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BUSINESS ADVISORY COMMITTEE 
Forty-seventh Report

Pandit Thaknr Das Bhargrava (Gur> 
gaon): Sir, I beg to present the Forty- 
seventh Report of the Business Ad
visory Committee.

FLOOR AND CEILING PRICES OF 
INDIAN COTTON

Mr. Speaker: There are a few 
minutes more.

Shri Kamath (Hoshangabad): If the 
hon. Minister is here, I shall take up 
this discussion straightaway.

Mr. Speaker: One hour is allotted 
for the discussion. How long would 
the Minister like to take?

The Minister of Finance and Iron 
and Steel (Shri T. T. Krishnama- 
cliari): I do not think that I would 
like to take more than ten minutes.

Mr. Speaker: All right. The hon. 
Members who want to take part in the 
discussion may rise in their seats—I 
find three.

Shri K. C. Sodliia (Sagar): My
name may also be included.

Sliri Kamath: I would take ten to 
fifteen minutes.

Mr. Speaker: The hon. Member may 
also continue to stand. All right. 
The time will be restricted accord
ingly.

Sliri Kamath: Sir, By your leave, 
I am constrained to raise a discussion 
on a shady transaction which was in
dulged in by the Government with 
rather dubious motives—a transaction 
detrimental to the interest of India 
and detrimental to the large mass of 
our people. Sir, the discussion pro
ceeds or arises immediately out of 
certain very unsatisfactory answers 
given by the Minister of Consimier 
Industries, Shri Kanungo, on the 5th 
of this month. He pleaded a unifor
mly negative answer while replying 
—a imiform no, an ignorant no—to 
the supplementary questions that 1

put on that occasion, on the 5th 
December. He did not know whether 
the price ceilings fixed on cotton 
were altered last year. Nor did he 
know whether certain observations 
had been made by the former Com
merce Minister’s colleague in the other 
House— t̂he Rajya Sabha— în the 
course of the discussion on the Indian 
Cotton Cess (Amendment) Bill, 1955.

17.57 hrs.
[P andit T hakur Das B hargava in

the Chairl

At the beginning of the cotton sea
son, the ceiling was fixed at Rs. 840. 
Suddenly on the 23rd December, 1955, 
the Government closed the forward 
market against the imanimous advice 
of the trade represented by the East 
India Cotton Association and the 
market was reopened on the 7th of 
January, 1956. For two weeks the 
market remained closed and on 
the reopening of the market, the 
ceiling was reduced drastically from 
Rs. 840 to Rs. 700, when the prevail
ing ready price was much higher, 
was anything between Rs. 740 and 
Rs. 750.

There are two features to this in
comprehensibly odious transaction. I 
use the word deliberately. One was 
that the ceiling once fixed was drasti
cally reduced below the ready price 
on the reopening of the forward cot
ton market. Secondly, the ceiling was 
applied with retrospective effect, a 
thing which has never happened with 
any other commodity and perhaps in 
no other year. The Forward Market 
Commission issued an order to the 
East India Cotton Association Presi
dent under the bye-laws to close out 
all forward contracts and further that 
the old contracts already made even 
at Rs. 745 or Rs. 750 should be re
garded as having been made at Rs. 
700 and settled at Rs. 700. Irrespec
tive of the price at which the con
tracts were made, even if the con
tracts had taken place at a liigher 
price, he was asked to treat it as 
having been made at a lower price. 
Tlvs is an arbitrary, wholly incom
prehensible—I would not use the 
strong term villainous—and odious
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[Shri Kamath]
* action. The contract proved to be a 

dead contract because the ready prices 
at that time were much higher, and 
therefore an artificial selling was 
ordered at a price at which no tran
saction could take place.

Various reasons were given for this 
action by the Grovemment. They 
could be summed up in three different 
ways. It was said that this action 
was in the interest of the trade, se
condly in public interest and thirdly 
in the larger interest of the economy 
of India. This was an amazing and 
fatuous plea. Today I come to the 
House with a categorical demand. I 
am glad that the former Minister for 
Commerce and Industry is also here. 
This is my categorical demand. Whom 
did it benefit? I want to know that 
because, according to Dr. P. S. Desh- 
mukh, the Minister for Agriculture, 
who, speaking on this matter in the 
Rajya Sabha on the 17th February, 
said—I am reading from the script:-—
18 hrs.

‘*I would not like to go into
details of what happened in the
Government.”
Probably, he did not want to dis

close the Cabinet secrets and aU that.
An Hon. Member: He is not a 

Cabinet Minister.
Shri Kamath: But he is invited to 

Cabinet meetings. Then, ‘I t  is not 
proper for me to say all that.” That 
is all very well, I quite understand 
that. “But” he says—that is a very 
strong “but”—“I can safely express 
my sympathy so far as the growers’ 
prices are concerned and, if it was 
necessary to act in the manner we 
have done, I am sure the Minister for 
Commerce and Industry”—the former 
Minister, the new Minister was not 
here at that time and, imfortimately, 
the former Minister is here with us 
today—“must have had strong reasons 
for the action he took. It is 
for the hon. Members to judge 
how far the Commerce and Industry 
Minister’s reply satisfies them.” This 
is very curious. He did not whole
heartedly endorse the action taken^by
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a colleague. It was for the Members 
to say how far it satisfied them. Then 
Dr. P. S. Deshmukh said:

“But I am always in favour of 
the grower getting higher prices, 
and the more so because this year 
the cotton grower has really been 
ruined in many parts of India be
cause of excessive rains.”
Then he ended by saying:

“The cotton * grower really 
suffered much and my sympathies 
are with him. He should have 
been permitted to get the highest 
possible price.”
Then he says:

“But the Minister for Commerce 
and Industry took a different 
view.”

There again his view is different 
from that of Dr. P. S. Deshmukh. 
Shri T. T. Krishnamachari, the then 
Minister for Commerce and Industry 
took a different view “because of 
certain happenings in Bombay” . The 
ex-Chief Minister of Bombay is lucki
ly with us and he knows more about 
Bombay than the former Minister for 
Commerce and Industry. “I am not 
very much conversant with it at pre
sent; that is for him to judge, and it 
is for hon. Members to judge.” Said 
Dr. Deshmukh.

The then Minister, Shri T. T. 
Krishnamachari, speaking in the 
course of the debate on the Indian 
Cotton Cess (Amendment) Bill made 
this observation:

“If the House is really interest
ed, when the case is clear I shall 
be certainly prepared to let the 
House know the full facts of the 
situation more than what I can 
explain now,”

That is on the 17th February. Then 
he said:

“About why the price was fixed, 
on the basis at which it was fixed 
at present I am unable to say con
sistent with the traditions of this 
House.”
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Of course, Sir, you know the tradi
tions better than I do. Then he says:

“I do not wish to say anjrthing 
more in this matter.”
It is "‘consistent with the traditions” 

of the Upper House. Since then there 
has been no debate in Parliament in 
this matter and Parliament has really 
been at a loss to understand why this 
action has taken place.

Did it benefit, as it was supposed 
to do, the interests of the trade? Did 
it benefit the public? Was it in the 
public interest? Was it in the larger 
interests of the economy of India? 
On an earlier' occasion when my 
friend Dr. Ram Subhag Singh raised 
a question sometime at the end of 
February, the answer given was “The 
Forward Markets Commission were 
compelled to take the action they did 
to safeguard the interests of all con
cerned.” This is a very good phrase, 
a very evasive phrase “interests of all 
concerned”. I would request the 
Minister, the new Minister for Com
merce and Industry ably assisted by 
the former Minister..........

The Minister of Heavy Industries 
and Commerce and Consumer Indus* 
tries (Shri Morarji Desai): :Why not 
from him alone? he will explain.

Shri Kamath: It is for you to set
tle, between yourselves. I will be the 
last person to come in your way. But 
both are present here and it is rather 
helpful to the House. The one or 
the other may answer the questions 
I have raised, and I hope the other 
one who is not answering will ably 
assist the one answering.

Sir, I would only like to refer to 
one or two other matters before I 
close. As I said, the ceiling was 
drastically reduced from Rs. 840 to 
Rs. 700, when the prevailing ready 
price was much higher. In the first 
two months, that is to say, from the 
last week of December to the 
last week of February, growers had 
to sell cotton artificially at this low 

' rate because they could not help it. 
They had to sell at the reduced ceil
ing price. Dr. P. S. Deshmukh was

perfectly right when he said that this 
action taken by Government was defi
nitely not in the growers’ interest. 
The Forward Market, as you are well 
aware, Sir,—I should be the last 
person to try to teU you anything 
about the Forward Market, you know 
it better than I do—is the link to 
establish correct prices between the 
grower, the merchant and the mills, 
and as Government artificially lower
ed the price to this drastically low 
level of Rs. 700, the reaction of it 
was dramatically felt by the grower 
when he went to market his produce.

Now, our Government, animated 
by the desire to bring about a wel
fare State is, day in and day out, 
season in and season out, always say
ing that they are acting in the in
terests of the cultivators, the kisans, 
the producers, the growers and the 
consumers, who form more than 90 or 
95 per cent of the people of our 
country. I charge them, I wouM 
accuse them, the Government, of hav
ing acted on this occasion in the in
terests of a favoured few, a privileged 
few, and not in the interests of the 
masses of India, not in the interests of 
the producers of cotton, not in the 
interests of consumers, not in 
the interests of the trade. And the 
Minister acted with ulterior motives, 
dubious motives, motives which were 
not calculated to help the producers, 
the growers, the trade or the mills.

I would like to know today, there
fore, categorically from him, I would 
like to have a categorical answer 
from him, which he had withheld in 
the Rajya Sabha because the time 
was not opportxme, conditions were 
not auspicious,—^propitious or auspi
cious,—on that occasion—the Minister 
is smiling, the new Minister, I do not 
know whether it is just a smile or a 
knowing smile, he may clarify the 
smile later on— Î would ask the Minis
ter, both of them, to tell the House 
of the conditions in Bombay on the 
basis of which Shri T. T. Krishnama- 
chari said on the 17th February this 
year tljat the Government was com
pelled to take the action they took.
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[Shri Kamath]
One more fact, Sir, which I raised 

on the last occasion last week, and 
to which Shri Kanungo gave a reply 
“No”, an ignorant “No” . He said he 
did not know.

Then I asked this question:
“Is it a fact that on November 

29th, only a few days ago, the 
Finance Minister (i.e. the former 
Commerce and Industry Minister) 
ssdd that the price of cotton in 
Bombay, that is to say, of the 
Vijay cotton—which is one of the 
varieties referred to in the state
ment (the statement was laid by 
the Minister on the Table of the 
House that day)—^which was Rs.
749 per kandy was reasonably 
good, whereas last year, he con
sidered the same price exorbi
tant and reduced it to Rs. 700, 
though the crop expectation last 
year was only 43 bales while this 
year it is 55 lakhs of bales?”
Mr. Kanungo, unfortimately, gave 

the blank answer, “I am not aware of 
the statement which the hon. Member 
has referred to.”

That statement was laid by him on 
the Table that day and he said, **I 
am not aware of the statement” . I 
will leave it at that.

I have, therefore, been compelled to 
raise this matter again, and I am 
sure the House will agree, my hon. 
colleagues will agree, that the action 
taken by the Government last year 
was in the interests of a tiny handful, 
privileged, favourite few. The House 

' demands today the answer from the 
Government who those few were. I 
hope it is time that we get a definite 
answer, when this Parliament, the 
supreme body demands it. I would 
close my brief remarks by asking 
again, in whose interest this action 
was taken to reduce the ceiling from 
Rs. 740 to Rs. 700 drastically with 
retrospective effect. That is the most 
dubious feature of the transaction. 
Who were those privileged few? Let 
us know their names. If their names 
are not given by the Government, I

have no hesitation in saying that the 
Government is acting not in the in
terests of the people, but in the in
terests of a tiny minority. They must 
desist from coming to the House and 
saying day in and day out, “we are 
working for a Welfare State” . Other
wise, “Welfare State” will become a 
mockery. I hope Parliament will put 
an end to this state of affairs and put 
things straight about this matter, and 
the House will compel the Minister to 
give a definite, clear answer to the 
question I have raised.

Shri M. S. Gunipadaswamy (My
sore); Sir, in my opinion the policy 
of the Government in this , matter has 
been very very enigmatic. It is being 
shrowded in mystery. Neither the 
present Finance Minister, who was 
the former Industry and Commerce 
Minister, nor the Food and Agricul
ture Minister has been able to clear 
the misgivings that have arisen as a 
result of this policy announced in 
December. 1955.

What are the reasons for this policy? 
Firstly, it is to control prices and to 
check its speculation in the market. 
Secondly, it is to protect the interests 
of growers. But by and large, the 
over-all objective is to guard the in
terest of trade and the larger interests 
of the economy of the coimtry. Let 
us analyse how far these objectives 
have been fulfilled by the sudden 
change of policy by the Government. 
The price fixed at that time was Rs. 
700. You must note whether this fixa
tion of ceiling at Rs. 700 proved 
effective to check the price trend 
which was in the upward direction. 
When the ceiling was fixed at Rs. 700, 
the ruling price was about Rs. 750. 
There was already a ceiling fixed at 
Rs. 845 and this new ceiling was with
in that ceiling. We expect normally 
that this ceiling would effect the price 
m the ready market and in the for
ward market. But let us see if it has 
achieved those two objectives. After 
the fixation of the ceiling, the prices
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in the ready market shot up consi
derably. It was then about Rs. 800, 
Rs. 100 more than the ceiling fixed 
for the forward market. Even in the 
forward market, all the contracts 
came to a dead end, because for some
time there was a total collapse in 
business and the forward market was 
paralysed.

The most imfortunate thing is that 
a small group of people got windfall 
profits. That might not have been the 
intention of the Government when 
they changed the policy, but neverthe
less the effect was there. A small 
powerful group of bears got a huge 
amoimt of money. How they got this 
amount is very interesting. They 
were able to get this huge amoxmt, 
because the ceiling was made retros
pective. In other words, all the out
standing transactions had to be settled 
at Rs. 700. Those who entered into 
a forward contract at Rs. 750 or Rs. 
745 had to settle their contracts at 
Rs. 700. Thereby, the bulls, the pur
chasers, were very much benefited and 
the sellers lost heavily. So, a few 
people who were well-placed had 
prior information and they benefited 
most out of this change of policy.

What about the interests of the 
growers? Let us know whether there 
was any protection of the growers’ in
terests. As my friend already pointed 
out, the growers were not at all bene
fited, though that was one of the 
objectives of this policy. Dr. P. S. 
Deshmukh has already supplied an 
answer to Mr. T. T. Krishnamachari 
in this respect; it does not require 
me to elaborate on this point. But 

, let me tell the House that the grow
ers’ interests were not at aU protect
ed and the growers did not approve 
the policy of the Government. I 
leam that the representative of the 
growers, who was in the East India 
Cotton Association, did not approve of 
the new ceiling fixed. Further, I 
learn that the Central Cotton Commit
tee passed a resolution or expressed 
an opinion, when Dr. Deshmukh was 
present, disapproving of the action of 

jthe Government. They categorically 
stated that the new policy of the 
Government was detrimental to the 
interests of the growers. So, I feel

that the growers’ interests have never 
been protected.

Secondly, as I have already said, the 
speculation was not stopped and the 
prices were not checked. After the 
fixation of this new ceiling, there was 
a spurt, a spiral rise, in prices in the 
cotton market, particularly in the 
ready market. So, the main objective 
for which the change in policy was 
made was not realised.

May I humbly ask the present 
Fineince Minister whether he carefully 
considered the repercussions, or the 
consequences of this change of policy? 
I want to know from him whether 
he had consulted the people whom he 
ought to have constilied in his Depart
ment; I want to know particularly 
whether he consulted the Textile 
Commissioner, and whether his opi
nion was taken. According to my 
information the Textile Commissioner 
was never consulted and the Textile 
Commissioner read it only in the 
newspapers. So, it was just announc
ed by the Minister. If I am wrong. I 
want to be corrected. If I am right, 
it is really a highly cond«nnable 
action.

Shri T. T. Krishnamachari: May I
ask if the hon. Member can tell the 
House if the Textile Commissioner 
himself told him about it— Î would 
like to know.

Shri M. S. Gampadaswamy: No,
Sir, not the Textile Commissioner. 
The Textile Commissioner did not at 
all tell me and I have no access to 
the Textile Commissioner.

Shri T. T. Krishnamachari: Then
how does he know about it?

Shri M. S. Gurupadaswamy: I came 
to know about it from some other 
gentleman. So, I want to be corrected 
if I am wrong. That is all that I say. 
I would be very happy if I am proved 
to be wrong.

Shri T. T. Krishnamachari: How
could I prove anything wrong when 
the hon. Member has no basis for a 
statement he makes? He does not 
say that the Textile Commissioner 
told him; and he wants me to prove 
something which cannot be proved at 
all.
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Shri M. S. Gurupadaswamy: I will 
be happy if my sillegation is proved 
baseless.

There is one other important thing 
which is in the background. . Who 
were the parties benefited, if at all, 
by this change of policy? Shri 
Kamath asked the same question. I 
want to ask the Minister whether a 
small group of people in the forward 
market were really benefited as 
against the entire lot of speculators. 
Even among the speculators, and the 
business community, there are a 
special few, a chosen few who €ire 
getting the most favoiired treatment 
at the hands of Government. In this 
particular case I take it I am not 
wrong if I generalise that a few peo
ple among the speculators who are 
very well placed in the matter of 
securing information, got the benefit. 
The tragic part of the whole thing is 
there is not so much speculation in 
the forward market; the most specu
lative element in the whole deal ac
cording to me is the Government 
policy itsell

People begin to speculate about the 
policy of the Grovemment, about the 
changes that are brought about from 
time to time. This is the most specu
lative element. Unless speculation 
about Government policy is stopped 
very effectively, I am afraid, the 
forward market or ^ y  market which 
deals with speculation and specula
tive activities will not be free from 
such evils; and it is not possible to 
free them from evils. So, I say that 
with a view to clarify the whole thing, 
with a view to know the truth of the 
matter, I would ask the House and 
the Minister concerned to agree to a 
Committee of enquiry being set up 
immediately.

It may be a Conmiittee of Parlia
ment or may be some other commit
tee wherein Members of Parliament 
may be associated. Anyway, a Com
mittee of enquiry may be set up forth
with to know the truth of the whole 
thing. If there is really o nothing 
wrong, if it is all a baseless allegation.

we will be really satisfied. But, let 
us probe into the whole thing and see 
the real truth. I feel that if such a 
step is taken, Government and the 
Ministry in particular, will emerge 
better. It would be good for the 
Ministry also to agree to this propo
sition. So I commend my suggestion 
for an enquiry into the whole matter.

Shri N, C. Chatterjce (Hooghly); 
Mr. Chairman, in the interests of the 
Government and the purity of admi
nistration, this debate should be wel
comed. Shri Kamath has made a very 
strong case. He usually makes a 
strong case. But, bereft of all rhetori
cal flourishes, if you look at the nar
ration of events and facts, you will 
find.........

Shri T. T. Krishnamachari. You
find that you can argue the case in a 
coxirt.

Shri N. C. Chatterjee: I am arguing 
no case. I am stating facts. Facts are 
more telling than speeches. Any 
Government should be ashamed of 
what they have done. I am sorry to 
say that the Grovemment’s bona fides 
are suspect. The sooner the Govern
ment clears up the matter and places 
all facts and figures before Parliament, 
it is better for them.

Look at the facts. We are complain
ing about a notification which was is
sued on the 24th of January, 1956, 
which ordered the closing of certain 
contracts at certain rates, which rates 
we say are not fair and which rates 
were really put down in the interests 
of some people, a small coterie possi
bly. Look at the facts. On the 22nd 
of December, 1955, the Chairman of 
the Forward Market Commission is
sued a directive from the Central 
Government to the President of the 
East India Cotton Association of a 
peculiar character. The order of the 
Government was this: the Board of - 
directors of the East India Cotton As
sociation should take immediate action 
to prevent the prices in respect o f  
hedge contracts in cotton for Febru
ary 1956 settlement from rising above
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” Rs. 700 per candy. This order is to 
the autonomous corporation that you 
must see that all these February set
tlement contracts should be settled at 
rates below Rs. 700 at least not ex
ceeding Rs. 700. At that time, undier 
the rules and bye-laws of the Asso
ciation, contracts had been entered 
into and those contracts had been 
going through the clearings from 
time to time. The contracts were 
then outstanding at Rs. 745 per 
candy. One of the greatest industria
lists, a man of great integrity and posi
tion, was the Chairman of the East 
India Cotton Association, Sir Puru- 
shottam Das Thakur Das. Sir Puru- 
shottam Das Thakur Das’s Committee 
met and they pointed out that what 
the Government had directed is not 
fair and proper, because, look at the 
facts. On the 22nd of December, the 
spot rate for desi cotton was Rs. 800 
per candy. The prices for hedge con
tracts in cotton for February, 1956 
delivery were between Rs. 737 and 
Rs. 748 per candy. Also the prevail
ing prices for hedge contracts in cot
ton for May, 1956 delivery were bet
ween Rs. 700 and Rs. 718. Therefore 
unanimously Sir Piirushottamdas and 
the Board of Directors said there was 
no case for artificially making some 
people lose money and for compelling 
these contracts to be settled at that 
rate. The rate was Rs. 745 and if you 
compel them to accept it or settle it 
at Rs. 700, they would lose Rs. 45 per 
candy.

One point should be emphasised and 
that is this. A very responsible officer 
of the Government is appointed and 
he has got power under the law to fix 
ceiling rates. The Textile Commis
sioner in exercise of the powers con
ferred on him under the law had fixed 
the ceiling rate at Rs. 840. Therefore 
the rate of Rs. 745 which was then 
prevailing in the hedge market was 
below the ceiling, and the Association 
said, Sir Purushottamdas and the 
Board of Directors said, that it was 
not proper to artificially inflict this 
loss on people and therefore* they were 
not going to do it. Immediately that 
was done, on the 23rd December the 
Central (iovemment suspended hedge

contracts in cotton and thereby practi
cally they were threatening the Asso^ 
ciation, coercing the Association to 
accept Government’s directive. The 
Board again met. Sir Purushottamdas 
and the Directors said that it was un^ 
fair that the Government should put a 
pistol 'at their heads and order th« 
suspension of all trading in that man
ner. They said that the Government 
might have a giant’s strength but it 
was not fair to use it like a giant. 
They again met and ,̂ discussed the 
matter, pointed out the facts and 
pointed out that the prevailing rate 
was higher, that even the spot rate 
was higher, and they said when the 
spot rate was higher it was not fair 
that they should order this thing to be 
done.

On the 30th December Government 
issued a second notification just to 
penalise the Association, teach the 
Board of Directors another lesson be
cause they did not submit to Govern
ment’s vagaries and whims and the 
Government again suspended the mar
ket for another week. There was thus 
a double suspension. The Central 
Government extended the period of 
suspension for another seven days. 
Sir Purushottamdas threatened to re
sign and resigned, and then the Board 
caved in and passed a resolution suc
cumbing to Government’s dictation. A 
suit was filed in the Bombay H i^  
Court challenging the legsdity of that 
resolution on the 6th January which 
was ultimately compromised on the 
24th January. And on the 24th Janu
ary the compromise was this, that the 
Board should meet again and decide 
it on merits whether they should sub
mit to Government or not, that tiiey 
should apply their mind and come to 
an independent judgment On the 
24th January they were to meet in 
terms of the compromise which was 
put in before Chief Justice Chagla and 
another Judge of the Bombay High 
Court, and on the 24th January when 
they went back from the court in 
order to hold this meeting of the 
Board, in order to arrive at a proper 
determination as to what should be 
don4, they were served with a noti
fication. The notification was that the
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[Shri N. C. Chatterjee]
Government had amended the by-laws 
of the Association on the 21st January 
by another notilicatio]^. It is an amaz
ing piece of executive action that the 
by-laws of the Association were 
amended by a notification, and by 
virtue of that notification Government 
assumed certain powers, and by virtue 
of the extraordinary powers assumed 
by them by that notification they is
sued the notification of the 24th Janu
ary saying that all these contracts 
should be closed at Rs. 700 and that 
should have retrospective effect.

I have got a copy of the notification 
in my hand, and it is a string of plati
tudes which makes it more suspect. 
It says:

“In pursuance of clause (1) of 
by-law 52(A) of the by-laws of 
the East India Cotton Associa
tion..........”
This by-law 52 (AA) was enacted, 

of course nobody knew, possibly by 
somebody in New Delhi and commu
nicated on the 24th January.

.1 hereby notify to you 
that the Forward Markets Com
mission is of liie opinion that 
continuation of trading in hedge 
contracts for February and May, 
1956 delivery is detrimental to the 
interests of trade, detrimental to 
public interest and detrimental to 
the larger interests of the economy 
of India” .
Therefore they ordered that all con

tracts should be closed on the 24th 
January, 1956 at Rs. 700 for February 
delivery and Rs. 680-8-0 for May 
delivery. This trinity, these triple 
expressions “detrimental to the inte
rests of trade, detrimental to public 
interests and detrimental to the larger 
interests of the economy of India” , are 
all surplusages, verbiages, mere eye
wash in order to convince the public 
that something noble and grand was 
being done. But, in fact, if you look 
at what happened, you will find that 
it is absolutely wrong to say that this 
was done in the interests of the eco' 
non^ of India.

What remains to be seen now la 
whether the declared objective—

assuming they are honest—of the For
ward Markets Commission—which, at 
that time, only meant the Government 
of India and nobody else— ĥas been 
achieved by the suspension of trade 
and by this forced fixation of the arti
ficial price of Rs. 700.

Take, for instance, contracts which 
were to come into force from and after 
25th January. At the time when this 
artificial ceiling price was fixed at 
Rs. 700, the original selling price was 
Rs. 840, as fixed by the Textile Com
missioner. The floor and the ceiling 
prices were there, and they were not 
infringed. And, as it turned out, the 
production during that year, as my 
hon. friend has said, was not likely 
to be more than 44 lakhs of bales, and, 
therefore, the natural tendency was 
for the prevailing market price of 
Rs. 747 to go up, and, therefore, by 
no stretch of imagination could this 
price be reduced to Rs. 700.

Again, what happened was this. As 
a result of this fixation of the ceiling 
price at Rs. 700, despite this fixation, 
the ready price continued to take a 
higher trend.

Now, with regard to its being re
trospective in operation, what hap
pened was this. We want to point out 
that even in respect of contracts which 
were already in existence until 24th 
January, 1956, neither the growers, 
nor the consumers nor the general 
public were benefited by the artificial 
reduction of the price from Rs. 747 to 
Rs. 700. All that happened was that 
only those sellers who had sold their 
stocks were saved from their com
mitments, and they were benefited to 
the extent of Rs. 47 per candy. But 
the buyers suffered a very serious loss. 
The East India Cotton Association had 
a number of members, and they were 
carrying out the business under certain 
vigilant regulations. By the closing of 
these contracts at artificial prices, it 
was only some section of the sellers 
and some section of the buyers who 
stood to gain or to lose. So, the whole 
thing was .done only to benefit a small 
section of people and not to benefit the 
consumers or the growers, for they did 
not benefit.
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Now, the pertinent question is this. 
Why did you do it? Who moved it? 
In whose interest did you act? The 
bona fides are suspect. They are to 
be cleared up. The sooner they are 
cleared up, the better will it be for 
all. And Parliament will be failing 
in its duty if it does not demand a 
full probe into this matter and make 
a thorough investigation.

Shri K. C. Sodhia: I do not know 
what reply Government are going to 
give to the points that have been 
raised. But at the time when 
the business in th forward mar
kets of the East India Cotton 
Association was closed, there was 
a hue and cry, and there were 
articles and articles on this question; 
and I happened to study the question 
well. My impression from what I 
read then was that the East India Cot
ton Association thought themselves to 
be the masters and the lords of the 
cotton market.

You Imow that the prices of cotton 
react upon the prices of cloth and if 
the prices of cotton are allowed to go 
higher, than even the ceiling rates 
warrant, then clearly it will be going 
against the interests of the vast masses 
of people who use cloth.

Now the East India Cotton Asso
ciation thought that they were the 
masters of the situation. Knowing full 
well that the crop of cotton was rather 
poor that year, they thought that they 
could raise the price of cotton as high 
as possible, from Rs. 700 to Rs. 740, 
then to Rs. 750, then to Rs. 800. That 
was a rise which no Government could 
view with equanimity. Evidently 
some action was considered to be 
necessary, and I think the Government 
did the best thing possible in the cir
cumstances.

You know that if the fadka prices 
go up, they react on ready prices. 
The ready prices were even higher 
at that time than the fadka 
prices. The fadka prices were allow
ed to go on rising. This had 
repercussions on the ready prices 
and on the cloth market; the prices of 
cloth began to go higher and higher. 
Therefore, it was but proper that the

Government, in spite of what the Cot
ton Association and its masters consi
dered improper or detrimental to their 
interests, thought proper to take ac
tion in the interest of the consuming 
millions of this country.

As regards the point that Dr. P. S. 
Deshmukh, who represented the A ^ -  
culture Ministry, said sometbihg 
which was in the interest of the agri
culturists, which happened to differ 
from the view of the Minister of Com
merce and Industry, that is but a 
natural thing. After all, the Minister 
of Commerce and Industry has to 
look to the interests of all the people 
of this land, while Dr. P. S. Deshmukh 
is only confined to agriculture (Inter-- 
ruptions) . Therefore, there is nothing 
to be wondered at in that.

I do not know about the charge 
against the Government that certain 
people were benefited by this action 
of Government. Of course, in fadka 
there are people on this side and on 
the opposite side. Of course, one set 
of people must gain. Therefore, those 
who were the sellers, gained while the 
buyers did not gain. That was a 
natural thing.

So I do not see anything very ex
traordinary or anything which m i^ t 
strike us as going beyond the ordinary 
limits that should weigh with this 
Parliament to go into the question 
again or to appoint a Committee or 
Commission to inquire into the matter. 
It is an academic question which has 
been prompted by certain big pe<^le 
of the cotton trade. My hon. friends 
opposite are pleading -their case and 
casting aspersions on the Government 
I considered this matter then very 
seriously and came to those conclu
sions, and I am stiH firm on those 
conclusions.

Shri G. D Soman! (Nagpur-Pali): 
I had no intention of taking part in 
this .debate when I saw this item on 
today’s Order Paper about the dis
cussion on the floor and ceiling prices
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[Shri G. D. Somani] ,
of cotton, because I never knew that 
the action of Government, which was 
taken about a year ago, was the sub
ject matter of today’s discussion. But 
being connected with the textile in
dustry, I claim to know something 
about what happened at that time; 
although I had no opportunity of 
checking up the details—I could 
gather only just now from the speeches 
of hon. Members that this matter was 

‘under discussion— still claim to know 
something as to what was happening 
in the market at that time and what 
repercussions would have been there 
if the particular action which was 
taken by the Ministry had not been 
taken. I am afraid that my hon. 
friends seem to have been very 
well briefed by somebody but do not 
appear to be very well acquaint
ed with the dealings of the For
ward markets. It is exactly the 
supply and demand position which 
my friend Shri Kamath referred to. 
The cotton crop last year was only 43 
lakhs bales and this year it is expect
ed to be 55 lakhs and that was exact
ly the reason why there was a great 
danger of the prices going out of cont
rol if no action had been taken. Those 
persons who were long in the market, 
those powerful bulls could certainly 
have taken the price to the ceiling of 
Rs. 840 in a few days but for the 
action taken by the Government. 
Therefore, to say that ttie action of 
Government did anything to benefit 
the few of the favoured parties is 
absolutely contrary to facts.

From my personal knowledge, I 
know that some of the powerful bulls 
were hit hard and adversely affected 
by the action of the Government 
inasmuch as they could not achieve 
their object of forcing the cotton 
prices to the ceiling in view of the 
very limited supply and in view of 
the very heavy demand from ihe mills. 
Such things are not new in the for
ward markets. Those people who 
come in day to day touch with those 
markets are well aware of thet re
sourceful genius of the speculators 
who are able to manipulate the prices

to suit their own end, and take advan
tage of the supply and demand posi
tion. At that time the supply posi- 
ticm of cotton in the market was such 
and so unsatisfactory that it was 
really very easy for those who were 
operating the forward markets to 
have forced the prices to a high level. 
It is only from that point of view that 
I wanted to make a clarification. 
Though we may not agree with the 
merits of the case or though we may 
honestly differ’ from his policy, there 
was absolutely no doubt in my mind 
that if no action had been taken by 
the Minister, there was nothing which 
could have prevented those specula
tive elements from taking the prices 
to the higher level that could have 
been permitted under the ceilings. 
Therefore, I do not think that the 
charge that the Minister’s action 
benefited a few of the powerful 
persons can in no way be substan
tiated. .

So far as the merits of the case are 
concerned, I say, one may have hon
est differences of opinion about the 
particular action which the Minister 
took. But, after all, the main and 
primary objective of the Forward 
Markets Act is to ensure the proper 
functioning of the markets and to 
save national economy, and the parti
cular market from undue advantage 
being taken by the speculators of the 
supply and demand position at a given 
period. From that point of view, I 
do not think there was anything 
mala fide or there was anjrthing of a 
nature which benefited a few persons 
in this action which Ministry took. 
I think, the acti<m, to some extent, 
helped to keep the prices under check, 
which ,was very essential from the 
point of view of national economy.

Shri T. T. Krishnamacbari: Mr.
Chairman, I shall now say a few 
words because I was in charge of this 
Ministry at the time this occurrence 
is supposed to hav% taken place and 
I am glad that my colleague has 
given me this opportunity to speak on 
this occasion.
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At the outset. I must express my 
gratitude to my friend, Shri Sodhia, 
who has brought an objective outlook 
to bear on this matter and who has 
been following this matter even 
though it is a year old now. I am also 
grateful to Shri Somani for putting 
the businessman’s point of view in this 
matter. I would like to tell the hon. 
Members that the question of the 
price of cotton, the supply of cotton 
etc. are matters which have been very 
closely followed by the Ministry of 
which I had charge some time back. 
In fact, in February 1955, the supplies 
were rather on the high side and the 
prices were dropping. I was almost 
ceasing my personal interest in the 
Ministry, nevertheless I had to go to 
Bombay and to buttress the market 
by allowing some export quota. The 
whole matter has been so carefully 
followed and so carefully looked after 
that we kept the prices at an even 
keel. But round about the end of 1955 
I think some time in November, the 
Chairman of the East India Cotton 
Association came to Delhi and wanted 
to see me. I think he came to my 
oflRce and told me that he was very 
worried about the market auctions. 
Auction dealings were rami>ant- and 
speculators were really getting hold of 

gthe whole thing. He said that Gov- 
^emment must act. I told him, what 

could I do? I said that unless the 
Association could help us, we could 
not catch or get hold of the people 
indulging in illegal auctions. He could 
not do anything to help us, but he 
said that we must take firm action.

Then came the squeeze. One point 
every discerning Member of the House 
like Shri Somani missed is this. Apart 
from the short crop, the speculation 
was on a particular type of cotton, 
where the tenderable quantity was 
very small—1316 Jarilla, the quantity 
which was available for supply 
against the hedge contract made was 
just a fraction. That is a point which 
hon. Members who have been briefed 
about it as my friend, Shri Somani 
said, have not been correctly briefed. 
The basic i>oint is not the floor or 
ceiling. The tenderable cotton of that

particular staple length was not avail
able and it was sold several t o e s  
over. Therefore, naturally it is a 
question of a free hunt for people who 
indulged in speculation to squeeze 
other people up. Circumstances were 
as my hon. friend, Shri Somani, men
tioned. The quantity of cotton was 
less. The quality of coton had 
deteriorated because of rams being 
non-seasonal. Altogether it was a 
fairly serious situation when the 
demand was rising, when more mills 
were being established, and it was a 
question whether the prices will 
reach not merely the ceiling but 
even beyond.

In regard to the question of floor 
and ceiling, hon. Members are not 
aware of the significance of it. The 
floor price of Rs. 495 has been fixed so 
as to indicate to the grower that if 
it went to that level. Government ^11 
enter and buy the cotton at the price 
of Rs. 495. The ceiling has been fixed 
so that if purchases are to be made 
beyond that, the Textile Commissioner 
will issue an order to the mills not to 
purchase beyond that price. Of course, 
there may be a few auctions which 
will happen underhand— ŵe know 
about it. In the case of floor, it has a 
direct connection with the grower. In 
the case of ceiling, it has a direct con
nection with the mills. This question 
of floor and ceiling is not a matter 
which î  something that my hon. 
friend l^ w s .

A second factor is this. While there 
is a hedge contract rate, the spot rate 
is different. The spot rate depends 
upon the physical supplies available. 
At the time Government took action, 
the prices were somewhere between 
Rs. 745 and Rs. 759. The spot rat» 
had gone very much higher, because 
it depends upon the quantity or quota 
that is tenderable. The hedge rate 
depends upon &e mere position of 
there being enough nimiber of specu
lators—one to offer, tiie other to hedge. 
The fact that the ceiling rate* was 
being, dangerously pierced had cer
tainly made it necessary to cause 
speculation. If the Forward Market
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[Shri T. T. Krishnamachari] 
Commission, which has been establish
ed and approved by Parliament, did 
not do what it has done, I am afraid 
they will be failing in their duty. To 
say that it has been done to benefit 
any one particular person is wrong, 
because I understand that the total 
nimiber of people who really tried to 
squeeze on the market knowing full 
well that the quantity of that parti
cular variety was not available was 
about five or six. I think they have? 
exhausted all the remedies nearly and 
imdoubtedly they must have lost.

But, I do not know who were these 
five or six. I do not know anj^thing 
about them, except perhaps now, after 
one year or so, the connected one or 
two or three of the five or six, must 
have approached Shri Kamath and 
Shri Kamath must have briefed Shri 
Chatterjee.

Shri Kamath: He knows briefing 
very welL

Shri T. T. Krishnamachari: Like a 
lawyer he is, he can always speak 
without preparation and he spoke in 
that particular manner.

Shri Kamath: We want to know the 
facts.

Shri T. T. Krishnamachari: My
hon. friend, Shri Gurupadaswamy.....
My hon. friend, Shri Gurupadaswamy 
assumes an air of profimdity on mat
ters which are of n o . importance at 
all.

Shri Kamafh: He has an air of
perfidy___

Mr. Chairman: This is not the way
to interfere. The hon. Member has 
used very hard words as villainous; 
then this side was quite silent. Now, 
I expect that he should have patience.
___ There is no question of speaking
even when the Chair is standing,

Shri T. T. Krishnamachari; There 
is one himible submission which I 
want to make. I would not like the 
Chair to be angry with Shri Kamath 
because his reactions are involiyitary. 
What is the object of being^ angry 
with such a Member? ^

Shri Kamafh: I would like to know 
what his reactions are. Is it capitalist 
reaction?

Shri T. T. Krishnamachari: How
can he help it? He has merely proved 
it. The trouble about him is that 
some of these reactions are infantile 
and we must put up with it.

Shri Kamath: This is an idiotic 
reaction. Let him come to the point.

Mr. Chairman: I would just request 
the hon. Members not to use the 
language in the heat of the moment, 
which subsequently they would not 
like to have been used by one side 
or the other.

Shri T. T. Krishnamachari The
other thing he mentioned is this. 
Some papers were laid on the Table 
by my hon. colleague, Shri Kanimgo.
A statement was placed in which I 
may also have said that the price of 
Vijaya Cotton at Rs. 749 was good. The 
prices are fairly steady. The fioor of 
Vijaya is Rs. 569 and the ceiling, Rs. 
925. In fact the attempt is to get the 
price between the fioor and the ceil
ing. We should be happy so long as 
Vijaya continues to be Rs. 749 or Rs. 
750. Irrespective of the fact that I am 
no longer in charge of the Commerce^ 
and Industry Ministry £ind that I am^ 
the Finance Minister, I shall remain 
happy because the prices are on an 
even keel neither going down to the 
fioor, nor to the ceiling.

Another point was made that the 
growers were at a loss. At the tim« 
we took this action, the goods started 
moving and it is not correct to say 
that the growers had large stocks. Wb 
were quite convinced in our mind, as 
we knew how the goods were mov
ing, that it is the middlemen who 
lost.

So, where is the question of a com
mittee of enquiry or anything like 
that? The hon. Member was in the 
House a year back. So was the hon. 
Member, Shri Gurupadaswamy and so 
was Shri Chatterjee. He is not 
always in the House sometimes here 
and sometimes is the Supreme Court.
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But, what did they do for the last one 
year? I would have mentioned this 
if the hon. Members wanted the 
information in the other House! I 
would have given it if they wanted 
information here. What can I do if 
the hon. Member who raised this 
question did not go to Bombay for a 
whole year and went only pow? What 
can I do if probably somebody in
formed him just now?

Shri Kamath: Since February it
has been raised three times.

Shri T. T. Krishnamachari: Shri
Gurupadaswamy said about the Tex
tile Commissioner not being consulted. 
In all these matters, if he has precise 
information, he can make a statement. 
The Textile Commissioner happens to 
be an officer of the Ministry. He 
cannot ask my colleague if he has con
sulted him. Sometimes we do con
sult the Textile Commissioner. Some
times we ask him ourselves. The 
Minister is ultimately responsible for

any action that is taken. He is not 
going to take over Uiat an officer of 
his advised him badly or welL In 
this particular matter it is not a qu^- 
tion of consultation with the Textile 
Commissioner. It is a question of the 
Forward Market Commission and the 
general economy of the coimtry. I 
would like to say emphatically that 
where we interfered in these matters, 
we interfered correctly. We interfer
ed to do justice. We did weU by the 
economy and I think any impartial 
judge of events, if somebody is going 
to w ite  the history of cotton market, 
would say, the action that was taken 
between November 1955 and January 
1956 was in the best interests of the 
country.

Shri Kamath: A make-believe, a 
big make-believe!

19.01 hrs.
The Lok Sabha then adjourned till 

Eleven of the Clock on Thursday, the 
20th December, 1956.




