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

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

“That the Bill to ban the promo
tion Or conduct of prize chits and 
money circulation schemes and for 
m atters connected therew ith or in
cidental thereto, be taken into con
sideration.”

This Bill seeks to ban the promotion 
•or conduct of prize chits or money 
circulation schemes and deals with 
m atters connected therew ith.

G overnm ent had constituted in 
February, 1969, the Banking Com
mission. One of the term s of refer
ence of this Banking Commission was 
**to review  the role of various classes 
Of non-banking financial interm edia
ries, to enquire into their structure 
and methods or operation and recom
m end m easures for their orderly 
grow th.” This Commission had maae 
certain recomendations in its R eport 
subm itted to the Government in Ja n 
uary, 1972, for the restructuring of the 
existing scheme of control over the 
m iscellaneous non-banking companies. 
A fter examining the recommendations 
of the Coimnission, Governm ent deci
ded in principle tha t the existing sta
tu tes and directions issued thereunder 
to non-banking companies may be re 
viewed to plug loopholes, if any, which 
w ere being taken advantage of p a rti
cularly by private lim ited companies.

W ith a view to exam ining this m at
te r in all its aspects, a Study G roup 
was constituted by the Reserve Bank 
of India under the  chairm anship of 
Shri Jam es S. Raj to m ake specific re 
commendations for taking fu rther 
action to im plem ent the decision of 
GovemnMBrtt Thift S tudy Group sub
m itted its report t© the Reserve Bank 
in July, 1975. I t  recommended th a t 
•the conduct of the prize chits or be

15j»5 hrs. nefit schemes, by w hatever name cal
led, should be totally banned in the 
larger interests of the public and th a t 
suitable legislative measures should 
be taken for the purpose if the provi
sions of the existing enactments are 
considered inadequate.

Miscellaneous non-banking compa
nies are of two types, namely, (a) 
those conducting prize chits, benefit/ 
savings schemes, lucky draws etc., and
(b) those conducting conventional or 
customary chit funds. The present Bill 
is cocerned with the banning of the 
promotion and conduct of prize chits, 
benefit schemes etc. The activities of 
the chit fund companies conducting 
conventional chits arc proposed to be 
regulated throughout the country for 
which a separate Bi-1 ŵ ill be introdu
ced.
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For the benefit of this House, may 
I explain the difference between these 
two kinds of chits. “Prize chits*’ would 
cover any kind of arrangement under 
which the moneys are collected by 
way of subscriptions, contributions 
etc., and prizes, gifts etc., are awar
ded. The modus operandi is that the 
company acts as the foreman or pro
motor and collects subscriptions in 
one lump sum or by monthly instal
ments spread over a specified period 
from the subscribers to the schemes. 
Periodicaly, the num bers allotted to 
members holding the tickets or units 
are put to a draw and the member 
holding the lucky tickets gets the 
prize either in cash or in the form of 
an article of utility, such as a car, sco
oter etc. The “prize chit” is really a 
form of ottery. There is an unlimi
ted num ber of members bearing no 
relation to the number of instal
m ents in a scheme. Once a person 
gets the prize, he is very often not re
quired to pay further instalments 
and his nam e is deleted from fu rther 
draws. The schemes usually provide 
for the j^ tu m  of BUt)scriptions paid by 
the membean with or wiOK)ut m y  ad
ditional sum by way of bonus or p re 
mium at the end of the stipulated p er



iod in case they do not get any prize. 
Such schem es are known by various 
nam es such as prize chits, b enefit/sav 
ings schemes, lucky d raw s etc. The 
com panies conducting prize chits have 
very  little, if any, financial stake of 
their own in the business they  con
duct. They almost solely depend on 
the funds they colect from  the public 
for which they offer no security.

15.09 hrs.

[Mr. Deputy S peaker in the Chair]

The ‘convention?! chit fund, on the 
olhtT hand, is an old indigenous finan
cial institution involving regular per
iodical subscrip tions by a group of 
persons. It is, in law, a contract b e t
w een the subscribers and the forem an 
or miinager in-charge of the chit. The 
contract gcncraly  provides th a t the 
subscribers shall subcribe a certain  
sura bv periodical instalm ents for a 
definite period and th a t each subscri
ber. s:hall, in his turn , as determ ined 
by let or by auction of in such m an
ner as m ay be provided in the agree- 
mt'i'il, be entitled  to the prize am ount. 
There w ill be as m.any periodical in 
stalm ents as th e re  are m em bers. The 
prize am ount is the sum to tal of the 
^•ontributions payable by all the sub 
scribers for any one in sta lm en t less 
the discount an^ commision perscri- 
bec! by the  rules. The prize-w inner 
is, the reafte r, inelig ib le for any  fu r
ther prizes although  he has to continue 
to m ake th e  s tipu la ted  instalm en ts fo r 
the duration  of the  chit. These con
ventional chit funds, therefore, are 
essentially  of a se lf-liqu idating  n a tu re  
and since th e re  is a m utua lity  of in 
terest am ong the  sm all num ber of 
subscribers to each scheme, these con
stitu te convenient instrum ents combin
ing savings and borrow ings.

According to the Study Group, 
most of the prize chit companies 
whose business is sought to be banned 
by the present Bill are private Mmi- 
^ed companies w ith a very law capital 
base amounting to a few thousand
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rupees contributed by the prom oters/ 
directors of th e ir  close relatives. 
U nder the  facade of inculcating say* 
ings hab it am ong the  public, these 
com panies collect sm all am ounts from 
the gullib le m em bers of public w ith  
prom ises of aw ard ing  prizes a t p e r
iodical in te rva ls  besides refund ing  th e  
actual subscrip tions contribu ted  by 
them  at the end of the s tipu la ted  p e r
iod of schemes. Of late, there has 
been a m ushroom  grow th  of such com
panies which are doing brisk business 
in several parts  of the country especial
ly in big cities like  Ahmedabad. Bang- 
lore, Bombay, C alcutta and Delhi. 
They have also established branches 
in various States. Cases have come 
to the notice of the Reserve Bank, 
w here these com panies, afte r collect
ing, sizeable am ounts, by w ay of sub 
scriptions have gone into liquidation. 
In  several cases, these companies have 
tran sfe rred  the ir prize chit business to 
p artn e rsh ip  concerns so as to escape 
the restrictive provision of the direc
tions of the Reserve Bank.

The inspection of a few  com panies 
conducting prize ch its/benefit schemes 
cerried out by the R eserve B ank has 
revealed, inter aVn, the following 
features:

(a) The companies had advanced 
sizeable am ounts to the d irectors 
or rela tives or firms in  w hich th ey  
w ere in te rested  as partne rs , d irec
tors or as Com mission agents and 
th e re  w erep a rticu larly  no rep a y 
m ents of the  loans.

(b) The Books of accounts had 
n o t been  m ain ta ined  satisfactorily .

(c) Close rela tives of the d irec
to rs had been em ployed in the com
panies as members of the staff 
or as agents on h igh salaries.

(d) In  one case, it was observed 
that a scheme announced by a com
pany in which collections had been 
made was w ithdraw n subsequently 
w ithout notice ta  subscribers and no^ 
refunds of the subscriptions already 
received had been made to th e
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subscribers. Prize money had not 
been paid to all the subcribers who 
had won the prizes; and

(e) Subscriptions had been shown 
to have been refunded in the books 
of accounts of a company but doubts 
had been expressed by the inspect
ing officer about the  genuinenss of 
the payments in view of certain a t
tendant circumstances. There have 
also been allegations tha t some com
panies resorted to certain  m alprac
tices in draw ing the names of prize 
winners.

(6) The Study Group came to the 
conclusion that prize chits or benefit 

•schemes benefit prim arily the promo
ters and do not serve any social pur
pose. On the contrary, they are pre
jud icial to the public interest and also 
adversely effect the efficacy of the 
fiscal and m onetary policy. There has 
also been a public clamour for the 
planning of such schemes. This stems 
largely from the malpractices indulg
ed  in by the prom oters and also the 
possible exploitation of such schemes 
by unscrupulous elem ents to their own 
advantage. Accordingly, the Study 
G roup recommended that the conduct 
x)f the prize chits or money circulation 
‘schemes, by whatever name called, 
should be totally banned in the larger 
interests of the public. The Bill seeks 

'to acheive this object.

(7) Under the prposed legislation, 
the  existing prom oters of the schemes 
w ill be allowed two years* tim e to 
w ind up their business and the State 
G overnm ents have also been vested 
with powers to gran t extensions of 
tim e in consultation w ith the Reserve 
Bank. I t  provides for severe penalties 
for those who contravene this ban. 
P rovision has also been made for any 
police officer not below the rank  of an 
Officer in*charge of a police station or 
any officer authorised by the State 
G overnm ent to enter into and search 
th e  premises which are suspected to 

Tiave been used for purposes cannected

with the promotion or conduct of any 
prize chit or money circu
lation scheme. The Central enact
ment >̂ 'X)uld have the effect of 
repealing the existing State legisla
tion in A ndhra Pradesh and M adhya 
Pradesh and in the Union Territory of 
Chandigarh.
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Sir, I have already taken much tim e 
of the House but I thought I should 
place all facts before the hon. Mem
bers for their consideration.

With these words, i move.

MR. DEPUTY-SPEAKER; Motion 
m oved:

“That the Bill to ban the promo
tion or conduct of prize chits and 
money circulation schemes and for 
m atters connected therew ith or in 
cidental thereto, be taken into con
sideration.”

Shri Vinayak Prasad Yadav—he is 
not here.

There are no more speakers.

SHRI LAXMI NARAIN NAYAK 
rose—

MR. DEPUTY-SPEAKER: You w ant 
to speak. All right.

^  w f f  T T T n r T j :

1 9 7 8
I ,  #  ^  ^nr^JT
f  I ?rr«r ^  Jf t  i r f

^  12
% t  »RTT I  %

I  eft 2 ^  «nrfsr ^
t  I
t  w i r m  % ftrif
i f t  f v q T  I  (ft  t  i r m r  ^  f«p

2 ^  « n f s r  *p ff ? t
I  ? rft ^  ^

^
^  ^  I  f
^  I  ?ft
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^  <ft

5=r̂  i

^ 1 2 %  ( 2 ) n
^  »WT t  f% 9rRTT rft ?nm  ^
¥^>*n w It 5 1̂1,

w k  'Terrr^ ? > n  i t  ^nmrrr 
ftr 3ft ^Tsrmij JTift I,

«ft ?r*TF5T IT^
T^?TT «r§5T »T5rfT |  I

JT^w f *r  w\̂  ^  sr^9T i f  
% ^ z n  ^ r m  |  ? iV t ? n ft  

?T'Ttrr?T > it «!ft I 5ft ?n%
^'r»r I ,  >T5nT c fft%  ^  ^  tj?r

5 ft^  t ,  I
Jr?:r |  f t r  ^  ^ft q g r

ft>JTT ^ ra r  t ,  ?trt^
^^?TT 5 ft r  3ft ^TTJTt ^  I ,

^  ?r*rr^ =5nf^ i 5m r^
^ *T fn  ! tVt  ?T»n3r^T^ ^  wtct |

5> 5T»T ^f ?T»TT SHTT
^  ? ftT  1 ?rrer 10  ^ T

2 5 q W ^ 'T J T T fiT 5 r 3 r T i r 5 ft l T ?  s ( f t t ? T ^  
?rrT7:«ir ^  |  i t  t
f3T7 JT^Tff i f  ^  ^rniTT I
?ft?: ? r m  s ftr^ rrf^  t ,  « ft  
^ 'T F '^  ^ n l^ ir  I r r ft%  ^  ^*t

<T<t% ^  3TT ^
^  t ,  9rT?R ^1  fT  cTTf %

wrr ^  = ?rf^  i 'r f r ’snr % 
« T ^ , ^ ? ? f k f ^ « p % ? r T ' f t  »n5fr?TW ?r 

5twr i?rr i

a r ?  % 3ft T ^ T  nJTT I
^ * f t  f> » n  3T^ fjr^TTT 

irn t^ft I f P t j t k  ^  ?r»Tr<r 
^  ^  ^  ?ft T ^ rJf 5ftn  f i m v ^, ^ T f r n t t ^ t ^ r 5 i T * p i ^ t

S t T  ^  T f T  t ,  f i R f t  ^  f  ®
I t  I % TT W?ft a ft %  f5w?5T t  f v

3ft f e n  I  ftr 2 W  ^  VTAfk
5Tlft T ^  ?^r ^  fT5rr T̂RTRT

I

?nr»r ^  t  = ^rp r f% f^rw *f^'t
3Ti' STTHTt % f ^  «ft t>?n ^  ?T9ft«J^

5m  1 fT  s r ^  if m crrt | ,
??l%  M H til ^  ’H ’ >wi ? T ^  «(^ d l ^  I 
J t t t  I  f«P ?-?r ?rT5 3ft'sr^

^  t ,  ?HTF?r T̂T?rT ^ T f ^  I

?TT% w  f^^TT % T̂«T #  '^ r r ^  f, 
ffT 5 t ^  ^  ift ?r^sr »rf t ,  ^

Tf Ht ?rtT ?TTr?t «fr
^?T T  ^TTI^ I m  51̂  ^  ^

V .^  iTft?^ 5ftST I

?i3  TrFrar; f  •? :
tjqrsiTST ??T

Sf fsTrT ^  ^ci4 %
; ^  i ,  w i f ^  5TT%

’tnr-JTR^ % s ^  if ^  irT5 «?t^
t  I ift 'R

! T ^ f ^  'T ^  ^  ?TT-5n^
!p rT -? n ^  I  I f r o ^ ’ rftJT %
<<rMHH ? m t  TT3r:ft% îftT ?H% «TT- 

^  ? t ^  I  I

fsw  ^<«t»r< % ^«T if 9TTR ^  9T?r?T
?^T 5 T*T if ^  fjjfTj, ?ttH7>

T t f ^  m  ??rnft f t  ^  ^<'in< ^
^fd 't'd l ^  'i<-*fl'i >T^ ^  3TT t '̂f'cTt ^  I

IT? ^>T ?TT ?m-9rT?^ I ,  3ft iR eit ^  
^fai>dl VhTW ST̂ lf̂  f>T 5 ' ^  
>^»TcrT|?j*TnTJftJTf^#^^ itsF 
^  f%' JT? ? n f^ ^  ^  ^  «iin+
5T^ | ,  ^rrrrftnp ?t n :  11
3ft ?nn3r % sift ^  if

I snT~9rT^  ̂ ^rr ^itt 
t  ? s^r s m r  ^  3j«it ^  it r ^  % 
jn^t?r ^nriT if ^  ^’srr 3w  tn lT nr



Prize chits and N C A ^ M B E K

[»To T n n f l  f n f ]

^  i f  ^  ^  

?TT5TT TfT «TT I ^(TTT^m T̂ f s f u f t

f c p ? ,  %(\X W\Z<\
^  ^  jn% n?id'ft t'<d>-<̂ <ni ^  sW fW f
^'T f R  UTOn I f^ r fk tr  

^  ^  ?5rr»M JT>T
fe'^T 1 1 fsr^r s r ^  ̂  ^ s p t
?TT!E TTf^firw, Tfsnftftr % y 6zrr?jft^rrtri, 
^  3-m ^Pft sft, ^  ^TfTTT %
?r=-7-5rT^ r̂ wt iq-eirm ^>r%
!RT 5Tirm f%^i t  I

f i r  ? i w  t  »i^T
??r *r f  5  ? rk  f^ J T  ?fr^

5p‘r t  I T=rf'=rrr ? r ^

f>=n f% f  *r fTJiT^ w:t ^ 'n r  ? rk  ^nnri 
5ITTW ^JTTtn 3̂TPTT ^TT̂ fT ^
»ft 5ITfH'=T ^  P=nTT HTTT I ’TWt |  f%
1% ^  srr •H-’.+i'j % ^TRTj w^wrr, f r  1 1  

^  ?RT WTfrrff ^  HTHfnrf 

=T=rft 1 1 T m  'j?=rTT t-
ITfT M i r ^  TT^ rft ^  ^TT f̂T ^  

t  ? fHfTTT -Mv+iJ ^ 't wn-sr
% *mr fTT5!r sbY’’ ^^trt  far^
% » r i ^ - j  ir  ^

^TJ^n ^tt̂ tt I

jT ^  7 ^  5T??T ?T*T?T̂ T

1% »T +^p) 5^% WT%, ejrc't- TfsfFTX 
^-.-# ^  5r>T f̂rT% ^

% f̂ T̂ T '-(ft ^  5q^«TT f m t  = ^ 1 ^  I

iTf % n^^T >  I ,  W t1%  f  %

f f ^  frprT % ?TTT 3ft w srt-

'TT3R' s'lai ^  ^  % nfd4> F̂ TF’Czr ^

^  t  I ^  ^
s r f i r ^ T  ?nnt?T f t  ^  ^

T T ^ 't%  5T4 ? 'TT i t  T ?  J»r?: 5 ftn t

% f tn r  srrctt^Tirr % ^httt jht 3rr?ft |  i

t  ? i f ^  *T T c^  ^r ftrw  insft 

4 i  w n ?  f r  »ns 5ft T w

^  ^  %fvsT ^  J#t?T ^  ^

> d i n r  m 7 < t  s f t r  ^ ’Tiift m f r  

TT «ft s r f tr^ s r  ^ n r r r r  ^ r f ^ ,  f V f i t  

«r^ftHMH % f tn r  qfr«nT  ?ftT 5 ^ ^ < t  ^  

^  ?«TT^ ? rf t f t m  1 1 'EPTT Jr m z f r i r t  

?ft7  ? ; r n f t  T f^ft, rft * R tir

«PT ^nn%  % ?flT ir^^F! srr^-

% %tT ?T n n  ; r f f  rt.»ft 1
I  f% 5ft 5piTT% ^TtTT I  arf I

^JiTHi f ®  ^  I ,  n w  Jf 

?JT% t r ^  g ^ ' t  r t r  ?F^ H^smfd

*nr I SPPTT 9Pt 5 ^ q f T ? m T  sfTT

lft5JT^TTf'terT |gr? ^% f?T T r^ lift »ft 
?T5O T ? r ^ g > T | l  H f ^ T ^ -

fjift^T ?nrF5T ^nnr ?rtT

>PT>TT it «TT r^+1 + l ?TT3r
T?T I I f f  flr 'T ^  ^  gi5T t  f*P

?*rit ^ ' i f  5TTf«r^ ?TT'<T t  I

THT^ift % W T  it ^?ft it T 5TT 
f ^ T T  i t  ^ 3 f r  WTT IT^ ^ T  ?5P15T 

f5TT «TT I 5rr3T «ft f l  ^ t  |

fsR- ^ 't qHT ?nRTT I  f ^  ! i w  ■’-R T ’Tnr 

^  ^ r ,  ^  q'TT^ ^  ? i f tT ,

'TOff »T5PT?r JTT fsR ft ^

»3rftt I ^  ?TT ?rft, % f ^  ?TtT 3T»If't

¥ t  f t r ^ ' t  ^  » lT t?^  I  I iT»r?TT

^  ^  ^  r<5«l l<n I

>nn I  I

30, 1978 money circulation 3^4.
schemes (Banning) Bill

f ip t  it ^  ^Ft
5T*ft?^ ^  ?ft IT  ̂inW5lRi ^  y>^T*J
% irraTT 'tt ^  s"?T>Tr
f > f t  I s n i f h m  SPT SfspTT

’TTfwtf'?^ *17 ^  "ff *rraTT ' r

f r a r  t  ^  ^  I  I

TTPm j  ^TfRTf «PT = « r^
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’P5T s ^ t ^ 4 i ^  ^  • ^npftfhi ^r



g rfN v m  ^JRTT *nif % s n r  |  
? fk  ^  i  ft? ^  ^  
^  ?nT<T  ̂ f i | ^  I

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

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

I am not agreeable with the second 
part of his statem ent—^where i t  is 
complete lottery. Of course, M r. Jam es 
Raj, w ith his experience in the bank
ing field would have understood this 
difficulty th a t they were not getting 
those funds for their deposits like 
Unit Trust. But they have fcdled to  go 
into the other question— t̂he question 
of people’s requirem ents in  the rural 
areas. The chits in small villages are 
not prize chits. Some 20 or 30 people, 
joined together, contribute a portion 
of their savings month-wise or week- 
wise, and the first man who is lucky 
enough to get the first tu rn  in the auc
tion gets the  share. If  20 persons, 
joined together, put Rs. 20 each, the 
amoxmt comes to Rs. 400, and the 
^ a n  who gets Rs. 400 in the first 
month, has to. continue paying his in- 
*ta9menft8 till all othera get their turn.
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I t is not completely a lottery. For 
conducting this, the management used 
to collect a commission of, say, Rs. 
5 /-. When this got some impetus, some 
big people got involved in it. They 
wanted to cater to the needs of big in
dustrialists and they suggested Rs. 
500, Rs. 1,000 and like this it went 
upto Rs. 1 lakh. In any field, you have 
some bad elements also. Some people 
got in and suggested this kind of prize 
system. For this the Government of 
Tamil Nadu, some years back, and 
subsequently the Pondycherry Gov
ernm ent and the Kerala Government, 
passed Acts to regulate these. He is 
saying that these m ust be regulated 
by the State Governments or the Acts 
m ust be repealed completely. I fail to 
understand how this is going to solve 
the problem of the needs of the soci
ety as it is constituted now. The 
Janata Government may say tha t the 
entire janata is w ith them, but they 
have failed to see the feelings of the 
Janata in this connection.

Secondly^ Sir, you are giving very 
large powers to the police officials, our 
country is full of villages and small 
hamlets and in those places the incha
rge of the police station is a Head 
Constable or a Sub-Inspector. Now, 
through this Bill he will have the po
wer to enter into and take out the do
cuments and things like that. You 
have made it a cognizable offence. B ut 
I would like to say tha t you are trying 
to check it by giving a very bad ^'^a- 
pon in the hands of the police.

Further, Sir, this evil is only in the 
cities and not in the rural areas. I 
may also say tha t in North it is taken 
as lottery whereas in the South it is 
not that. People especially during the 
time of agricultural needs join together 
say th irty  or forty^-and pool the re
sources. They are very honest people 
So, I w ant you to consider that you 
cannot simply ban th e  entire 
prize chits. If you ban in 
one line and give powers 
to the police as if it is a crime like 
murder, then this will be a very dras
tic i n j u r e  which may affect the verr 
needs of our people in the rural areas.
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With these coments, I do not say I 

am  opposing the  Bill, we are  agree
able to the evils explained in the 
statem ent of objects and reasons but 
I would like to say tha t the  solution 
is not correct. i  would like the hon’ble 
M inister to take up the m atter and re 
gulate the Bill by which you can 
control it. The very idea of prize 
chits has developed from ‘chitties’. It 
is called ‘prize’ because the man who 
is contributing a portion will get the 
chance—it can be either first, second, 
third, fourth or the last one but he 
w ill continue the contribution to the 
last. As per this Bill you take it as 
coftiplete lo ttery  and at the  same 
tim e you are not prohibiting the State 
G overnm ents to continue with the lot
teries. I am sorry to bring to the no
tice of the hon’ble M inister that there 
are lot of complaints against our pub
lic organisations, such as, LIC, etc. 
So, I would like to request the hon’ble 
Finance Minister, to take note of the 
problem s of the small men and look 
into it.
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PROF. P. G. MAVALANKAR 
(Gandhinagar) Mr. Deputy-Speaker, 
Sir, I welcome this Bill. I only wish 
the Hon’ble Finance Minister and the 
new Government had come forward 
with this Bill earlier than  today, be
cause the new Government had come 
w ith a promise for betterm ent of the 
weaker sections of the Janata in gene
ral, commoners and common people 
in particular. If tha t was the  objec
tive, I do not know why the Raj Study 
Group recommendations which w ere 
there from June 1974, had to wait all 
these years. All the same, it is never 
too late, and, it is better late  than  
never, and therefore, I  welcome this 
particular Bill. I welcome it because 
of several reasons. First, many 
friends have already spoken of this 
Bill tha t it gets rid  of one of the worst 
social evils and economic exploitation 
this country has seen in recent years. 
Sir, this operation of Chit Funds nee
ded a lot of control and curbing and 
one wonders why the successive Gov
ernm ents went On allowing, not only 
at the federal level but a t the State 
level, this kind of exploitation. It is 
a natural desire get extra money 
somehow, anyhow, if possible through 
some kind of gambling. That instinct 
has been there in hum an beings. In
stead of regulating tha t thing, the 
Government at the federal level as 
well at the State level, went on en
couraging this! Therefore, I hope tha t 
it is only the ftrst m ajor step in the



which I see from  the laym an’s point 
of view will be filled up by further 
legislation, if necessary on the same 
lines and in the same direction.
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righ t direction and the Hon. M inister 
w ill come forw ard and see to it tha t 
fu rther stringent measures, legislative 
a- well as regulatory in terms of ne- 
ctssary rules and regulations will be 
taken by him and the Governm ent so 
tha t th is is put an end to once for all.

Mr. Deputy-Speaker, I am glad th a t 
the M inister’s Statem ent of Objects 
and Reasons is very well worded and 
puts the m atter succinctly. In this con
text, he refers to the Report of the 
Raj Study Group which was subm it
ted in Ju ly  1975  ̂ I quote:

' I n  its report submitted to the 
Reserve Bank in July  1975, the 
Group observed that the prize chit/ 
benefit/savings schemes benefit 
primarily the promoters and do not 

serve any social purpose.”

I think nothing is more true than this 
and th a t is w hy I am wondering why 
we should have taken lime in order 
to understand this. Now, Mr. Deputy 
Speaker, you will see w hat the promo
ters do. W hat have they been doing 
all these years? They are not only col
lecting small am ounts from  a large 
num ber of people but they give the 
prizes to a fraction of people from 
whom they have taken the collections. 
Therefore, it is not even a prize. I 
am not here to go into mathematical 
calculations. If a promoter collects 
from  500 people a certain monthly 
instalm ent of a certain small amount 
of one rupee or five rupees, then over 
a period of five or 10 years, he will 
collect m ore than  enough to get back 
his money and the people who have 
been paying w illingly and regularly  
all the time would get only fraction of 
it by way of prizes or benefits. So, I 
feel that the Bill is in the right direc
tion. But I am an expert in law  mak
ing to point out lacunae in the Bill. As 
a lay man, as a Member of Parliam ent, 
plus the Law Ministry. I do not have 
I  can look a t the Bill. The M inister 
gets the assistance of his M inistry 
either, but I hope that the lacunae

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

“Prize chits would cover any kind 
of arrangem ent under which m oneys 
are collected by way of subscrip
tions, contributions, etc. and prizes 
gifts, etc. are awarded. The prize 
chit is really a form of lottery.’'

Sir, I am glad that this point has 
dawned upon the G overnment tha t 
these Chit Funds are nothing but a 
kind of lottery. All life is lottery, of 
course! There is an element of gam b- 
link in every thing. Whore we go and 
what we do is also a part of 
gan'ibling, perhaps, but that is a 
matter of natural destiny and what
ever comes by way of our natural des
tiny, we accept that, but w hatever is 
[gambling in terms of human instinct^ 
should Government and should social 
legislation and should social sanction 
and should public opinion encourage 
and promote these .elements of gamb
ling'’ This is the question to be asked.

1 am glad that this legislation is 
step in the right direction in which the 
Government is now telling, and the 
Parliam ent is also telling the people 
that gambling, though natural, is not 
necessarily justifiable. It is a natural 
instinct like many other natural ins
tincts, but this instinct has to be reffu-* 
laled, curbed and controlled and, there
fore. let the Minister go ahead w ith 
policies and programmes of habits of 
small savings, habits of thrifty habits 
of economy, habit of putting part of the 
little money that a small farm er or a 
commoner earns in small savings. The 
fixed wage-earners, the middle claSf 
men in the urban areas all should de
velop habits of saving, w hatever they 
can. Even if a  man getting Rs. five per 
day can save tw enty pase per day and 
use that in Goyemment national saving
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scheme or some kind of other saving 
scheme, that would be indefinitely 
greater in benefits. and indefinitely 
deeper in terms of benefits to him and 
the community than all the chit funds 
and the benefit companies that are 
giving all kinds of prizes in lotteries.

The whole point is that poor people 
and the middle class people have been 

continuously at a loss. I am ashamed 
to admit that some of us, knowingly or 
unknowingly, have been perhaps a 
party to this kind of situation wherein 
promoters come in the name of helping 
the poor, hospital or other services etc. 
and, therefore, some of us, willingly or 
unwillingly, I would say, knowingly or 
unknowingly—but some of us complete
ly unknowingly—habe lent our bless
ings and good wishes to some of these 
promoters because they said that they 
would take small amounts from the 
people and the money that is collected 
would be used for hospital or other si
milar purposes. All that is bogus. The 
promoters are exploiting the ignorance, 
the poverty, and as I said, the natural 
gambling instinct of human beings. All 
these people are exploited by the pro
moters, who are clever people, and they 
and their family members amass, grab 
1he lion's share, rather much more than 
that. A paltry sum is distribution 
among fifty or hundred people out of 
one thousand, two thousand or five 
thousand persons who contribute the 
whole fund. I feel, we must put an 
end to it.

I wonder, if Shri H. M. Patel would 
recall that in G ujarat particularly, 
there have been, I am sorry to say, a 
large number of such benefit compa
nies. They were not, in fact, benefiting 
anybody except the promoters and I 
have gone on record in asking several 
questions in practically every s e s ^ n  of 
Parliament on the steps to be taken by 
the Government to see tha t these chit 
^und and benefit companies are put an 
end to. Shri H. M. Patel will recall 
that in G ujarat—I do not w ant to give 

1̂1 the names—there are companies
Santosh, Vijaya Bond and many 

others. The fact tha t I am giving only 
two names does not mean that there

are only two, there are many more in 
Gujarat and still more in the whole 
country. All these need to be effective
ly controlled and curbed and banned. I 
am glad that necessary steps are being 
taken in this direction. I hope the Min
ister will see to it that the operation of 
chit fund companies which has been 
going on in this country for so many 
years is properly controlled. In fact, 
one might say that the tribe of chit 
funds has been increasing in geometri
cal progression, one after the other. 
This was because there was no social 
law, no control and no legislation. The 
Reserve Bank was helpless and the 
banking operations were helpless and 
the people and the public opinion were 
unfortunately helpless. I am glad that 
the public opinion, the people and the 
Parliament have been awakened to the 
problem and the challenge. Let us hope 
that the Government will go further in 
this direction in greater detail so that 
if there is any lacune in this bill, that 
is removed, public opinion is created 
and Government sees to it that instead 
of the people going to these chit funds 
and lotteries, they think in terms of 
hard work. Sir, as a m atter of fact, 
unfortunately, in our country, hard 
work is never rewarded. People who 
work hard do not get any reward, no 
m atter in whichever walk of life they 
are. What we want is more hard work 
and more hard work to be rewarded 
more and not giving some prizes to a 
few gamblers here and there by throw
ing chits and prizes. That must stop 
and people must know that hard work 
is the only way through which to be
come prosperous in terms of the wel
fare of the individual, in term? of the 
good of the families and in term s 
of the strength of the State and of the 
whole country. People should work 
more, and do more hard work. If that 
is so, all aspects and avenues of gamb
ling and other forms in which lottery 
is there and easy money, quick money 
and cheap money is there, all that 

must be eliminated altogether so that 
only hard work is rewarded. The peo
ple may be rewarded through habits of 
small savings and such other proposals 
which, I am sure, the Finance Minister
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w ith his expert knowledge in banking 
and financial operations will be able to 
bring forward. Through them, he can 
enable the poor man, living even in a 
jungle—not to talk only of urban areas 
—country-side and far-off places to 
obtain such rewards by encouraging 
habits of small savings and th rift in 
him and, by using the funds so created 
for national purposes.

It is from these angles tha t I warm
ly welcome the Bill. I only hope that, 
though he could have done this earlier, 
at least now he goes faster.
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SHRl H. M. PATES^: I am  glad that 
th is  Bill h a t received virtually unani- 
inous support. One hon. Member criti
cised it and said th a t the Bill would hit 
the small man, villagers and so on. 1 
am  afraid tha t perhaps he has not given 
lu ll thought to  w hat I said in my 
initial observations, tha t this is to be 
followed by another Bill which will 
deal with conventional chit funds; 
those were the ones which my hon.

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

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

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

MR. DEPfUTY-SPEAKI^i: The ques
tion i s ;

'That the Bill to ban the promo
tion or conduct of prize chits and 
money circulation schemes and for 
m atters connected therewith or inci
dental thereto, be taken into consi
deration.”

The motion was adopted^

MR. DEPUTY-SPEAKER: Now we 
take Up clause by clause consideration. 
Clauses 2 to 1 1 .

The question is:

“That clauses 2 to 1 1  stand part 
of the Bill.”

The motion was adopted.

Clauses 2 to 1 1  were added to the Bill.

Clause 1 2— (Transitional provisions,) 
Amendments made:

Page 6, Itoe 45,—

for “or document” substitute— ‘‘or 
arrangement** <2)

Bage 6, line 47,—

for “shall refund” substitute— 
‘̂shall, w ithin such period as may be 

prescribed, refund” (3)

MR. DEPUTY-SPEAKER: The ques
tion is:

‘•That clause 1 2 , as amended, stand 
part of the Bill.”

The motion was adopted.

Clause 1 2 , as amended^ was added to 
the Bill,

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

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

The motion was adopted.

Clauses 13 and 14 were added to the 
Bill.

MR. DEPUTY-SPEAKER: Clause 1. 
The question is:

‘‘That clause 1 stand part of the 
Bill.”

The motion was adopted.

Clause 1 was added to the Bill.

MR. DEPUTY-SPEAKER: The ques
tion is:

‘‘That the Enacting Formula and 
the Title stand part of the B ill”

The motion was adopted.

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

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

“That the Bill, as amended, be 
passed”:

MR. DEPUTY-SPEAKER: The ques- 
ticn is:

‘'That the Bill, as amended, be
passed.'’

The motion was adopted.


