = oz-to control them through
e gillhiﬂ:g '

the one we are discussing?
Well, yes, Sir. When we are dealing
with staple commodities, particularly
agricultural commodities, there are
special features connected with these
commodities which make the existence
of some kind of a forward market
necessary. Let us take the instance of
cotton. And what is true of cotton is
true of oilseeds and many other staple
commodities. The special features are
that there are a large number of
growers spread all over the country,
and the buyers are few. If we remem-
ber that our cotton crop, at the maxi-
mum, sometimes can reach a total of
four million bales, and if we just
figure it out the total value of this
crop of four million bales of cotton—
the annual crop in the country—we
shall realise what a gigantic proposi-
tion it is. At about Rs, 400 a bale the
tntal value of the entire crop wiil
ficure at about Rs. 160 crores, Now,
this gigantic crop is produced in small
quantities by individual growers all
over the country—what is going to
happen to this crop? Its ultimate desti-
nation is the mills who are the biggest
cnnsumers of cotton and, if any portion
of it is left over, then perhaps the
exporter. Now, how many mills are
there? Just a little over 400 mills. So,
imagine: a_ gigantic crop of the value
of about Rs. 160 crores, produced by
a large number of growers individually
all over the entire country, has got to
be sold, and so directed and channel-
led that it ultimately is to be con-
sumed by only 400 consumers. And
then consider the time involved. The
consumption is a continuous process.
The mills are using cotton continu-
ously throughout the year, but the

supply comes only once ur twice a
year, ,

What is true of cotton, as I sald, is
also true, in many respects, of other
staple commodities like oilseeds and
others. Now, it is because of these
special features connected with these
staple commodities that there is neces-
sity for some kind of a machinery,
some kind of a process through which
these supplies—small individual sup-
plies—can be channelled and carried
on to the ultimate consumer, the mills
or' the exporters, without any undue
hardship to ‘the trade or sharp rise or
fall in price—without agy frequent
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and great fluctuations in price. This is
the kind of purpose that speculation
serves, and it isu for :his r:asonwtal':ﬁt
there is no question of any! -
ing to abolish speculation. ut the
purpose of the present Bill is to regu-
late speculation.

It is very clear from the note of
dissent that the chief difference of
opiri-n is about clause 18 of the Bill,
Clause 18 of the Bill as it has been
recommenred by the Select Committee
excludes  non-iransferable  specific
delivery contracts from the purview of
Chapters 111 and IV. Those who dis-
sent from this recommendation of the
Select Committee would like to bring
these non-transferable specific delivery
contracts within the purview of these
iwo Chapters, that is Chapters III and
IV, just in the same way as ihe other
futures contracts, the ordinary for-
ward contracts, are brought within
the purview of these two Chapters. In
order to support their case for bring-
ing these non-transferable specific
delivery contracts within the purview
of Chapters IIl and IV in the same
way as the ordinary forward contracts,
or the futures contracts or the hedge
contracts as they are called, are
brought within the purview of these
two Chapters, they have to ‘prove, if
they can, that these non-transferable
specific delivery contracts are very
much like the other futures contracts
or forward delivery contracts. If they
cannot prove it, then they have to
give it as their opinion- that there is
a lot of similarity between the two
Obviously the Select Committee did
not think that way. The Select Com-
mittee was of the opinion lhat these
two things are not similar. They are
as different as sheep from goat. 1
shall have to deal with this a litile
later. I shall only say at this stage,
however, that we should remember
that rlavse 18, as it has come through
the Select Committee this time, is not
the same clause 18 which was there
in the Bill of 1950. There is a great
difference, a fundamental -ifference,
made to this clause 18 of the present
Bill by the piovisicn or by the inclu-
sion of a proviso to sub-clause (1) of
clause 18, I have got the impression
that the importance of this proviso to

‘sub-clause (1) of clause 18 has yel to

be fully realised. With this proviso
included in clause 18, this clause is
entirely different from the clause in
the original Bill of 1950. We shall
consider that now. ’

A reference in the ndte of dissent
e G e B pei oLl
charl which he made in August last
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An Hon, Member: He was a bitte
eritic of the Bill, .

Shri V. B. Gandhi: Probably this
has proved to be a temptation to the
authors of this note of dissent and I
also find a reference to it in the lead-
ing article of the Times of Indig this
morning. Now what exactly ‘did the
hon, Minister, Mr. T. T. Krishnama-
chari say? I am quoting from the
minute nf dissent. He said:

“If the non-transferable specific
delivery contracts were not brought
within the purview of Chapters
III and IV, then there would be
speculation outside the recognised
association under the guise of non-
trsnts‘ferable specific delivery con-
tracts.”

Yes. he was quite right and I think
we all agree that if these non-trans-
ferable specific delivery contracts were
to be left in a condition where they
could be used for speculative purposes,
then surely we would want to lose no
time in bringing them under the pur-
view of Chapters III and IV, but in
clause 18, as it has been recommended
by the Select Committee with the
proviso to sub-clause (1), sufficient
care has been taken to see that there
shall be no possibility of any specula-
tion in these non-transferable specific
delivery contracts. At this point of
time the House should know what
exactly this proviso is. I shall read
it. Clause 18 begins:

“Nothing contained in Chapter
III or Chapter IV shall apply to
non-transferable specific delivery
contracts for the sale or purchase
of any goods”.

Now, if this clause had been left
just here, I am quite sure that we
were probably taking chances on keep-
ing these non-transferable speciflc
delivery contracts outside in a condi-
tion where they could be abused but
we do not stop there. The Select
Committee has added a proviso and
that proviso says:

, “Provided that no person shall
organise or assist in organising or
be a member of any assocliation
in India (other than a recognised
association) which provides facili-
ties for the performance of any
non-transferable specific delivery
contract by any party thereto
without having to make or to
receive actual delivery to or from
the other party to the contract or
to or from any other party named
in the contract.”

Now this proviso just meets the
contingency. After all there cannot be
much risk of a transaction being.
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turned into speculation so long as
that transaction is carried on strictly
between the producer and. the con-
sumer, between the merchant who
wants {0 buy and the merchant who
wantd to sell. It happens only when
there is an association, an association
with rules whickk brings together
collectively buyers on the one sgide and
sellers on the other side. These asso-
ciations whichr have rules, which, in
cases of emergency, can suspend busi-
ness, can authorise squaring up busi-
ness; it is under these conditions that
speculation is made possible. This
proviso is an effective provision
against any such contingency and
%ll:elietore the Minister, when he says
at.........

An Hon., Member: Will you refer to
sub-clause (3)? .

Shri V. B. Gandhi: What exactly do
you wish me to say? I will come to
that. Let me go on in my own way,
if you do not mind.

Mr. Speaker: Let him address the
Chair.

Shti V. B. Gandhi: I am sorry, Sir.

Mr, Speaker: Addressing the Chair
means looking at the Chair, not at
the Members.

Shri V. B. Gandhi: T am sorry, Sir.
So there is really not much of a
modification or revision of the view
then expressad by the hon, Minister,
Mr. T. T. Krishnamachari. After all,
if- a matter isreconsidered, and by
the logic of the consid-ration, we are
driven to a modified view, I think it
is just the sensible thing to do.
Obstinacy cannot be a synonym for
wisdom. .

Then, there is another sort ;of a
grievance made in tke minute dis-
sent thag when this Select Committee
made this important change in clause
18, it had rot any fresh evidence
brought before it. I am not a lawyer.
But, I suppose that evidence once lald
before a court is used by the appellate
court or by another court, and that
other court is quite free, if it so thinks,
to come to a different judgment. That

is exa hat
Is o ctly what has happened in this

[MR. DEPUTY-SPEAKER in the Chair]

It is interesting to see the reacti
of the Press to this Bill The Hinduy
stan Times had almost half a column
in its Financial Notes last week and

has given a very valuabl
this Bill. It says: - oo¢ Support to

“Experience shows that these”—
it means by ese’ the non-
transferable specific delivery con-
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tracts—"could be successfully
worked without any danger of
their being manipulated by un-
«~rupulous enemies.”

Then, the Times of India also, I
think, the next day, came out with a
srort note. The Timeg of India, of ,
course, expresses the fear that un-
recognised assoctations, under the
guise of their contracts, may abuse
these non-transferable contracts. But,
even the Times of India does not
oppose this provision. This morning,
the Times of India has devoted its
leading article to this question and I
am sure some of the suggestions that
are made in this article of the Times
of India are of value and should be
duly considered by the House. '

However, there is one point to which
an answer is due. The Times of India
begins by raising a doubt about the
qualifications of the Members of the
Select Committee. I grant that it is
quite legitimate for one to have doubts
about the qualifications of the Mem-
bers of any Committee. It remains for
this House only to say that, after all,
this Committee has had the benefit of
the advice of a number of people whose
authority on this subject will be widely
conceded as soon as their names are
mentioned. For instance, we had on
this Committee Mr. C. C. Shah, a
former Solicitor General to the Gov-
ernment of Bombay. Mr. Shah had
much to do with the drafting of the
Bombay Act on which we have drawn
so heavily. Mr. Shah was a member
of the Experts Committee which con-
sidered the first Bill of 1950. Again, a
very great qualification, mention of
which has been made by the hon.
Minister Mr., T. T. Krishnamachari,
was that Mr. Shah, possessing all this
knowledge of the subject, was still a
man who was not interested in for-
ward trading. Then, of course, we had
the assistance of great value of men
like Mr. Tulsidas Kilachand, Mr. G. D.
Somani and Mr. Bhavanji A, Khimji,
We had Mr. Ahmad’ Mohluddin of
Hyderabad. Then, of course, we had
the two Ministers who have been
struggling with this problem for the
last so many years.

Dr. Lanka Sundaram: Why are you
so modest about yourself?

Shi'l V. B. Gandhi: As I have admit-
ted, to begin with, I have no preten-
sions to any knowledge on the subject.

We. had also had the benefit of the
presence of Mr. Adarkar who has
been so long connected with the con-
sideration of this problem since the
days of the Experts Committee.
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Now, we shall come to the basis of
this claim that these non-transferable
specific delivery contracts, if they are
not brought within the purview
Chapters III and IV, will be used for
speculative purposes, on’ the ground
that they are of the same kind as
other futures contracts. From what
little information I have been able to
get on this subject, I would like this
House to understand that these two
things are very different from each
other, as I said, sheep from the goat.
Here are some of the salient features.
In the first place, in the non-transfer-
able specific delivery contracts, the
transactions are usually not very big.
By the nature of things, they cannot
be big. Because, here A who has goods
to sell, since actual delivery is involved,
cannot offer to sell more than what
he has. And, when B offers to pun
chase. he cannot agree to purchase
more than he needs. because, after all,
he has to take delivery.

Mr. Deputy-Speaker: Some other
hon. Members have also sent their
names,

Shri V. B. Gandhi: I shall finish in
{ve minutes, Sir.

Mr. Deputy-Speaker: There are
others who have stood, but who have
not sent in their names. I do not want
to hustle any hon. Member because
this is a Bill. Hon. Members may have
their say; but this leisurely fashion
may be avoided.

Shri V. B. Gandhi: I will close in a
few minutes.

Then, there is the question of
quality. In a futures contract there is
a standard quality. Here, in these non-
transferable specific delivery con-
tracts, there is a specific quality and
this question about quality is so im-
portant that in some cases, actually.
the district from which the produce
comes is mentioned. The Railway
Station at which these goods will be
loaded is also mentioned. Then, of
course, there is no question of clearing
and settlements. '

4 p.m.
I shall only give a very simple
illustration which will explain the

difference between a genuine trans-
action of the specific delivery type and
the futures contract. Supposing A sells
100 bags to B at Rs. 20 a bag, and
delivery is to be, say, a month hence.
Now, if at the time of delivery A fails
to make delivery, and if in the mean-
time, the price has gone down from
Rs. 20 to Rs. 15. then what happens?
In the specific delivery contract, the
buyer simply buys -in the market at
Rs. 15 and forgets about it since A
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has not made the delivery. He is bene-
fited as the price has gone down. So,
he buys at Rs. 15 and forgets all about
it, but in a futures contract, although
the price has gone down to Rs. 15, B
cannot get that benefit. He has to pay
Rs. flve per bag each to A, delivery
or no delivery. A beneflts, Anyway,
that is just one illustration,

As I said, the size of the trans-
actions is of some importance, because
in the futures market....

Mr. Deputy-Speaker: Why should
the buyer pay even when the goods
are delivered by the seller? Should he
pay Rs. flve in addition, assuming that
delivery is made to him on the date
specified?

Shri V. B, Gandhi: No. Then there
is no question of payment.

Just let us take one illustration. In
castor seeds in which dealings are at
present permitted in the Bombay Oil-
seeds Exchange, what happens? The
entire annual crop of the country in
castor seeds is about three lakh
candies. And sometimes on a single
day in the Bombay Oilseeds Exchange.
twenty-five to fifty thousand candies
are bought and sold. At this rate, it
will be seen that the entire annual
crop of the country can be turned over
almost within a week. And then,
Bombay is not the only place that has
an Oilseeds Exchange. There is Hydera-
bad; there is Madras. Therefore, since
there are these fundamental differ-
ences between the two, it is wrong to
say that the two are of the same type
and should be lumped together and
thus be made capable of being sub-
Jecﬁtna(ilI %o the provisions of Chapters II
an .

I therefore feel that this House
should accept the Bill as it has come
from the Select Committee.

Shri Tulsidas (Mehsana West): As
the hon. Minister has said—and rightly
so—this Bill is of a very technical
nature, and therefore, it is but natural
that unless a person has a certain
amount of knowledge or experience,
it is difficult for him to understand the
technicalities of this piece of legisla-
tion. As everybody knows, speculation
is and has been very badly criticised.
Still, the forward market is a neces-|
sity in a country where large quanti-,

ties of different commodities are
grown. !
Let me say at the outset that I

agree with the objects and reasons
mentioned in this Bill. Therefore, I am
not going to make any observations
on any of the clauses. It is only on

clause 18 that I have a different point ’
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of view, and I want to bring to the
notice of this House that if non-
transferable specific delivery con-
tracts are excluded, there is a con-
sidarable loophole in this piece of
legislation. I believe that we are all
agreed that there is a loophole. But,
then, the Minister has pointed out that
this is a legislation in which Govern-
ment would have to have a certain
amount of experience. He said that
they have not got the machinery to
find out the different places where
these contracts are taking place, and
that it would be better to allow a
certain amount of freedom with regard
to these contracts so that, affer having
experience, if he finds hat it is neces-
sary to amend this legislation, he will
come forward with his proposals.
much has been said and so much
material has been gone through by the
Government, and when this Bill was
brought forward, the Commerce and
Industry Minister himself had said—
I will quote his.own words—I know
he did mention that I am bound to
quote him, but I would like the House
to understand how the Government’'s
mind was running when this Bill was
brought forward. d

Shri T. T. Krishnamachari: You are
beating a dead horse.

Shri Tulsidas: Let me make my
point. He said:

“The provision of which men-
tion has been made here is that
non-transferable specific delivery
contracts as deflned in section 2
of the Bill are to be exempted
from the provisions of this Bill
except in areas where a recognised
association is functioning for the
commodities concerned. This is in-
tended merely because, in spite of
the fact that we rigidly define
what are called non-transferable
specific delivery contracts, a
certain amount of overlapping was
inevitable, because the non-trans-
ferahle delivery contracts are
contracts which provide for
future delivery, but are not trans-
Terably used—to paraphrase the
language—from one party to an-
other. They are not normally set-
tled by being offset against one
another. Hence this type of cone
tract is not generally used for
speculative purposes. Such con-
tracts, as I said, will be exempted
from the provisions of this Act
except in a few areas; an excep-
tion has to be made in areas
where a large number of associa-
tions which have been traditionally
engaged in speculative business
had to be exfl"'ded from such a
business as a result of the creation
of a recognised association. There
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is consequently the real danger
that the associations of persons
affected may continue to indulge
in speculation - outside the recog-
nised association under the ]fuise
of non-transferable specific delivery
contracts. Clause 18 of the Bill
therefore provides that in any area
in which an association has been
recognised for regulating forward
contracts in any commodity, the
same association will regulate all
types of forward contract, non-
tﬁgsgerable as well as transfer-
able.”,

Then he goes on and says:

“The provisions of this Bill are
however sufficiently less inflexible
to deal with the varying require-
ments of its trade. In particular,
under clause 27 Government have
power to grant exemptions for
relaxation in special cases, after
exmq}ning the merits of each
case.

When this Bill was drafted, I am
sure the hon. Minister had all the
data with him, and had put the facts
exactly. as they were, along with the
recommendations of the previous
Select Committee of which you were
the Chairman, so that the present
legislation was originally brought in
on the recommendations of that Select
Committee. Though the hon. Minister
tells us that they- have no machinery,
still according to the amended clause
18, the machinery will anyhow be
required, because you will have to find
out at ieast where such abuses are
carried on.

Shri T. T. Krishnamachari: I depend
upon you.

Shri Tulsidas: It depends on the
machinery of the Government.

Shri T. T. Krishmamachari: On you.
Skri Tulsidas: No Sir.

‘Shrl Gadgil (Poona Central): He
says that he depends on the people
who are actually in the frade, and
follows their advice.

Shri Tulsidas: When he tells me
that he depends on me, I neight at
once give him the advice: “Do not
have this loophole”,

Shri T. T. Krishnamacharl: The
advice is a little too previous.

Shri V. P. Nayar, (Chirayinkil): The
hon. Members are carrying on conver-
sation across the Table.
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Mr. Deputy-Speaker: Occasionally it
h;zlps“tl;e debate, and gives a sense
of relief, :

Shri Tulsidas: My submission is that
even according to the amended clause,
the Government should have the
machinery, and I- believe that in
administering the Act, the Government
will naturally take the assistance of
the different States, because without
their help I do not think it is possible
for them to take any action. This
suggestion for a machinery has been
made not only by me, but it has also
been in the report of the previous
Select Committee, in which my hon.
friend the Commerce and Industry
Minister said that perhaps the evidence
was from the representatives of the
Bombay associations, I know that
when that Committee was functioning
they had informed practically all the
associations and ‘'those others who
desired to give evidence to come and
give evidence before them. It may be
that the associations of Bombay came
and gave evidence. But there was
also the evidence of the Federation of
Indian Chambers of Commerce, of
which I happened to be the President
at that time. The surmise that I would
get from the hon. Minister’'s remark
is that in his opinion it was only the
Bombay interests that represented
their point of view and so the Select
Committee was, to a certain extent
prejudiced in favour of the Bombay
point of view....

Mr., Deputy-Speaker: Was any
evidence taken this time?

Shri Tulsidass No, Sir. There has
been no evidence taken this time.

I do not wish to go into the work-
ing of the Selert Committee this time,
except to say that. we had two meet-
ings, when we went into the different
clauses, As regards clause 18 so far
as I am concerned, I was told that as
I am going to give a minute of dis-
sent, there was nothing much to be
said about it. This is what I was told,
and so there was not much of dis-
ﬁusﬂon on clause 18 excepting per-

aps....... .

Shri T. T. Krishnamachari: No, no.
I am afraid factually I must protest

and say that for a whole morning and

a whole afternoon the Committee
discussed nothing but clause 18.

Shri Karmarkar: The hon. Member
himself was present there.

Shri Tulsidas: My approach was
direct -and positive, while that of the
majority in the Select Committee was
negative. And that is the difference,
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Everybody agreed that this non-
trn.r.lalerable specific delivery contract
is liable to be abused and may create
conditions where Government may
have to step in, and they have accord-
ingly made a provision to this effect.

I sald earlier, this was a negative
approach, My point was that on the
basis of the approach made by the
majority of the Members of the Select
Committee, the Government would
gtep in only after the damage is

one...

Mr. Deputy-Speaker: Would it not
be useful to the House if I could make
a suggestion on this point? In the
first instance, the hon. Member wants
that the non-transferable specific
delivery 'contracts ought also be

lated as transferable specific
delivery contracts, and that excep-
tions ought to be made wherever it
stands in the way of even bona fide
transactions. On the other hand, the
Select Committee has sald that non-
transferable specific delivery contract
is an ordinary mode of business and
so if that is also brought under the
regulation, the ordinary course of
business would be interfered with. So
in the first instance, they have sug-
gested that Government should
exempt it, and then take power to
extend it or bring it within the regu-
lation in case of abuse. This is the
simple point involved. What the House
naturally will expect from hon, Mem-
bers is this. Hon. Members who want
to say that in the first instance non-
transferable specific delivery contracts
ought also to be regulated, must place
before the House concrete instances
where an abuse has already appeared,
and when the Bombay Government has
already taken that view, these in-
stances will certainly be helpful.

On the other side, if hon. Members
want to say that the ordinary course
of trade will be interfered with if
these are brought in in the first
instance, then they must place in-
stances to prove that, It is a question
of facts on either side. Some hon.
Members might 'feel, “What does it
matter, if you regulate it first, and
then exempt it?”, while some others
might feel, “Exempt first and then
regulate”.

This is a matter in which both sides
can argue. It is flnally a question of
balance or convenience. Therefore,
hon, Members who speak on this
P[%int will give instances so that the

use may be able to judge the rela-
tive conveniences of the one view or
the other.

Pandit Thakur Das Bhargava (Gur-
Baon): In 1851 there was some
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evidence taken, but now there is no
evidence.

Mr. Deputy-Speaker: Hon. Mem-
bers may read that evidence,

Shri Karmarkar: It is not a crime,
of which evidence must be necessary.

Mr. Deputy-Speaker: Any hon. Mem-
ber can read ihe evidence and come
to some conclusions. If notwithstand-
ing the evidence there are other
viewpoints, they may also be placed
before the House. Hon, Members who
have been in tke Select Committee can
give instances showing why they
thought of changing it, notwithstand-
ing the fact that the Bill as intro-
duced originally retained the original
clause. Otherwise, the House will be
absolutely in the "dark, one person
pressing for on: view and another for
another view, and it will be difficult
for the House to judge.

Shri Tulsidas: You are quite right,
Sir. I am glad you pointed it out, If
certain instances were given, naturally
the House would be in a better posi-
tion to understand it. Well, if I
remember aright, there was a debate
in 1950 in this House when certain
instances took place in Hyderabad
where a very large number of non-
transferable specific delivery contracts
was traded in as ordinary contracts
and a large amount of commodities
was cornered, There was a very
serious debate on that point here. Sir,
I am sure you must be remembering
the debate that took place then. A
large quantity of groundnuts was
cornered by a firm in Hyderabad and
the contract was a non-~transferable
specific delivery contract. There are
gi number of instances in Bombay too,

I,

Shri Bansal (Jhajjar-Rewari): What
was the mechanism of thai? How
were they con:luded?

" Shri Tulsidas: There was an associa-
ion.

Shri V. P, Nayar: Give one instance
of cornering coconut oil.

Shri Tulsidas: Mr. Bansal knows
very well what is the mechanism. I
need not tell him.

Shri Bansal: I do not.

Shri Tulsidas: Then, when the
Bombay Government decided to have
this sort of legislation they appointed
a Committee of which the hon,
Mr, Morarji Desai was the Chairman.
Evidence was taken from different
assoclations and chambers and they
all said that this sort of contract mus:
not be allowed to be excluded.
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An Hon, Member: Why?

Shri Tulsidas: They said that it was
bound to be abused and side by side
if any forward contract was traded in
under a reco, association, then
even outside of this association this
sort of contract will also function.
There have been instances even in
Bombay where even for delivery with-
in a week non-transferable specific
delivery contracts were traded in and

differences were paid and settlements
arrived at. T will be naturally told
that for that a safeguard has already
been made in the proviso. But as I
mentioned, the proviso means that
damage has already been done and
that the Government step in after the
damage has been done, whereas here
in the clause which was accepted by
the Government before they brought
this Bill anyone who wants to get him-
self exempted should satisfy the
Government and then get the exemp-
tion. Naturally when the Government
exempt a sort of trading, they will
go into the thing apd satisfy them-
selves properly about it and when
they will be convinced that this parti-
cular type of trading will be done on
a normal bona fide basis and such
may therefore be exempted.

Shri T. T. Krishnamachari: No, Sir.
It is not correct. The hon., Member

\51;] kindly read clause 18, sub-clause

“Where' a notification wunder
section 15 has been issued in res-
pect of any goods or class of goods,
the Central Government shall, by
a like notification, define the area
in which a recognised association
may regulate and control non-
transferable specific contracts...... »
and so on.

"The onus is primarily on the Central
Government and only later on some
other things come.

Shri Tulsidas: That is what I am

saying, You are making all the con-
tracts....

Shri T. T. Krishnamacharl: No, that

is not what you say.

Shri : You bring all the
gn;tract er hthe pl.l.tl:'lew of &s
Anybody who wanis to get -

self exempted must satisfy you. Here
you are automatically treating all
contracts to be forward. contracts and,
therefore, anyone who wants to trade
in this sort of contract must satisfy
you and prove his bona fide and then
the Government will give exemption.

§bri T. T. Krishnamachari: Why not
the converse? no
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8hri : That is what I said.
I have sta my point of view—why

point that I would like to make
I was just referring to the Com-
mitlee appointed by the Bombay

Government. Bombay 1is ‘the only
State in the whole of India which has
got this sort of legisiation, and in their
experience with this sort of legisla-
tion they have been able to satisty
practically all the business interests—
whether jn Bombny or whether out-
side Bombay or whether in the small
places just now mentioned by the
hon. Minister—Hubli, Ahmedabad
etc. They had to see that a certain
number of associationg were recog-
nised for all contracts and even for
this contract they

recognised
associations within a particular smal
area,

Shri Radhelal Vyas (Ujjain): There
was a similar legislation in Gwalior
State also.

Shri Tulsidas: Did they exempt
this?

Shri Radhelal Vyas: Yes, they per-
mitted hedge contracts. There was
only one association.

Shri Tulsidas: Was there any sort
of legislation like this?

Shri Radhelal Vyas: Yes.
Shri Tulsidasx Well, I do not know.

Then, I would refer to the minute
of dissent of one hon. Member in the
Select Committee, Mr. C. C. Shah, who
has no interest as regards forward
trading or any speculative trading.
He was, so to say, a Legal Adviser to
different associations. I would like to
refer to the minute of dissent which
he has appended. He goes much
{further than myself. He supports me
{ullyi Ele sa;ys deﬂlll-:itely: th‘ ...wartime
egislation has shown that s
delivery contracts can be ﬂ
abused for heavy speculation unless
controlled and hence they have also
to be brought under this Bill".

Shri T. T. Krishnamachari:
hon. Member is looking at a mirmr

s':."All Hon. Member: Why do you say

Shri T Krishnamachari: H
hisovmreﬂaetjonmrrwhmem

msm “Tulsidas: I am reterring to
e

Dr. Lanhﬂnndlm w
mtmowmmmmmtggg?rﬁ?
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Shrl Talsidas: Again he says:

“It should not be difficult to do
so, particularly when non-trans-
ferable specific delivery contracts
are taken out of the operation of
this Act, 85 per cent., if not more,
of forward contracts are of non-
{ransferable nature, made between
party and party whichh are and
can be performed by the es
themselves. When non-transferable
contracts are found to have been
abused for speculation, it is only
because of the existence of an

- association which provides facili-
ties to do so.”

He goes further and says that there
shrould be no association allowed to
function. He goes further than myself.
Now the point of view which I have
put forward is that.......

Mr. Deputy-Speaker: Is it not the
same thing in the proviso—proviso to
sub-clause (1)?

Shri Talsidas: He says no associa-
tion should be allowed to have any
sort of trading. So much business.
which is not controlled business, can
be traded in and. therefore, no associa-
tion shouvld be allowed to function.
That is how he goes further.

Mr. Deputy-Speaker: Has there been
any representation by any group of
people who trade in non-transferable
specific  delivery contracts to the

mbay Government for exemption?

Shri Tulsidas: In Bombay these con-
tracts have been functioning for the
last four years and there has been
no kind of complaint from any side.
Bombay has experience that this sort
of legislation works in a much better
way.

As I said, I do not wish tn go into
it in a dogmatic way and-I am. glad
to see that the hon, Commerce Minis-
ter has given an assurance that he is
going to apply this as soon as he finds
that abuses are being made. He has
gone further and said that as soon as
the Bombay State approaches him—
which 1 understand from him has
approached—he is going to apply.....

Shri T. T. Krishnamacharl: No. no.
They have not yet approached; they
cannot do that until the Bill is enacted.

Shri Tulsidas: You gave the assur-
ance.

Shri T. T. Krishnamacharl: Un-
doubtedly. ’

Shri Tulsidas: He himself says he
gave the assurance whatever it is
worth, howevet it is valid.
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. Deputy-Speaker: In the Bhagwad
Gifx: it is ,said. Sansayathma Vinas-
yati. Nothing should be aggroached in
a spirit of éloubt andtsuspzfl::n.’gllzg:

0 or g
:nv:rn ;ltm the ment says will be
carried out except under exceptional
circumstances.

Shri Tulsidas: The fact that he has
glven the assurance, that alone, proves
that he feels that the difficulty 1is
there. He himself feels that he has no
machinery. He does not want to go the
whole hog. He wants to go slowly.
That is the point he has made out.

Shri T. T. Krishnamachari: Only, I
refuse to be yoked to the hon, Mem-
ber. That is all.

Shri Tulsddas: There is not much of
a difference, He wants to give an
assurance. I say, “Why give an assur-
ance, why not put it in the Bill".
There is no difference in his approac
and in my approach. However, I leave
it to him. I would like to tell the
House that as this is a very intricate
legislation. it requires a technical per-
son who knows something about it
and who knows fully about it. He has
told me that I know something about
it. Therefore, I am simply giving this
warning that this sort of loophole is
not going to help. On the contrary, it
is pgoing to create confusion in the
country. I feel the hon. Commerce
Minister will go further than his
assurance and accept what I have said.
1 have not tabled any amendment. I
have said what I feel personally about
it. 1 am giving you a warning and
you may do whatever you like.

Mr. Deputy-Speaker: The hon.
Member Yeels quite safe in the hands
of the hon. Minister.

Shri Tulsidas: I was looking into
the debates which this House had
when his predecessor presented this
Bill and I was looking into certain
remarks the hon, Commerce Minister

then made. :

The Minister of Revenue and Ex-
penditure (Shri Tyagl): That is past
history, when T. T. Krishmamachari
was not the Commerce Minister but
was a Member,

Shri T. T. Krishnamacharl: May I
mention that I am not on the carpet.
It is the Select Committee that is on
the carpet.

Skri Tyari: On a point of order, Sir.
T want a clarification as to whether
the sneeches of hon, Members on these
Benches may be cquoted when they
become Ministers,

.
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Mr. Deputy-Speaker: It is not the
business of the Chair to anticipate
difficulties hereafter relating to any
other Minister.

Shri Gadgil: 1 think politicians are
entitled to change their opinions as
often as they can.

Shri Tyagi: If seats are changed.

Mr. Deputy-Speaker: The hon. Mem-
bers feel, Minister or no Minister the
hgll:l. Member’s statement is very valu-
able.

Shri Tulsidas: Even in his speech he
had supported my point of view., He
very strongly supported me when he
was a Member and not the Commerce

er.

Shri Gadgil: Much water has flown
below Jumna since then.

Shri Tulsidas: Personally, I am at a
loss to understand why these changes.
When the Ministry has gone into it.
the Select Committee has recommend-
ed it, when the Bill was brought,
everything must have been gone into
and I really cannot understand this
sudden “change. Whatever I feel, I
lrave said. I have given a warning. I
have been told that consistency is the
virtue of an ass. But I do not want to
say that inconsistency is also the virtue
of anything.

Shri T. T, Krishnamachari: It is the
hobgoblin of small minds.

Shri Tulsidas: 1 hope he will take
in}g consideration whatever I have
said.

Mr. Deputy-Speaker: Mr. Trivedi. I
am calling some hon. Members who
have written to me that they may not
be here tomorrow. Therefore, they
would like to say something.

Shri V. P, Nayar: I would like to
submit, Sir, that those¢ hon. Members
who have been on the Select Com-
mittee and those Members who have
had an opportunity to speak when the
Bill was referred to Select Committee
are being given chances now. You
may be vleased to extend the debate
so that all of us may get a chance.

Mr. Deputy-Speaker: I am anxious
that the HHouse should hear the views
of those hon. Members who were not
on the Select Committee. Of course, I
called the hon. Minister and one other

rson on the Select Committee who

ad written a note of dissent so as to
explain the position to the Members.
Hereafter, I shall take care to see that
as far as possible, sufficient opportunity
Is giveg to those other hon, Members
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who have not had occasion to exprees
their views so far. L

Dr. Lanks Sundaram:- I hope that
there would be no undue haste by
moving closure,

Shri T. T. Krishnamacharl: I can
assure the House that we are not in a
hurry and we shall certainly abide by
Hn: d&cilslon of the Chair in a matter

e s,

Mr. Deputy-Speaker: The hon. Mem-

ber will see that a number of other

hHon. Members are anxious to speak on

glsrtmntter and therefore he may be
ort.

beSl;;l 3 M& Trivedi (_(ihlttor):"lnwill
ort and straight. I only u

to say something in connection wit

the note of dissent that I have written,
I will not travel beyond it.

I think that I may appeal to the
House with regard to this question of
treating the various offences under
sub-clause (1) of clause 20 and clause
21 as cognisable offences. If you study
the provisions, you will find that an
offence which we have described to
be punishable with only one year’s
imprisonment is also made cognisable.
Under the ordinary law, a number of
offences involving moral turpitude for
which punishments are provided in the
Indian Penal Code, are not made
cognisable if sentences of three years
or more are not provided for. And
especially where we find commercial
offences are dealt with, in such cases
the Penal Code has been even more
liberal. For an offence under section
477. where a question of forgery is
before the court, even though the
offence is punishable with seven years’
rigorous Imprisonment, yet it not
made a cognisable offence. It is only
on that account that I appeal to the
House through you, Sir, that we must
give due consideration to this aspect,
that these offences. if they are of a
trivial character and are punishabl~
only with one year’s imprisonment,
then why should they Hbe made cognis-
able opening a vista for dishonest
police officers to make money. We
have our experience of the Defence of
India Rules. .

Shri V. P, Nayar:. Why not have
three years and make it cognisable?

Shri U. M. Trivedi: Make it seven
vears even. I do not care, and make
it cognisable. I can appreciate that.
But I am not going to appreciate this
position that you do not want to inflict
a punishment of more than a year and
vet you want to make it cognisable, 1
know of instances in which two mer-
chants were accused and in those
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eases the affences could not be proved
{n courts of law. Even charges could
pot be framed against thhem. But the
lice pounced upon the individuals
use they were, in the police langu-
age, “big fish"”. In such cases, because
the offence is cognisable, the police go
with handcuffs and arrest the man,
and then extort money from him to
save him from the ignominy of being
taken through the streets of the area
in which he is refnrded as respectable
to the police station. Sometimes, even
Rs. 10,000 have been extorted from the
public. I know of one respectable mem-
ber of the Congress Party. He was a
rich man. He did not vote for a parti-
cular man—another grson belonging
to the Congress—for being selected for
the Provincial Congress Committee,
The poor fellow (Interruption).

Shri V. P. Nayar: Why a ‘“poor
fellow? You sald just now that he was
a richr man.

Shri U. M. Trivedi: I will call any-
body who is taken by the police as a
poor fellow. You are also poor. You
saild that you also sufferedq at the
hands of the police. I pity all those
who suffer at the hands of thre police.

Now, this poor fellow because he did
not vote for another Congressman and
because that other man secured the
seat in the Provincial Congress Com-
mittee and had influence withk the
police—he was marched down the
streets by the police. The difficulty
was that there was some allegation
that he had done a particular thing
which amounted to blackmarketing
and the police jumped upon him and
one Congressman working against
another Congressman forced the police
to catch hold of him and. whatever
happened, to drag him in the streets.

ause the offence was cognisable,
the police could do it. In view of this,
I submit to you, Sir, that this provi-
sion is not introduced with any good

motives. It is kept with an ulterior
motive.

M:. Depaty-Speaker: What h d
to the case ultimately? ~appene

Shri U. M. Trivedi: There was
absolutely nothing against him and no
case could be made out. I can give
you four such cases where the per-
sons were discharged. It was not mere
acquittal. There was absolutely no
case even to go to the court. When
the lower court rejected the case, the
police filled a revision application in
the High Court and the High Court
agreed with the magistrate that there
was absolutely no case. Therefore: I
sugeest that this offence is made cog-
nisable only for political motives or
for enabling the police to extort
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money from those who are considered
as big fish. I wish that that is not the
motive, but if that is the motive, then
God help us. Otherwise, if we are
straightforward and honest, then we
should look at the question in entirely
legal terms and we should not be
moved by any other considerations.
This aspect, I suggest, should be given
due and proper consideration when
we deal with entirely commercial
people. In some cases, these people
would be entirely ignorant of the law
of forward contracts. I am referring
to people living in the mofussil, They
would not have heard of the existence
of these associations. They will be
caught and the police will pounce
upon them and unnecessarily extort
money from them without coming to a
finding whatsoever.

1 do submit therefore that a recon-
sideration of this matter is necessary.
Clause 23 as it stands may be dropped,
and we may stick ‘to the provisicn as
is laid down in the Criminal Proce-
dure Code, viz, where the offences are
not classifled in any manner and if
there is any offence for which an
imprisonment of more than three years
can be inflicted, then it may be treated
as a cognisable offence. I would have
no objection to that.

With these words, I suggest a re-
consideration of this matter.

Shri V, P. Nayar: Sir, I must thank
you at the outset for giving me this
opportunity to participate in this

debate.

Mr., Deputy-Speaker: Every hon.
Member is entitled to speak. There is
no grace on my part.

Shri V. P, Nayar: I have been
singularly fortunate in this instance,
because I have never had an oppor-
tunity to speak so early on any Bill,
except of course when there were no
other hron, Members to speak on Bills,

The mover of the Bill was kind
enough, when he moved the Bill, to
explain the nature and scope of this
Bill. He said—as he put it, “for the
benefit of new Members”—that he
would like to explain the need for a
Bill of this nature. His words were:

“Trading in futures is a practice
which may be considered to be a
rational development of what is
called a market economy. In the
highly developed countries of the
world where market economy is
still the rule, a good deal of im-
portance is attached to this t
of trading and the effects that flow
therefrom for the purpose of
smoothening and minimising flue-
tuation in prices."
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This is what he said. He was posi-
tive that this sort of market economy
was a rational development. I grant
for argument’s sake, that in a capita-
listic soclety it is so, but as he was
arguing his case in a manner
di dmhti from twhat l’;e indj?\p w‘l{e?s);le
made his grea i ,
it looked as ome said to the new
Members, “Well, here is an argument
which I have found for you, but I am
not obliged to find you an understand-
ing of the position”. That is what I
felt, because after having heard him
today and after having gone through
his previous speech, I found I was
no ere,

Shri T. T. Krishnamachari: I am
glad that the hon. Member is In terra
firma anyway.

Mr. Deputy-Speaker: A later speech
always supersedes the earlier one,

An Hon. Member: The dawn of wis-

dom, Sir?

Shri V. P. Nayar: We lawyers olten
say that when a witness gives two
palpably erroneous versions in two
courts of law then he has proved him-
self demonstrably to be a liar.

Shri P. T. Chacko (Meenachil):
what about two decisions?

Mr. Deputy-Speaker: The latter one
supersedes the earlier one.

Shri V. P, Nayar: I respectfully sub-
mit that it is for me fo say; it is not
for the hon. Member Mr. Chacko.
When he is on his legs he can have
his say. I do not like to be disturbed
by him. I am not much experienced
in being interrupted, nor do I indulge
in disturbing others.

One would have thought that when
the hon. Minister made his speech
this time, he was giving us a bait and
probably he wanted us to swallow the
whole bait—hook, rod and sinker. It
is such a complex subject and I am
glad that there is at least one hon.
Member in this House who is capable
of giving an expert opinion based on
personal experience—I mean Mr, Tulsi-
das Kilachand.

is Bill, if I may be permitted to
bo?rl:)w a word from the hon. Mr, Chin-
taman Deshmukh, has had a “chequer-
ed” history. When it was introduced
last, Mr. T. T. Krishnamachari, the
Member represented—was it Madras?

‘Shri T. T. Krishnamachari: Never
mind. It is a matter of no consequence,
Shri V. P. Nayar: Fortunately for
this country, when he made that great
speech, he was not on the Treasury
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Benches, [ will have occasion to quote
from that - h to ‘convince this
House that what he then satd was
the real position and what he says
now is not the real position. I ‘may,
therefore, be permitted to quote
certain passages from his speech.

Shri Radhelal Vyas: That was
already quoted.

Shri V. P. Nayar: Please leave me
to myself; you will get your. ct LT
Nobody can exhaust quotations.

Mr. Krishnamachari, the Member—I
underline the word Member, it is not
the hon. Minister whom I am refer-
ring to. He said this on the 23rd of
Aprii. There are some very interesting
passages which I am bound to read,
to give the House a clear idea of what
he said then, This is what he said:

“This Bill has been the result of
an Expert Committee,”

Mr. Deputy-Speaker: If Mr. Krishna-
machari's view prevails—whether the
earlier one, or the later one—in either
case he succeeds.

Shri V. P, Nayar: Precisely not so,
Sir, I was all the time wondering at
the ease with which Mr, Krishnama-
chari was wriggling out of critical
situations. This is what he said, in
referring to the Expert Committee on
whose report this Bill is based. This
was his opinion about the Expert
Committee a year and a half back. I
am quoting this because the hon,
Minister just now said so much about
the Expert Committees. This is his
opinion:

“If somebody who had gone to
the Himalayas in 1844 to 1945
were to come back today and see
the composition of the expert
committees which the Government
of India appoint, that person
might well think that Lord Lin-
lithgow is still administering this
country.”

An Expert Committee, from the
point of view of my Mon. friedd now
on the Treasury ‘Benchés is a com-

< mittee “composed of vested interests,

because only the vested interests are
experts and everyone else happens to
be a layman”.

So, it is° on that Expert Committee
about which a year and a hall back
Mr, Krishnamachari, who unfortunately
for the counftry did not sit on that
side. but sat on this side, held this
opinion, that he is now placing his
reliance upon. If we understand the
argument of Mr. Krishnamachari, it
one were to hear him today, it looks



98? Forward Contracts

not a8 though Lord Linlithgow is
administering the country, but as
1tlhqm.ligh Warren Hastings is ruling
ere!

Shri T. T. Krishnamachari: It is not
Aurangreb anyhow!

Shri V., P. Nayar: There is another
significant sentence in his latest
speech:

“The Bill thereafter was re-
vised in the light of comments and
recommendations of the Expert
Committee."”

An Expert Committee which he con-
demned in April 1951, is the one in
the Hght of whose comments and
recommendations the Bill was revised
by him!

I would venture, with your permis-
sion, Sir, to quote one or two sentences
from his speech.

Shri Bansal: Are we considering the
report of the Select Committee or of
the Expert Committee?

Mr, Deputy-Speaker: Everything, I
am not able to understand the hon.
Member's objection. All relevant
matters are being considered, includ-
ing the hon. Member's speech.

Shri V. P, Nayar: While I always
resume my seat, Sir, when you rise,
I hope I will not be alJowed to be
disturbed by other hon. Members, I
thought that Mr. Gamandi Lal Bansal
knows that I do not generally yield.

Mr, Deputy-Speaker: The poignancy
and importance of the hon. Member's
speech will be heightened by such inter-
ruptions.

Shri V. P. Nayar: Mr. Krishnama-
chari, the Member, said that when he
made that great speech, I call it great
because it was really great—was it
not? He also said that he had no
amniscience, that he did not have a
ready solution for every problem in
his pocket. But somehow he now seems
to have taken out some solutions from
his pocket, for a variety of problems!

You will find that over a simple
word ‘reasonable’ which occurs in
clause 7 he wove a cobweb of argu-
ments. In fact, as I saw the present
clause as-it emerged from the Select
Committee, I could not believe my
own eyes, because there it was, in the
same place, in the same way. Then I
found that it was not the word
“reasonable” which had changed, but
the change had been to Mr, Krishna-
machari himself, who, in the mean-
Whﬂel.'n was elevated to the Treasury

ches,

Dr. Lanka Sundaram: Was it a
reasonable change?
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Mr. Deputy-Speaker: 1 am afraid
hon. Members have not understood the
hon, Minister correctly. All that he

. said was that he would have no objec-

tion to continue his old opinion, but
he was over-ruled, practically in the
Select Committee, That is how I
understood it.

Dr. Lanka Sundaram: The Expert
Com‘r’nlttee which he condemned last
year?

An Hon, Member: By the Select
Committee.

Shri V. P. Nayar: This speech of the
hon. Mr. Krishnamachari, the Member,
is a document which is worth very
close scrutiny by this House, That is
why I have occasion to refer to it
again and again,

At the pitch of his eloquence this is
what he said:

“If you enact a Bill in which
only the rich people can do what
they like and the poor cannot
function, it is a thing which will
go against the grain of democracy.
The regulation of a market eco-
nomy undoubtedly means the
creation of a monopoly.”

In such unmistakable terms Mr,

‘Krishnamachari, the Member, has

expressed his view on the creation of
a market economy. And later on he
has very categorically stated:

“This is not a Bill dealing with
respectable persons.”

_ I perfectly agree with him. Not only
is it a Bill not dealing with respectable
persons, but it is a Bill which deals
with the cut-throat speculators. I can-
not find a better expression for these
financial sharks—these predatory

arks who feed on the life-blood of
this country. It is against them that
you have to apply this Bill. I am very
glad that at least in 1951 Mr. Krishna-
machari had to admit this,

He then said:

“This is not a Bill dealing with
respectable persons. It has to deal
with people who can be as flerce
and selfish as tigers where their
interests are concerned.”

I wonder how in such a short t
Mr. Krishnamachari, the Member, iﬁ:
become a circus master who has tamed
the tigers into lambs. I do not know
how he has achieved thrat. So there is
enough and more in Mr. Krishna-
machari, the hon. Member to contradict
Mr. Krishnamachari, the present hon.
Minister. I do not want to...

Shri, T. T. Krishnamachari:
the time of the House any :::un-e';‘lur aste
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Shri V. P. Nayar: The only differ-
ence is that last time when he sPoke
on this Bill his speech was richly
spiced with caustic sarcasm and vitu-
perative invectives. We do not see
them now. Now he is tame, as gentle
as a lamb!

Mr, Deputy-Speaker: Therefore, the
lesson to be learnt is that every hon.
Member will speak with caution and
moderation lest one day he should find
himself in the same difficulty when he
becomes a Minister. '

Shri V. P. Nayar: It is a strange
irony of fate and his fall has been
very great indeed!

This Bill comes at a time when the
agriculturists of the couniry and the
small traders are hit by a slump. The
hon. Minister must remember that.
While the agriculturist gets lesser and
lesger for his agricultural produce, he

has to pay the same, or even more
inflated p . for manufactured arti-
cles. Take the case of manure, for
instance. Has there been any reduction
in the price of manufactured manure? -
Has there been any reduction in the
price of agricultural implements? No.
At the same time he gets lesser and
lesser mgney for his produce, There-
fore, this Bill is bound to hit the poor
agriculturists.

65 r.M.

Mr. Deputy-Speaker: The hon. Mem-
ber, I believe, has much more to say.

Shri V. P. Nayar: Yes, Sir.

Mr. Deputy-Speaker: Then he may
continue tomorrow.

The House then adjourned till a
Quarter to Eleven of the Clock on
Friday, the 218t November 1852.





