THE
PARLIAMENTARY DERGEES

H L. 28] 9

(Part II—Proceedings other than Questions and Answers)
OFFICIAL REPORT

8141

HOUSE OF THE PEOPLE
Tuesday, 12th August, 1952

The House met at Nine of the Clock.

{MR. DEPUTY-SPEAKER in the Chair]
QUESTIONS AND ANSWERS
(No Questions: Part I not published)

9 AM

FORWARD CONTRACTS (REGULA-
TION) BILL—concld.

Mr. Deputy-Speaker: I have put the
motion to the House. Now, discus-
sion will take place on ‘further con-
sideration of the motion moved by
Shri T. T. Krishnamachari. Mr.
Bansal.

Shri Bansal (Jhajjar-Rewari): I am
afraid not much remains to be said
after the brilliant introduction of this
Bill by the Commerce and Industry
Minister. I would, however, like to
refer to one or two changes that have
been made in the Bill as different
from the report of the Select Com-
mittee of the Provisional Parliament.

As the hon. Commerce Minister
said, the Bill remains substantially
the same as was reported by the
Select Committee. Whatever changes
have been made are in regard to the
composition, powers and functions of
the Forward Markets Commission. I
find that but for the provisions relat-
ing to the Commission, all the other
provisions remain the same, and I was
wondering why the functions and
powers of the Commission have been
whittled down. The Commerce and
Industry Minister yesterday explained
that as the Commission was going to
be aa adjunct of the Department, i.e.,
of the Ministry, there was no need to
define its specific powers in the Act
itself. I have been going through his
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speech while the Forward Market Bill
was introduced in the provisional
Parliament, and one reason which he
had then given for suggesting the
abrogation of the powers of the Com-
mission in the Act was that if the
powers of the Commission .are defined
in the Act itself, then it may lead to
some juridical disputes. In his ownm
words, he mentioned—I would read
from the speech he had then made:

Mr. Deputy-Speaker: No long ex-
traets ought to be quoted.

Shri Bamnsal: Just two sentences,
Sir.

Mr. Deputy-Speaker: All right.

Shri Bansal:

“Practically every recommenda-
tion made will be a matter of
ultimate juridical decision, and
nothing but uncertainty will pre-
vail. and the only persons who
will benefit are those Associations
with - powerful vested interests
behind them which are recognised
by Government and nobody else.”

1 do not think that that fear is very
well founded—if that is the reason
which has weighed with the Com-
merce Minister even now—because
we know there is the Tariff Commis-
sion, that is a statutory body. I have
not heard of any case going to a
Court of Law on the recommendations
of the Commission or on the decisions
of Government based on the recom-
mendations of the Tariff Commission.
And if the hon. Commerce Minister
apprehended that, it could be more
easily safeguarded by putting a seu-
tence in the Act itself that none of
the recommendations or the decision
of Government would be a matter cf
juridical dispute. But what I cannot
understand is forming a Commission,
and not giving it any power. If ﬂn
Commerce Minister feels that there
is no need for any powers, then I
would very humbly suggest that there
is no need for the Commission. I am
not strongly recommending that there
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~ {Shri Bansal] :
should be a Commission, but if there

is a Commission, it should have some
powers.

After having said this, I would refer
to one or two small anomalies that
appear in this Bill. We have passed
the Essential Supplies (Temporary
Powers) Act yesterday. Now, under
that Act, forward trading is prohibit-
ed. This Forward Contracts (Regula-
tion) Bill will make forward contracts
valid which means that first Govern-
ment have to declare by a Notifica-
tion under the Essential Supplies
(Temporary Powers) Act that forward
market in a particular commodity ~an
be carried on, and after that the pro-
visions of the Forward Contracts
(Regulation) Act will be applied. Now,
this is, in my opinion, unnecessary.
What could be easily done is we could
have a clause in the Forward Con-
tracts (Regulation) Bill saying that
notwithstanding anythin ything contained
in that Act. ie. Essential Supplies
Act, the provisions of this Act will
apply after the passing of the For-
ward Contracts (Regulation) Bill.
This is one thing.

Then, the other point is that as we
know, foodgrains, oil-seeds, cotton
etc. ‘are State subjects, whole forward
marketing in these is a Central sub-
ject. Now, that is again an anomal-
ous pos.xuon 1 know that fer the'
time being, i.e. up to March, 1955,
Government have taken powers to
regulate all these commodities but
what would be the position after
1955? After all, the fact remains that
all these commodities in  which
forward market is generally carried
on are State subjects, and there is
bound to be some kind of overlapping
and a lot of confusion if these two
subjects remain in different spheres.
I have no ready-made solution. I
am just pointing out this danger and
I should think that the hon. Com-
merce Minister, whike referring the
whole position to the Committee
which he promised yesterday, will
also refer this question.

Then, this Bill prohibits options,
I have no very strong views about
options or forward markets. If it is
a matter of policy with Government
that they should not allow . options,
then I have nothing to say. But I
would respectfully suggest for the
consideration of the House that after
all forward market is forward market
whether it is carried on by option or
delivery contracts. Now, it is true
‘that in option there is a greater danger
of smaller people coming in and
speculating. But do you want to
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make forward trading a monopoly of
the bigger men? I feel that there is
some element of contradiction in what
the Commerce Minister himself said
yesterday. After all, if you are going
to have only forward markets with a
regular membership then, I am afraid
the whole forward market trading
will go into the hands of very big
people. We in this House have been
showing great solicitude for the small
trader. Now, if we have no options,
because in options a man can specu-
late over a small margin we will be
creating a monopaly. My humble
suggestion is that instead of com-
pletely prohibiting options, it could be
regulated in the same manner or
perhaps in a more stricter manner
than forward trading, but to give away
option trading altogether will be
eliminating the smaller men from the
trade. Again, I have no strong views
on this question, but this point I
would like the Commerce Minister
to consider. I will not take more
time of the House. After all, the Bill
is going to the Select Committee
where all these questions will be
thrashed out.

Pandit Munishwar Datt Upadhyay
(Pratapgarh Distt.—East): Forward
trading has been going on in the
country for a long time, and up till
now there has been no attempt to
control or regulate forward markets
by legislation on an all:India basis,
and as a matter of fact, there is no
rule or regulation for contral and
regulation of these markets in the
country. There is almost anarchy in
the country in respect of the discipline
that should be maintained in such
markets. An attempt was made in
Bombay some time ago, where they
have the Forward Contract Control
Act of 1947, but the necessity for
regulation of these markets was felt
during war time, and under the
Defence of India Rules we tried to
control the market in respect of cer-
tain essential goods. But when this
new Constitution was adopted in 1950,
it was considered necessary to frame
legislation for the control and regula-
tion of these markets and a Bill was
drafted. That Bill was referred to
an Expert Committee for considera-
tion, and the Bill that is before us is
almost based on the recommendations
of that Expert Committee. But if we
are really to understand the scheme
behind this Bill, we have to see the
recommendations of the Expert Com-
mittee on the basis of which this
legislation has been framed. We find
in this Bill that the control and regu-
lation of these markets is proposed
to be done through recognised associa-
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tions—associations recognised by the
Central Government. But these re-
cognised associations have been given
a very prominent position in the whole
scheme of this legislation. There, for
instance, is a provision in the Bill to
the effect that a copy of the rules and
bye-laws by which these associations
are to be governed shall be submitted
to the Government at the time the
association is making an application
for recognition. All these rules and
bye-laws are accepted by the Gov-
ernment in almost the same condition
without much modification, and these
associations control the forward trad-
ing markets and also the business
inside such markets. They frame the
rules and bye-laws in respect of the
constitution and function of their gov-
erning bodies also. They also make
rules for the admission of associations
or individuals to the recognised asso-
ciations. So, as a matter of fact, they
control wholly the policy, constitution,
control, regulation and everything in
respect of the recognised associations
and in respect of the business that is
carried on in these forward trading
markets, From these, we can very
well understand that if the framing of
the rules and bye-laws for the control
of forward trading markets is left to
certain individuals who are naturally
interested in it, and who are said to
have experience of the business in
such markets then the result would
be that other competitors who want
to participate in the business shall
have no chance or opportunity to do
s0. And the rules as they are sugges-
ed to be framed by the expert com-
mittee are that all these smaller asso-
ciations or a number of associations
working in a particular area in respect
of a particular commodity shall be
amalgamated. There shall be only
one recognised association and it is
through this recognised association
that the business in that commodity
in that particular area shall be carried
on. That gives a controlling hand to
thése associations. But it is no wonder
that our legislation is based on the
recommendations of a committee
which is composed of experts in the
business, who had experience of this
business, and who had been dealing
in these markets, and as such are
interested in the business also.

I would take a minute or two to
refer to the recommendations of that
Committee, because that might give
us a clear idea of the shape of the

. legislation before us, which is based
on the recommendations of that Com-
mittee. The first suggestion, that I
would mention, and which was made
by the Expert Committee is as follows:

“Since the whole system of
control here is located on the
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unitary organisation of the trade,
that is to say, the existence of one-
recognised association through-
which the control is exercised, it
will first be necessary to amalga-
mate all the' relevant trading
associations in a particular area,.
should they be more than one in:
number, into one comprehensive:
association.”

So the object is that there should be
only one comprehensive associatiom
which should be recognised and the
entire business should be carried om
through that association. The second&
sentence that I would like to read frons
the report is this, where they also pro-
pose that these associations—their
powers and authorities should be _en-
hanced so that they should have a very
prominent position in the business of
such markets. They say:

“In some of the particulars to-
which this measure will be applied,
there already exist powerful asso-
ciations having considerable influ-
ence with all the important sections
of the trade, and one of the primary
objects of this measure should be
to maintain and enhance the
authority of such associations, limit-
ing government intervention only
to examine in extreme exigencies.””

So the aim of the Expert Committee
is to exclude competitors and to have
only one association of these big com-
mercial magnates of the forward trad—
ing markets, and to see that the gowe
ernment interference is also almost
precluded. Another very relevant
sentence from the report is as follows:

“It is so framed as to have the
maximum possible co-operation
from the business community.
One of the cardinal principles of
this legislation must therefore be
to cause the minimum inconveni-
ence to legitimate business activi-
ties. It must at the same time pro-
vide sufficient safeguards against
arbitrary or ill-informed action.”™

Then it is said:

‘o Therefore the knowledge
that the government will have
will remain ill-informed unless that
knowledge is also corroborated by
the suggestions, by the recom-
mendations and by the consulta—
tions”ot these experts in the busi-
ness.

As a matter of fact, they propose thag
the entire regulating and controlling
hand should be that of the associations.
Then they have referred tc a com-
missiop which is the chief feature of
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the legislation before us. They have
referred to the constitution of these
commissions and say:

“The Commission should consist
of a Chairman and #wo members,
one of whom should be an officer
of the Government of India in the
Ministry of Commerce, and the
other a person having wide ex-
perience of the organisation and
working of forward markets in
the country.”

So one of the persons shall be a ser-
vant of the Central Government. while
the other being a person with wide
experience of these forward contract
markets, is bound to have some con-
nection direct or indirect with the
persans who are interested in this
business, for whom he will have some
sympathy. So, we find that this recom-
mendation of the Committee also goes
in the same direction. Another sentence
that I would like to read from that
xeport is this:

“In taking any decisions in res-
pect of these associations, they
should invariably seek the con-
currence of the proposed commis-
-sion in the exercise of such powers
...... it is essential that such ruling
should be given by or in consulta-
tion with a body like the proposed
commission.”

If the government has to give ruling
in any case, they have to consult the
commission, or the ruling has to be
given by the commission itself.

So, if these are the recommendations
on which our legislation is based, we
can very well imagine what shall be
the shape of that legislation, and what
will be the nature of the forward trad-
ing markets. In view of these recom-
mendations, it is not very strange to
find that the whole scheme of this legis-
lation is such that it gives an idea of
the dominant position that has been
given in this business to certain inter-
ested people and certain commercial
magnates, who have been controlling
this business, and have been trying to
oust those smaller people who try to
enter the market now afresh. So, the
scheme of this legislation is that there
shall be a recognised association which
will frame the rules and bye-laws in
connection with the forward trading
markets; it has also been provided
that in case they fail to frame the rules
within the time prescribed by the Gov-
ernment, then the Government will
frame the rules; even then the Govern-
ment will have to get the agreement
of those associations, without which

the rules framed by them will not be
valid.
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I mean it is an extraordinary provi-
sion.

Then there is another provisior also
which points in the same direction.
That provision is that if any inquiry
is to be made in respect of any irregu-
larities committed in the working of
these associations, inquiry in respect of
any contravention of the rules, inquiry
in respect of ~any corruption etc. it
shall be made by the governing body
of the association. It is really a part
of that association. That the inquiry
should be left to the governing body
would be very unfair, Sir. So as it
appears the controlling hand has been
left to these associations, which is not
very fair. In fact) the rules and regu-
lations and the controlling hand are
left to the persons who are interested
in the business.

The Minister of Commerce and
Industry (Shri T. T. Krishnamachari):
May I point out to the hon. Member
that he might read again clause 10.
sub-clause (2)? He will find that unless
there is full agreement, the Govern-
ment’s order on the subject will be
strictly enforced.

Pandit Munishwar Datt Upadhyay:
Of course, the Central Government has
the power to overrule that matter. But,
as I submitted, the associations will be
the dominating feature of this legisla-
tion. This legislation is more or less
based on the Bombay legislation of
1947, except that two additional pro-
posals have been made, one the appoint-
ment of a Commission and another, the
appointment of an Advisory Committee.
The main function of the Coramission
as given in clause 4, is to advise the
Central Government in respect of the
recognition of, or the withdrawal of
recognition, from, any association or in
respect of any other matter arising out
of the administration of this Act.
“Any other matter arising out of the
administration of this Act”—this is the
main thing. Of course, besides this,
in respect of recognition and with-
drawal of recognition, they shall be
consulted. As we find in clause 25,
the function of the Advisory Committee
is to advise the Central Government in
relation to any matter concerning the
operation of this Act. So there the
Central Government may establish an
Advisory Committee consisting of such
number of persons as may be pres-
cribed. The function of the Commis-
sion is “to advise......... in respect
of any other matter arising out of
the administration of this Act” and that
of the Advisory Committee is to ‘give
advice in respect of any matler con-
cerning the operation of this Act’. This
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is the only difference between’ these
two. The hon. Minister while speak-
ing yesterday said that the Commissionr
would be a small compact body under
the Government and it would be part
of the Ministry. I can well understand
that. There is an expert oh that Com-
mission also and advice in respect of
the administration of the Act is to be
taken from the Commission. I think
that this Advisory body then becomes
absolutely unnecessary. It is unneces-
sary that it should be consulted ‘on any
matter concerning the operation of this
Act’. There is not much difference
between the two and I would think it
is no use having two such bodies. That
is what I wanted to submit in respect
of this duplication.

The composition of this Commission,
as we find is that one of the Members
shall be an official and the other shall
be an expert in the business, a person
who is acquainted with the ins and outs
of the business. So there too we find
that a person who is concerned with
the business is on the Committee. It
is not necessary that there should be
three persons. There may be three
persons, it should not be more than
three and should not be less than two.
There are bound to be at least two
persons and they are to be whole
timers. I would submit that from
the composition of this Commission
as given here, it appears that the per-
sons who are interested in the busi-
ness shall have a dominating hand.

So, considering this provision, I
would submit that the Bill, as it has
been placed before the House is not
very much in the interest of the smaller
traders, nor in the interest probably
of discipline and control also that we
mean to introduce over these markets.
In these observations, I am supported
by no less a person than the Mover
himself. Last year when the hon.
Member spoke on this Bill, he pointed
almost in the same direction. As he
knows the subject very well and as he
is intimately acquainted with the work-
ing of these markets, I think his
opinion should have value. 1
even as the hon. Minister spoke yester-
day he referred to the wording of his
speech that he made last year before
the House and he said that his mind
was still open. He said that last year
he had criticised the Bill on certain
grounds.

Pandit A. R. Shastri (Azamgarh Distt.
—East cum Ballia Distt.—West): But
he has changsd place now.

AW WA @AW
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Pandit Munishwar Datt Upadhyay:
There might be some circumstances.
Last year when he spoke, I agreed with-
him; I spoke just after him and sup-
ported him. I saide that the hon.
Member’s criticisms were very much .
justified and I also added certain sug-
gestions. I would just read only a
sentence or two of hjs speech. It is.
in column 7345.

“The motive behind the Com-
mittee is this. It is a Committee
which is composed by and large, as
I said, of vested interests, of people
who firmly believe in the doctrine
of laissez-faire—that the Govern-
ment should not interfere in private
economic activities”,

And then he goes on fo say:

“The attitude of that Committee,
as I said, is typical of vested
interests in this country who want
Government aid for carrying on

- their own activities and to prevent
competitors from enteri inta
their own special fleld...... "

That position was guite correct.

Shri T. T. Krishnamachari: I still
hold that view.

Pandit Munishwar Datt Upadhyay:
The hon. Minister says that he is sti’l
of that view. It is only in view of
these circumstances that I have made
my submission.

Again he said:

..... the only persons who will
benefit are those associations with
powerful vested interests behind
them which are recognised by Gov-
ernment and nobody else”.

. That is the scheme of this legisla-
tion. There has not heen much change.
Then, one or two sentences more and I
shall have done with it. Me goes on
to say “that the regulation of tihe
market economy undoubtedly means
the creation of a monopoly”; and
again he says, “If you enact a Bill i
which only the rich people can do what
they like and the poor man cannot
function, I thipk it is a thing which
will go against the grain of democracy.”
Lastly, he suggested that it was better
that the Bill be dropped. He said, “If
they find that that provision would be-
irksome or as the Committee-
puts it, Government is incapable of

.either understanding the difficulties or

providing the machinery ‘for the pur-
pose of regulating trade, the best thing
for my hon. friend is to drop the Bill
altogether”.

As regards the dropping of the Bill
I would not suggest it because the Biil
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is very necessary and the conditions
Jaid down by the hon. Mover while
speaking as a private Member last year
will now be fulfilled. The Bill tries to
regulate the market where there is no
regulation. where there |is almost
anarchy. My submission is that the
provision which has been made in res-
pect of option in goods is not desirable.
Last year as a private DMember, the
hon. Mover criticised it and said that
poorer pecple are excluded on that
account. That exclusion will take
place in case this provisiop in respect
of option in goods is enacted here.
Therefore, that portion should be left
out and the option in goods should also
be allowed.

Lastly I would submit that as the
entire purpose of the measure before
the House is to control and regulate
the markets which have not so far
been controlled, there should be a very
sound and a very capable machinery
for the purpose. To depend upon the
commercial magnates who have been
the persons taking interest in these
mnarkets, for advice, for concurrence or
for consultation in the matter of such
regulation and control will, I am sure,
not yield much good out of this legis-
1ation.

Shri A, M. Thomas (Ernakulam): I
generaily welcome the measure which
Thas bcen introduced by the hon. Mi-
nister with a very instructive speech
which is altogether different in tone
ard content from the speech made by
bim last ycar as a private Member
when a s or moticn was introduced
in the Provisional Parliament. I come
from a part of the country which has
enjoyed the advantages and suffered
the disadvantages of forward trading.
Forward trading is an usual practxce
of trade in spicus as well as in coco-
muts in our State, and I represent a
constituency in which Cochin, the
main oil market of our country is
gituated. Trading in futures has play-
«od a very useful part in keeping up

jce levels and preventing price
rt;lctuations, At the same time it has
4o be admitted that it has done a
-great deal of harm also to the trade in
.dils as well as spices. The investment
-which many of the people who trade

in furtures consists of only a type-
writer and a few pieces of foolscap
paper and with that they deal in
takhs. The result is that when in the

District Courts situated in or near the
commercial towns having insolvency
Jurisdiction, the petitioner is examin-
«ed and asked to explain how he has
incurred so much debt the straight
answer will be, “I have incurred the
1oss in satta”. Forward trading there,

=
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is usually known by the name of
satta. Sometimes it proves to be
nothing but a sort of gambling. But
at the same time it has to be admitted
that forward trading is indispensable
in copra and spices business. In copra
trade, tor examp.e, the supply is not
regular in certain seasons and to pro-
vide against scprcity at such times
forward trading has necessarily to be
resorted to. A Bill of this nature re-
gulating forward trading and prohibit-
ing option in goods is therefore a
necessity to prevent the mischief
wrought by undue speculation or
rather reckless speculation in forward
trading the Central Government has
invoked its powers under the Essential
Supplies (Temporary Powers) Act. At
first forward trading was prohibited in
oilseeds, oils and certain other articles
only in Part A States. Later on thi~
prohibition was extended to Part B
States also. Since the prohibition now
exists in both Part A and Part B
States it is not possible to protect the
interests of the milling industry by re-
sorting to forward trading and healthy
practices that do obtain in trade can-
not now be carried on at all
submission, therefore. is that a Bill of
this nature has to be passed with as
much speed as possible. The wisdom
of preventing forward trading alto-
gether without bringing a comprehen-
sive legislation of this kind bhas even
been doubted.

1 prefaced my remarks by saying
that the hon. Minister’s speech this
time is altogether different in content
as well as tone from his speech as a
private Member last year. Some of
his remarks made last year have al-
ready been referred to by some of the
previous speakers. The keynote of
the report of the Expert Committee
has been that in some of the trades to
which this measure will be applied,
there already exist powerful associa-
tions having considerable influence
with all the important sections of the
trade. One of the primary objectives
of this measure would be to maintain
and enhance the authority of such as-
sociations limiting the ~Government
intervention only to the extreme
emergencies. With regard to this ap-
proach made by the Expert Com-
mittee the hon. Shri T. T. Krishnama-
chari, as he then was, said:

“They want regulations but at
the same time they do not want
the Commission to do this or that.
They want the Government to
interfere whenever they feel that
associations are not doing the pro-

por thing, but at the same time
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they want to put a check on the
activities of the Government in
that regard...”

I was amused to find that several of
the criticisms then made by the hon.
Member are equally applicable to the
very same Bill brought by him now
as an hon. Minister. He had very
unkind words to offer then to the hon.
Minister of Commerce who introduc-
ed the Bill. He characterised the Bill
as controversial on the face of it and
said it had been very badly drafted.
Those were the remarks made by the
hon. Member then against Shri
Mahtab, the then Commerce Minister.
My hon. friend said that he did not
think that the hon. Minister even took
pains to go through the Bill and that
he would have been advised solely by
his secretariat. That was why I was
amused to find that several of the de-
fects pointed out by my hon. friend
then still find a place in this Bill. For
example, my hon. friend complained
against a Commission without any
specific powers or duties outlined for
it. He also said that a very expensive
machinery was being envisaged and
he asked who was to pay for it.

Dr. N. B, Khare (Gwalior): On a
point of order. What is the occasion
for this laughter?

Mr. Deputy-Speaker: The hon.
Member has entered into forward con-
tract.

o rimarER g A (IR
mg) : FRAAT § M AEHT FH A |

Shri A, M. Thomas: I do not ignore
the fact that in clause 28 of the Bill
it has beesn stated that the Central
Government can make rules for carry-
ing out the objects of the Act and
the rules will cover the manner in
which applications for recognition may
be made and also the levy of fees in
respect thereof. I do not think that
the fees which will be realised would
be enough to meet the expenses that
will have to be incurred.

Mr. Deputy-Speaker: There is too
much talk in the House

Shri A. M. Thomas: Another criti-
cism that my hon. friend had made
was...

Shri Syamnandan Sahaya: Did he
say wonderful friend or hon. friend?

Shri A. M. Thomas: I did not say
wonderful friend. I am not the person
to use such expression.

My hon. friend stated then that the
existence of a Contract Act and the
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Sale of Goods Act, the usages follow-
ed by people who normally carry on
future trading for fhe purpose of
covering price fluctuations and enter-
ing into contracts—fixing the price for
future delivery—all these things had
been ignored. He also criticised the
constitution and functions of the Com-
mission and said that they had been
vaguely mentioned. He had very
serious objection to the wuse of the
word ‘“reasonable”. The provision
reads. “If the Central Government is
of opinion that any recognition grant-
ed to an Association undor the provi-
sions of this Act should in the
interests of the trade or in the public
interest be withdrawn the Central
Government may, after giving a
reasonable opportunity to the Associa-
tion to be heard in the matter...” My
hon. friend had objected to the word
“reasonable”. I do not wunderstand
why that same word occurs in this
Bill, which has been brought by him.
My hon. friend was agalnst consult-
ing the Commission before any step
was taken, because it was already a
consultative body and only delay and
obstruction would result from con-
sultation. If an opportunity was
given to an Association to amend the
rules and if it did not do that, then
Government had the power to amend
the rules in consultation with that
Association. My hon. friend asked
why a refractory organisation should
be consulted.

My submission is this, Sir. I am
only reminding the hon. Minister to-
day of what he had said previously.
The criticisms and general remarks
offered today, I submit, may be gone
into by the Select Committee so that
as far as possible normal trade would
not be disturbed. There must be faci-
lities for new entrants to organise as-
sociations and to business in these
articles. The nature of the articles to
which this legislation may be applied
may be hinted at in the Act itself. A
list of the articles can be given, as we
have done in the case of the
tial Supplies (Temporary Powers) Act.
I do not think there will be any diffi-
culty in cataloguing the articles in
which usually forward trading is car-
ried on. We should not leave the mat-
ter to the discretion or the sweef will
and pleasure of the Government con-
cerned. The list should be formulated
by the Parliament itself.

With these observations. I welcome
the measure in general and I do hope
that the defects and drawbacks which
we do see in the Bill will be removed
by the Select Committee.

Shri A. C. Guha (Santipur): The
present Bill bas undergone many a
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metamorphosis.. This is the third
version. The first version was not
presented to this House but was
circulated for the purpose of eliciting
public opinion and the opinions re-
ceivud were placed before an Expert
Committee and on the recommenda-
tion of that Expert Committee the Bill
was withdrawn, The Bill at that stage
had altogethor a different name. It
was called the Future Markets (Re-
gulation and Control) Bill. Last year
a new Bill was placed before this
House and it had a mixed reception.
Some of the previous speakers have
already referred to the criticism level-
led by the - present hon. Minister
against that Bill on that occasion. I
can only join with my hon. friend Shri
Algurai Shastri and say. yeqrq ﬁaﬁ
I A

i.e. with the change of place there
seems to be a change of outlook. Our
valient colleague’ Shri Tyagi also some
days ago made .a similar confession
and said that with his change from
this bench to that bench there had
been sume considerable change in his
outlook and opinions. So, there is
nothing strange in this.

The Minister of State for Finance
(Shri Tyagi): My hon, friend must
get ready for a change.

Shri A. C. Guba: No, Sir.

As regards the subject matter of
this Bill. I think the most contro-
versial portion is Chapter IV. The
two States most interested in this
matter are the Governments of West
Bengal and Bombay. Although 1
have not been in business in the real
sense, since I have been having
my residence in Calcutta for many
years I have had occasion to know
some of the evils of what is known
as Fatka or speculation. Regular
markets are going on in which there
is hardly any exchange or delivery of
goods. There is simply an exchange
of papers or exchange of words and
crores of rupees are being handled
there. Two of the previous speakers
have referred to smaller people en-
tering into this market. I suggest
that the middle class and poorer
section of the community should avoid
this market, at least as it is going on
at present.

I understand and appreciate the
necessity for forward contracts. Today
there is no national economy in a
strict sense. It is always an inter-
national economy and things have to
be done always in the context of
international supply and demand. One
definite feature of the international
morket today is the dearth of raw
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malerials. In order to ensure con-
tinuity of supply and also stability in
prices of cereals and industrial raw
materials. there should be some
arrangement and some accommoda-
tion for forward contracts. This will
onable the industrialists to know that
they may be sure of the supply of
raw materials for some months to
come and also of the prices at which
they will get the raw materials. But
thore are certain  other varieties in
which there is no exchange of goods
and these are known as options, In
this Bill that has been definitely pro-
hibited and I think that is the best
feature of this Bill. One hon. Member
was arguing in favour of this Bill. I
do not know whether he knows what
evils the option markets have been
creating in the life of the individual
as also in our economic structure.

As I said before, the first draft Bill
was not placed before the House, but
was withdrawn after circulation and
replaced by another Bill. That Bill
was referred to a Select Committee.
But before the Report of the Select
Committee could be considered by the
House, it was dissolved. So that Bill
lapsed, Naturally the Ministry can-
not come forward with an altogether
new Bill. It must proceed on the re-
port of the Select Committee.

One special feature of this Bill is
the creation of the Forward Markets
Commission. The structure of the
Commission as envisaged in this Bill
is almost the same as it was in the
Select Committee Report, Only, there
is mention of a particular member
being appointed as Secretary. As the
hon. Minister has stated in his open-
ing speech, this body will function
more or less as a section of the Com-
merce and Industry Ministry. The
Commission will be more or less an
official body. It has been provided
that one of the members of the Com-
mission should be an officer. I would
like that the Secretary should be an
officer and the Chairman. as praqvided,
should be a wholetime man. So to all
intents and purposes the Chairman
will be an officer while holding the
office of the Chairman.

As regards the third member. if the
Government wants to have a three-
member Commission, it has been pro-
vided as it was in the Select Com-
mittee Report last year. that the third
member should have some experience
of the forward markets. But here the
wording has been changed. I do not
know what is the purpose of this
change in the wording. In the Select
Cormmittee Report the wording was
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“another person having a wide ex-
perience in the grganisation and work-
ing of the forward markets in India”.
The wording in the new Bill is “an-
other person having a knowledge of
forward markets in India”. The woxds
“having wide experience in the
organisation and working” have been
substituted by the words “having a
knowledge of”. I may in this connec-
tion say tiiat in tho Select Committee
we were not happy about having a
man from the market on this Com-
mission. It should at least be provid-
ed that while holding the member-
ship of the Commission, he should not
have anything to do with the forward
markets and it should be definitely
laid down that the man must have re-
tired before being appointed a member
on this Commission. But nothing is
mentioned here, I hope that Govern-
ment may provide for it in the rules
which will be framed by them.

As regards the functions of the Com-
mission one new item has been
added:—it will undertake “inspection
of the accounts and other documents
of any recognised association when
directed by the Central Government”.
This is a step in the right direction.
It is very necessary that the accounts
of the recognised associations should
be checked and supervised.

Then clauses 15 and 18 say that this
“Act shall apply to such goods and
classes of goods and in such areas,
etc.” But in section 4(c) we have only
said “in respect of goods”, but not in
respect of such areas. This Act will
not apply to all the goods in all the
areas. I think it should also be men-
tioned in clause 4(c) that the Act
should be made applicable to such
areas, as it has been specifically men-
tioned in clauses 15 and 18 of the Bill.

The most controversial clause before
the Select Committee was clause 18.
This relates to non-transferable speci-
fic delivery contracts. In this connec-
tion the Bombay Government and the
West Bengal Government made two
contradictory recommendations. The
Select Committee, it will be remem-
bered, called for evidence from
witnesses and after due consideration
came to something like a compromise
proposal. I was not quite satisfied
with the compromise proposal, but I
would still ask the hon. Minister to
consider this whole clause 18 su that
the Bengal point of view may not be
neglected and lost sight of and the
Bengal market position may be pro-
perly safeguarded.
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10 am.

As regards the rights of the recognis-
ed Association, in clause 12 it has
bheen provided that in certain cases the
Central Government will have th"
power “to make or amend the bye-
laws of the recognised associations”
and in clause 13 it has been stated
“after giving a reasonable opportunity
to the governing body of the recognis-
ed association” to be heard in this
matter. I do not know how “this
reasonable opportunity” will be
interpreted. 1 refer the hon. Minister
to the remarks that he made about
“this reasonable opportunity” last
time. I have also my own suspicious
about “this reasonable opportunity”.
In this clause previously there were
the words ‘“in consultation with the
Commission” and that has now been
deleted. I do not know why. If the
Commission is to be the primary body
in charge of these things, why should
not the Central Government consult
tho Commission while taking certain
ijteps against the recognised associa-

on?

In clause 10 (2) it has been provided
that “If any recognised association...
fails or neglects to comply with such
order,” “the Central Government may
make rules or amend the rules made
by the recognised association”, but
that should “be agreed upon between
the association and the Central Gov-
ernment”. Here it is a case of dealing
with a délinquent body. This power
should be exercised only when a
recognised association will be found to
have failed to comply with the
directives of the Central Government.

Then I ask why should there be a
provision here that any change in the
rules to be made by the Central Gov-
ernment should be doné on the agree-
ment of that delinquent body? This I
think is giving a premium to the de-
hnquegcy of the association and en-
couraging them to neglect the
directives of the Central Government.

As regards these rules and bye-laws,
I think the Central Government
should frame some model rules for all
the recognised associations and~these
associations should not be given such
wide powers as to frame their own
rules. These model rules and bye-
laws may be circulated to the recognis-
ed associations.

The recognised associations may be
asked to make some suggestions on the
model rules sent to them and the
Central Government may consider
those suggestions and if found neces-
sary make certain changes. Generally
the model rules should be accepted by
the recognised associatimns and those
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rules should be framed by the Cehtral
Government. This will also ensure a
sort of uniformity in the working of
these associations

Anotier new feature of this Bill is
the creation of an advisory committee.
Here it has been put in very vague
language “For the purpose of advising
the Central Government in relation to
any matter concerning the operation
of this Act, the Central Government
may establish an advisory Committee
consisting of such number of persons
as may be prescribed”. What will be
the function of the Advisory Com-
mittee and of whom will it be
composed? Will it be composed of
men taken from the Forward Markets
or from those associations? I have
my own misgiving ahout such a pro-
posal and I think there should be some
definite indication in the Act itself as
to how this advisory committee will be
framed and what will be its functions.
Nothing has been mentioned except
this: “Simply for the purpose of
advising the Central Government.” It
does not mean anything. It is not
known whether it will be a perma-
aent body or it will be an ad hoc body
which will be convened occasionally
and whether ‘'that body would be ask-
ed to advise on specific points and
after giving that advice. that body
would be dissolved—all these should
by made clear.

Then I would like to say that most
ot these commodities that will have to
be controlled under this Act are pro-
vincial subjects. Yesterday we passed
a Bill which enables the Central Gov-
ernment to exercise control as regards
essential articles. There also I men-
tioned that the working of those
controls is left to the Provincial Gov-
ernments. Here also the regulation of
these markets and at least the control-
ling of those commodities will be left
to the Provincial Governments and I
have my own suspicions about the
delegation of power to the Provincial
Governments in all these matters and
1 think when this House is asked to
pass a Bill, it ought to have the
authority to supervise the working of
‘the measures envisaged in those Acts.
8o long as the forward contracts and
the future markets are being control-
led through the Essential Supplies
Act, it is a continuation of the Defence
of India Rules. which is a bad legacy
and which has a bad odour and I
think this Act with certain modifica-
tions should be passed. I welcome the
idea that options have been definitely
prohibited.

As regards the number of member-
ship of the association, the Select
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Committee last year put a certain
limitation as regards the number and
now that is left with the Central Gov-
ernment. The Central Government
may or may not do so by notification
or in the rules put a limit to the
number of membership of the recognis-
ed association. This point of view, i.e.,
a limit on membership, as far as I
remember, was strenuously stressed
before the Select Committee by some
Bombay businessmen and that has
been eliminated here. Now there has
been no limitation in number. I think
that is a good change.

I do not know whether the Govern-
ment has any intention to allow more
than one recognised association in one
area dealing with one commodity. So
far as I know, there has been nothing
definite about this.

Shri T. T. Krishnamachari: I have
said that in my speech. We shall have
only ono recognised association for one
commodity as a rule, but there may
be exceptions.

Shri A, C. Guha: I think that in
certain cases there may be more than
one association so that this Act may
not encourage somo vested interests to
continue their monopoly position. I
think they sometimes manipulate
their membership in such a way that
new mambers cannot get any ontry
into those associations. In such cases
the Central Government should have
some authority to have new associa-
tions being formed. With these words,
I support this Bill.

Mr. Deputy-Speaker: Mr. Heda.

*Kumari Annie Mascarene (Trivan-
drum): rose—

Mr. Deputy-Speaker: If the hon.
Member has no objection, I would give
the preference to the Lady Member.

Kumari Annie Mascarene: We have
as much right as any gentleman Mem-
ber here to speak.

Mr. Deputy-Speaker: If the hon.
Member should stand on her rights, I
would mnot have given her this op-
portunity to speak.

Kumari Annie Mascarene: 1 thank
you for the chance given. It would
look unique on my part today to stand
up and welcome this Bill. Generally
from the opposition benches no wel-
come is given when a Bill is introduc-
ed into this House, but I welcome this
Bill for the simple reason that this
Bill will maintain the morale of trade
and marketing. I welcome this Bill
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because it would do justice to the con-
sumer as well as to the manufacturer
of goods. We have seen during the
last few y=ars, specialiy after demo-
cracy had come into being, trade and
commerce has bozn exploited by
brokers and middiemen. The manu-
facturer or procucer cannot get a just
price for the goods he produces.
Thero is an artificial control on the
manufacture or production of goods
by exploiters. This Bill is calculated
to control trade and commerce though
on the face of it, it would look as if
this Bill would interfere with the free-
dom of trade. That is true; but it is
necessary to maintain a balance of
justice between the consumer and the
producer by control. I have experience
in the markets of Travancore-Cochin
State where I had to interfere with
the brokers and middlemen who ex-
ploited the fisherfolk on the cost and
coir manufacturers, etc. I have noticed
that legislation of this kind is very
necessary to protect the poor producer
and the manufacturer. The middlemen
and the brokers very often interfere;
or they buy all the goods produced on
the spot for a very cheap price and
then control in such a manner that the
consumer has to pay a high price
when the goods come to the market.
This Bill fixes a price and so there
will be justice done both to the con-
sumer as well as to the producer.
Besides, there are sections controlling
the organisations who exploit the
people, and Government takes a keen
interest in this matter. As far as I
am able to see, by this Commission,
Government also inteferes with their
bye-laws, etc. So much so, the con-
sumer will have goods at a fair price.
This is one of the measures by which
you can fix a fair price in the market.
The arrangement for the fixing of a
scale of brokerage, the making,
comparing, settling and closing of
bargains, the limitations on the
volume of trade done by any individual
member, etc., will directly hit the ex-
ploiters and middlemen. Therefore.
I congratulate the hon. Minister for
bringing forward this Bill. I hope he
will carry out every letter of this Bill
%o that the morale of trade and com-
merce will be maintained.

I have been looking forward to one
provision in this Bill; but I have not
been able to find it. There is what is
called deception in the quality of
goods. For instance, when tapioca
starch was exported, it was found
that white sand was mixed with it.
Similarly when coir goods are manu-
factured, aquality degenerates. When
pepper is sold, you get the best quality
mixed with black sandstones. So.
there must be a very stringent clause
to fix the quality of the goods we sell,
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so that the morale of our business
might be raised. 1 understand that in
our foreign trade also, the prices of
goods have fallen because the goods
inat, we export are not of proper
quality. There is this deception. It
reilects on the raticn. We have got
to contirol this and improve the quality
of our goods. 1 hope the hon. Minister
will introduce a new clause to im-
prove or fix the quaiity of the goods
and when a selier euters into a con-
tract, he should be made to deliver
goods according to the conditions he
hag agreed to.

Shri Heda (Nizamabad): No doubt.
I welcome this Bill as a step forward
from the position we are in at present.
But, my complairt is that in spite of
the fact that the Government, in their
Statement of Objects and Reasons
have admittéd that there is a great
lacuna existing at present, ike. after
the passing of the Constitution. we
have barred the State Governments
from passing any legislation regarding
future markets, and though more than
2} years have elapsed, our ptogress in
this direction is not satisfactory. My
own apprehension is that the speed °
with which we are proceeding is not
sufficient and I fear it will take a long
time for this Bill to become a law.
Last time what happened was at first
a Bill was drafted, then it was
circulated. then an expert committee
was appointed and then a new Bill
came forward. Then, it was sent to
tho Select Committee. You know, Sir,
as you were the Chairman of the
Select Committee. that it was felt in
the Select Committee that enough
evidence had not been produced, that
particularly those sections, namely,
trade and commerce had not been
heard sufficiently. I fear some such
plea would come up again this time
and more time may be required. My
own anxiety is that though there may
be some minor defects here and there.
some sort of legislation is necéssary
as early as possible. We will have
enough time to improve whatever Bill
we may pass; but, pass, we must, as
early as possible so that there may
be no lacuna.

Now, I come to the basic principle.
The very first sentence in the State-
ment of Objects and Reasons is:

“Forward trading, which
normally plays a useful part in
tampering orice fluctuations.tends
in certain situations to exaggerate
such fluctuations to the detriment
Jf the interests of the producers
as well as consumers.”

This. no doubt. was true about 25
years or at least 15 years before; but,
I think today it is only a half truth,
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Forward trading, or what we call
speculation, or what we call in our
languages satta, did play a useful
part, I think, before the Second Great
War. But. we have noticed that in
the Great War and after it. specula-
tion has not played any useful part;
rather, it has played a very damaging
part, because the whole structure of
commerce and trade has changed. The
so-called free trade or free enterprise
has not remained free. A sort of a
new thing, which was occasionally
visible in the old days, called corner-
ing, as they call it in the share market,
is prevalent on a large scale. Go to
any market, share market, or stock
exchange, or any other market dealing
in any commodity,—of course. I mean
the future or forward market—you
will find that some big guy or a rich
millionnaire comes and starts corner-
ing. The result is that a major por-
tion of the profits is swallowed by
him, and the producer as well as the
consumer are deprived of their prices.
Therefore, it is high time that we
should not only regulate the future
markets, but control them to such an
axtent that the middle-man, the
merchant, may get only what is due to
him and not make extraordinary pro-
fits, and therefore, though here it is
stated, and Government have been al-
ways saying that they would look to
the interests of the producers as well
as the consumers—I do not doubt
their bona fides, I have no apprehen-
gion about their sincerity-——the fact re-
mains that whenever such measures
come, two things happen: one, that
the Government is always influenced
by one particular section of opinion
in the country, the section that has
got a direct bearing on the forward
markot—I mean big persons connected
with Stock Exchange Associations and
others, The other sorrowful thing
that we notice is that the so-called
producer and the so-called consumer
are generally absent and are nowhere
represented, and unfortunately, they
are not organised; rather, they do not
know what is happening, and there-
fore, their interests are not safeguard-
ed. In the last Select Committee,
some of us did try to impress upon
the Government that some witnesses
should be brought before the Select
Committee who would represent the
viewpoint of the producer or the con-
sumer.

Now, I come to a few details about
the Bill. My hon. friend from Travan-
core, Mr. A. M. Thomas, desires that
as we have done in another Act, the
list of the articles that are to be
regulated should also be there in the
schedule, so that we shculd know
what commodities we should regulate
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through this Bill. I think the wide
powers that Government has taken
under this Bill are quite necessary.
We should not name any particular
article or commodity, but we should
have confidence in Government and
its machinery, and allow it to have
power so that they may use it and
regulate any commodity in which they
see that fluctuations are taking place
to the detriment of the interests of the
consumers and the producers. There-
fore, there is no need to have a list of
articles as we have done in another
Act.

I welcome an improvement that has
been made in this Bill on the report of
the last Select Committee so far as the
third Member of the Commission is
concerned. In the last Select Com-
mittee, I do know that some of us
were feeling that the words which
were there, viz.,, “a man with wide ex-
perience”, generally meant, and we
felt Government’s intention was also
very clear, somebody who had been
Chairman of some Stock Exchange, or
some such big speculator who has, of
course, given up speculation at the
moment, or at least is not doing it in
his own personal name. We felt that
he would necessarily be the third
Member of the Commission and as he
is in the deep sea and knows all the
details and as the other Members, we
fear, are rather new, as having only
academic knowledge, he would be able
to influence the whole Commission to
a very great extent., But the change
that has been made raises our hope
that some detached person can be
there. There is differonce between
experience and knowledge; experience
necessarily means one who has done
something in speculation, while know-
ledge may mean a man who has
studied the problem. and even one who
has studied the problem from the
point of view of the producers’ and
the consumers’ interest. He has every
chance to come there. Therefore. I
welcome this improvement and I hope
that the Select Committee will not
tamper with. but rather, if possible,
improve it further.

My hon. friend Mr. Guha, as we
have seen him in the last Select Com~
mittee. has raised an objection with
regard to Section 18.

I think this Act must apply to non-
transferahle specific delivery con-
tracts. In fact. some of us felt that
this Act should apply to every case of
so-called non-transferable specific
delivery contracts. because from what
we see in practice. the so-called non-
transferable specific delivery con-
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tracts do become in practically all
cases, transferable specific delivery
contracts. In cross-examining a wit-
ness before the Select Committee, I
had given a particular example vyhxch
I would like to repeat here. Railway
Receipts are supposed to be non-trans-
ferable, but what do the merchants
do? They do transfer. not only from
one man to another, but about a dozen
or even more than a dozen hands.
What they do is simply this: They
write “I authorise so-and-so to take
delivery of the goods on my behalf”.
He does not mention that he has sold
the goods. He simply writes: “I
empower or authorise Mr. so-and-so as
my carting agent to take delivery -of
the goods” and that gives the other
man all the power to take the goods
on his behalf and he can dispose of
those goods in any way he likes. And
generally, without putting any name,
keeping it blank, the receipt is trans-
ferred as is done with shares and
other scrips. from one member to
another, and they change so many
hands in the market. Therefore, this
non-transferable specific delivery con-
tracts must come under the purview
of this Act. and I would request the
Members of the Select Committee to
keop it as stringent as it is already
there. In fact. we have gone out of
our way when we accepted a sort of
compromise and we gave the Govern-
ment powers to apply this Act in
certain cases. When Government feels
there is no need to apply this power.
certainly it will not'do so. though some
of us wanted that Government must
apply their power in every case.
Therefore. 1 think the people who
come from Calcutta who have the
jute market in view need not be afraid
of this. and I hope their case will be
considered and some concession may
be given so far as jute is concerned,
but in all other matters, particularly
cotton, groundnut, oil-seeds etc., I do
hope that Government will stick to
Section 18 as it is.

I also welcome Section 25 regarding
the Advisory Committee. Of course,
nothing is said in the Section as to
what its powers are or how it will be
effective. And it cannot be stated as
we are just starting a new thing. It
is not possible to make all the matters
clear, but I hope that as we gain ex-
perience, this Advisory Committee will
be more effective.

My only request is that Government
must keep the interests of the con-
sumeors and the producers before them
whenever they think of appointing
people to the Advisory Committee or
any other Committees. I quite agree
with my hon, friend Mr. Guha that
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some provision should be made not
exactly in this Bill, but in some form
or other, so that this Parliament
should have a chance to supervise the
working of the Commission once in a
year, so that every Member here would
be in a position to draw the attention
of the Government to the various as-
pects of the problem and in that way
I hope that the machinery that we are
providing i1 the Bill will improve fur-
ther and further.

A specific time-limit has been fixed
for the presentation of the report of the
Select Committee. I have every hope
thai they will complete their deiibera-
tions within that period, and I would
request the Government to fill up this
lacuna early and see that this Bill is
passed as soon as possib.e. I welcome
this BCIL

Shri K. P. Tripathi (Darrang): I
welcome this Bill and I congratulate
the dhon. Minister for bringing it for-
ward.

While doing so I would like to draw
pointed attention to one particular
thing, namely the extension of this
type of forward trading activity to
mofussil areas. Till now, we had
known that this type of activity was
confined to certain big cities, which
were dealing with international
markets. But unfortunately this is no
longer so. It is extended to mofussil
areas and towns like the one in Assam
where the population is only scme
20,000 or so, and to villages with a
population of about 1,000. Further we
have found that even the primary pro-
ducers and other villagers have begun
to inquire about forward trading
prices. The extension of this type of
activity will have serious repercus-
sions on society. You will realise
that this is a type of gambling. Al-
though it may be a serious type of
economic activity, where money whirls
round with a speed of tens of
thousands per minute yet it is not a
productive activity. Therefore in the
planned economy which we are launch-
ing we have to find out what place
shall be given to this type of activity.
If we do not check this activity in
time, the consequences would be
serious. In my town alone, this
activity became so serious that at one
time for two months there was scarcity
of money for trading purposes. and the
ordinary things that were necessary
for society could not be indented from
outside.

Mr. Depuly-Speaker: Which is your
town?
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Shri K. P. Tripathi: Tejpur. What
happens is that a lot of capital be-
comes tied up in this sort of activity
and the result is that capital i1s not
available for development purposes.
This is the same as other gambling
activities. If it were not so, it is
certain that the Riviera in France
would have been one of the
most developed parts of the world. But
it is not so unfortunately. Therefore in
a planned economy we have to fina
out what place should be given for this
sort of activity, which is neither eco-
nomic nor productive. 1 do not know
whether the Planning Commission has
discussed this or not. 1 would how-
ever draw the attention of the hon.
Minister to this fact so that he should
decide how far such activity shali be
carried on, and how far it shall ex-
tend. Further in Assam we found
that this activity was no longer con-
fined to jute only; it had extended to
other commodities also, which were
not to be exported from Assam. I do
not know why there should be specula-
tion in commodities which are not for
export. Perhaps it was for this reason
namely that the speculators thought
that by amassing a good deal of
wealth, they will be able to exert pres-
sure on the Government, and the Gov-
ernment will withdraw the control in
which case they will be able to export
the commodities. I feel that this type
of activity is not desirable for a society
in which we have mapped out our re-
sources for the next five years for
development purposes. I hope the
hon. Minister will look into this
matter. In the statement of objects
and reasons, he has stated that this
Bill has got one good effect, namely
that it will reduce the repercussions of
the fluctuations in prices. But he has
also admitted that to a certain extent
it accentuates fluctuation in prices. If
there is going to be any accentuation
of these fluctuations, then it is not a
desirable type of activity. But this
difference is not there so far as the
consumers are concerned. Whenever
a slump comes, it comes with all its
effects upon society, and the undesir-
able activities of a few cannot check
jt. Therefore I feel that there may
be some little justification for forward
trading in commodities which are of
international concern. There may be
some justification for people in big
cities like Calcutta and Bombay to
indulge in this kind of activity be-
cause it serves something like a forum
for studying international trends in
prices. But so far as commodities,
which have no connection with the ex-
port, are concerned. I do nnt think
such activity should be permitted at
all; and so far as the extensions to
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mofussil arcas are concerned, I think
such a thing should be siopped alto-
gether. If it is not done, then we will
find that a large slice ol the available
capital in the country will be booked
for this sort of activity, and the result
will be that no developments will oc-
cur in the countryside either with re-
gard to indus'ry or with regard to
agriculture. Therefore I would draw
the attention of the hon. Minister in
charge of this Bill and also that of
the hon. Minister for planning, so that
sufficient provision may be made so
that this activity may be confined
only to specified areas and to those
commodities which are subject to
international prices, so that some
social purpose may be served and not
extended to others where there may be
no social purpose at all.

Shri Mulchand Dube (Farrukhabad
Distt—North): It is with a certain
emount of misgiving that I rise to
speak on the Biil. So far as the prin-
ciple of the Bill is concerned, 1 am
entirely in agreement with it. but I
think that the law on the subject is
contained in the Indian Contracts Act
and the Sale of Goods Act. I do not
find any rrovicion in the Bill which
overrides the provisions of any of these
two Acts. If this Act comes in conflict
with either the Sale of Goods Act or
the Indian Contract Act, there might
be some Qifficuity in  enforcing it
Apart from this, no distinction scems
to have been kept between wagering
contracts, speculative contracts and
forward contracts. So far as wager-
ing and speculative contracts are con-
cerned, my submission is that they
should be forbidden as ruthlessly as
possible, but forvward contracis have a
value and utility ot their own. In cer-
tain cases, people may be required
to purchase things which they may
need some two or three months after.
In this Bill, no provision seems to
have been made for the protection or
preservation of such contracts even.

The second difficulty that will crop
up is that the power to declare certain
commodities in which forward con-
tracts are to be forbidden is given to
the Central Government, and a mere
declaration by the Government may not
have the effect of overriding the pro-
visions of the Contract Act and the
Sale of Goods Act. My suhmission is
that there might be some difficulty in
enforcing the orders of the Government
as against the laws that are in exist-
ence. These laws are laws passed by
the Parliament, and a mere order by
the Government may not be sufficient
to override them.

These are the real doubts that occur
to me in regard to the Bill, and I hope
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the Select Committee and the hon.
Minister will consider them. I do not
feel on very firm ground in placing
these things before the House, because
I have not had the opportunity of
studying the Bill very closely. Any-
how, I hope the Government and the
Select Committee will take into con-
sideration these things.

Shri T. T. Krishnamachari: I do not
think that the discussion that has taken
place iu the Houst makes it necessary
for me either to appologize for the in-
troduction of this Bill or explain at
length the severali provisions. I will
first decl with one point which I dealt
with yesterday, namely certain remarks
made by me on the last occasion when
this Bill was reterred to the Select
Committee. I anticipated hon. Mem-
bers would refer to my remarks and
would say that thosz remarks might
still hold good, at any rate. part of
those remarks might still hold good.
Hon. Members forget that since I spoke
the Select Committea has considered
this Bill. The cumulative wisdom of
the Select Committee appointed by the
Provisional Parliament has gone into
it and certain decisions were taken and
consequently certain changes were
made. In fact, the reference made by
the last speaker in regurd to the doubts
that he has as to whai the position of
the Indian Contract Act and the Sale
of Goods Act will be has been partly
met by the amendments proposed by
the Select Committee ¢n the last occa-
sion. If hon. Members feel that all
that I have said by way of criticism
or. the last occasion is not met by this
Bill, my excuse is that I have no
powers or the knowledge or the inten-
tion to override the decision of a body
of people appointed by the Provisional
Parliament who have gone into it far
rmore thoroughly than the Expert.Com-
mittee has done, and [ do accept their
decision. If my hon. friend from
Travancore-Cochin was amused be-
cause I happen to be intrnduring this
Rill—and he showed his amusement in
unmistakable terms as well as by the
smile which his physiognomy carried
with it when he spoke about this
measure—] must say I am glad that I
provide opportunities for amusement,
} so long as that amusement is good-

humoured. But I must again say that

the amusement has limitations, in the
sense that there is really no bearing
on fact. The fact is that the whole
v thing has been gone into by a very
competent body and ¢1' that I have
done is to see furthec in the light of
* criticisms obtained later on and also
my own proclivities in this matter

whether the Bill cannc!t be changed. T

Jo"admit that I have made some

changes. The changes may be for good

or otherwise. But I could not make
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very sweeping chonges That, I think
will explain the appnient discrepancy
between the attitude that I took up as
a private Member on a measure of this
cort and the one that I bave necessarily
1c adopt as the sponso- of this measure.

My hon. friend, Mr. Bansal, had
raised certain points and I think those
points were also empliasised by other
hon. Members who spcke. One thing
he said was that under the Essential
Supplies (Temporary Powers) Act the
Government of India had certain
rowers over certain commodities
inentioned therein. Ii is understood
ithat those powers will lapse in 19F5.
What is to happen to a Bill of i
nature which has som2 bearing on_the
Essential Supplies Act? The similar-
ity between the Essential Supplies
(Temporary Powers) Act and this
measure is extremely faint. All that
the Essential Supplies (Temporary
Powers) Act does is merely to carry
over the powers vested in Govern-
ment under the Defence of India
Rules not so much for the purpose of
regulation, as for purposes of pre-
venting speculation in certain types
of goods which will endanger the
supplies of those goods being avail-
able freely to the public. There is no
intention at all either in the Defence of
India Rules or in the Essential Supplies
(Temporary Powers) Act to regulate
futures trading. The idea is com-
pletely foreign to it. If at all some

.such regulation did come into play.

it was incidental and not really
suigneris. In this case we are contem-
plating a type of legislation which
will control futures markets. The
question was then raised that we were
legislating here while there were no
operations in the futures markets;
we were aJso taking powers to indi-
cate what those markets are to be, in
the sense that the markets would be
specified according to commodities in
which they dealt. My hon. friend and
other friends have raised this ques-
tion: seme of these commodities fall
within the range of the provinces,
List II of Schedule 7. Could the
Government of India enact legislation
in respect of those commodities? My
hon. friend has forgotten that we are
not legislating in respect of those
commodities. We are not saying that
such and such a price should be paid
to the grower; we are merely legis-
lating in respect of the activities
relating to those commodities. If the
argument of my hon. friend, Mr.
Bansal, and others who followed him
holds good, we shall not be compet-
ent to deal with Bills of Exchange
which is found in item 48 of List L
because Bills of Exchange might
relate to commodities which are
within the purview of the provinces
or States; we shall not be competent
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to deal with patents, inventions, copy-
rights and things of that sort because
the commodities with which they deal
may be in the State sphere and so on.
Besides we will not be permitted to
enact an amendment to the Contract
Act, powers for which are found in
the Concurrent List. The hon. Mem-
ber, if he studies this measure more
closely, will find that the Central
Government is quite competent in
this matter because we are only deal-
ing with certain types of what may
very well be called contracts
giving them a certain amount of legal
significance and therefore, we have
necessarily to legislate about them.
Speaking for myself I have no doubt
about it and I am_assured by com-
petent people that my attitude is
right. If my attitude is wrong, well
the law will take its own course: 1
shall not worry myself in explaining
t{)e legal position further at this
stage.

Again my hon. friend, Mr. Bansal,
vaised a point which I anticipated
vesterday, because I have heard this
kind of thing. When we import the
word ‘Commission’ oftentimes, we are
guilty of using a nomenclature which
could be widely linterpreted. There
is a fixity in regard to that concept
in some people’s minds and they wih
mever get away from it. ‘The Com-
mission’ means a statutory body act-
ing independently of Government with
statutory powers and so on—this is
the concept in the minds of people,
and when we use that nomenclature
to mean a body which is not a
statutory body, which is only an
adjunct of Government, which could
only be a part of the secretariat of a
particular Ministry, well the conflict
arises and we are asked to explain.
In this instance I said yesterday .that
the Forward Markets Commission was
not a Commission in terms of what
was normally understood to be u
Commission. (Interruption). Well
it is a question of name. He probably
thinks that it does smell as the name
Commission does, but on that I do
not propose to quarrel, nor do I pro-
pose to compromise. But I have made
it very clear and the amendments that
have been made in the body of this
Bill. as distinct from that of the
Select Committee’s report. indicate
that we do mean this to be an adminis-
trative machinery for the purpose of
eontrolling the forward markets. We
have also taken away the words ‘in
rnnsultation with’ to which I seem to
Lave objected originally, because we
did not want to give this body even a
semblance of apperance of being
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something totally independent of the
Government. It will be part of the
secretariat. It will be part of the
secretariat of the Ministry of Com-
merce and Industry and that also in
part answers my own objection to it
in the past. If it is to be part of the
secretariat. the cost will be consider-
ably reduced. I have thought out
this device which is subject to the
approval of the Select Committee and
thereafter this House. There would
be no undue cost to Government by
the working of this body. It will
work as a limb of Government. As
to the idea that a Commission is some-
thing totally different and has all the
powers of a Statutory body, of course
it is a statutory body because it finds
a place in the Bill even as it is. but
it is not an independent body. Well,
it may be that some people do not
like it.

I think one hon. Member here very
pertinently remarked that certain
changes had been made in regard to
the qualifications of the Members of
this Commission which he appreciat-
ed. I am glad he appreciated it, be-
cause I did not want the Government
to be fettered with provisions in the
matiter of the choice of the members
of the Commission which would mean
that we must make the Commission
representative of a body of people
who operate in futures markets.
Knowledge is quite enough. Know-
ledge might be acquired even by my-
self, having seen the working of one
particular market in regard to an
inquiry which I had the misfortune
to conduct, and I think technically 1
shall be competent when I lose this
job to become a member of the For-
ward Contracts Commission.

The hon. Member, Mr. Upadhyay
again quoted largely from my speech.
When he said that he and I shared
the same views I thought when I
approve of this nieasure he must have
felt satisfied that I have provided
adequate safeguards in respect of the
difficulties which both of us felt on a
previous occasion. I am only sorry
that my hon. friend could not shift
himself from that position to an altered
position now, as the provisions of the
Bill indicate in which we have taken
a certain amount of care to see that
the vested interests who will un-
doubtedly be associated in the Asso-
ciations which will operate the futures
market do not have overriding powers.
There will be enough check so far as
Government is concerned. In fact,
we have provided here that though
we agree to the principle that undesir-
able people should not be admitted
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into the Associations, Government will
not permit stratification of member-
ship of these Associations. I do com-
ceag, Mr. Deputy-Speaker, that in
dealing with the control of trade in
a  partinlar cemmodity we cannot
escape from having to rub shoulders
with the people who trade in those
commodities, and if it happens that
those people are by and large wealthy
people. speculators, people who pro-
bably do what they like irrespective
of ethical eonsiderations............

Shri A. C. Guba: And irrespective of
GoverLment control.

Shri T. T. Krishnamaehari:...... Well,
it cannot be helped. It is something
like asking the Superintendent of a
jail not to bave any truck with people
of criminal propensities. What we
are doing is to go right into the field
and try to regulate the business sou
that the ecomomic future of this coun-
try would not be seriously jeopardised.

. Mr. Thomas who spoke I think had
in mind principally the position of the
futures market in Cochin, and I think
that was also what was behind the
speech o{ the lady Member ironu
Travancore-Cochin. The Government
have before them a specific reques‘
from people trading in the- State of
Travancore-Cochin who wanted these
markets to be reopened. We do not
know whether we could do it at this
stage or whether we could anticipate
what will happen to control over the
futures market when this Bill _is
passed. Any way the position is being
examined. But I am glad that people
coming from an area where big specu-
lators are absént are nevertheless able
to find some utility for a futures
market, and I think probably one or
the examples which make it necessary
for us to recognise the need for allow-
ing futures markets to operate is of
those small markets like Cochin. and
Alleppey perhaps, where it is found
to be a very necessary aid for carry-
ing on business, for safeguarding risks
or rather for tampering them, amongst
people who are not very wealthy, who
are not multimillionnaires such as you
find in Bombay and Calcutta. Here
it is indicated that the futures marke:
might be usefully employed for ordi-
nary itrade purposes.

Mr. Guha wanted the Bengal posi-
tion to be safeguarded. In this connec-
tion 1 would like to again remind the
House of what I said yesterday in
regard to non-transferable specific
delivery contracts. We have un-
doubtedly made the provisions reason-
ably fiexible and I think section 18
which has been the subject of some
discussion provides a certain amount
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of latitude. Mr. Guha expressed a
doubt as to whethcr the former Select
Committee was wi-e in drafting a
section of that nature.

Shri A. C. Guha: I think I said that
under the circumstances it was some-
thing like a compromise between two
contradictory views and I was not
quite surprised with it.

Shri T. T. Krishnamachari: He rais-
ed certain doubts about the wisdom of
accepting that particular section. We
will have an opportunity of going into
it again. As I visualise it now I think
it allows enough freedom. freedom
from ceriair concepts that are em-
bedded in the minds of people with
regard to a sort of distinction betweern
certain types of contracts. At the
same time we do not want it to be a
sort of rigid thing we would like a
certain amouni of flexibility and 1
think as it is now worded it provides
for that flexibility. But we will have
it examined.

A question was raised by an hon.
Member about options. There are
certain people who want options, some
people who say there should not even
be a semblance of gamhling. What
is now sought to be done is more or
less described in a publication of the
Intermational Chamber of Commerce
on trading in futures, dated some
time in 1939. I could read a passage
from it—there it mentions the
technique . —

“It is necessary to emphasise
that the contract is not a paper
contract but definitely provides
for the delivery on a stipulated
date of a stated quantity of weight
of the commodity dealt in.”

If that is the sine qua non ol wnat
is to be aliowed in a futures marke.
then options automatically disappear.
Then—

“The quality or grade is also
stipulated with the additional pro-
vision that quality above or below
that grade may be tended within
certain limits with allowance, but
onr or off the basis of contract.....
and so on.

If that is what is recognised gene-
rally as being proper in a futures
market, what we understand as
options here, which translated in our
own terms is teji mandi, will have no
place. But if options mean some-
thing else, that there is something
specific about them, that they are not
merely a matter of gambiing and
premium, well. we have to define and
bring that within the scope of what
ic permissible under se“tion 18.
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Shri A. C. Guha: That will come
under iransferable specific delivery
contract.

Shri T. T. Krishnamachari: Well,
that ig really the idea. Therefore
while I agree that there is room for
a ceriain amount of contusicn the idea
that .we want to achieve in making it
flexible is to see that we do not pro-
hibit legitimate trading in futures
where. some time or other, the transac-
tion s related to delivery of goods or
to the question of offsetting that con-
tract by another contract before the
contract matures. That is a thing we
could go into again if necessary in the
Select Committee.

11 awm.

Mr. Tripathi disliked the basis of
the whole thing. He has probably the
experience of something happening in

his own town. If what happens in.

his town is the type of option which
is related to what we call in our own
language “teji mandi”, obviously that
will be stopped, but on the other hamd
if normal trade purposes require that
there should be some kind of future
contracts similar to what obtaing in
Cochin or Aleppey, it might be good
to have that permitted under the
supervision of an Association which is
authorised for that purpose and whose
activities will be supervised by Gov-
ernment. It does not necessarily
mean that the benefit should be con-
fined to cities like Bombay and
Calcutta. There is no reason why
the concession should be denied to
other parts. All that we insist upon
is that there shculd be a recognised
Association and the Association should
have rules and bye-laws more or less
conforming to the standard ones.
There should be adequate provision
for supervision and there should he
ne room for indu:ging in  teji mandi,
Subj~ct to that, { do not see why we
shou..d not permit smaller areas to
have the benefit of futures contracts.
especially areas in which genuine busi-
ness is done. Supposing there is a
group of textile mills in Agra, for
instance. There is a cotton market
there. Why should I prohibit the mill
managers there from covering them-
selves against purchases of cotton by
entering into some futures contracts.
so that the price of cotton for the pur-
pose of costing might be more or less
evened out. We need not say that
this is a monopoly for Bombay and
Ahmedabad and it should not be used
in Agra. All that should be done i<
to see that this is not abused. Therc
is no question of saying that there
should be no futures market in a towr.
with only twenty thousand inhabitants.
That is not material. In South Indie,
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for instance there might develop very
soon a very big market in Rajapala-
yam, which has only twenty thousand
inhabitants and I do not see why a
market should not develop there.

The last speaker more or less voiced
the fears that 1 had on a previous
occasion, but the amendments made
by the Select Committee on the last
occasion have more or less filled in
the lacuna that was there pefore and
since we are going to give legislative
sanction to these contracts which are
entered into in conformity with the
rules and bye-laws of the ‘Association.
I think the fear that my non. friend
has in mind would be more than
obviated.

There is one remark by my hen.
friend Mr. Thomas to which I wouid
like to roply. IHe said thai I had aa
objection to the word ‘‘reasonable” on
the ground that it more or less »pened
the floodgates of litigation. I agree
that it is so. But then it is a con-
cession to my hon. friend Paudit
Thakur Das Bhargava that we agreed
to import that word having regard to
Article 19 of the Constitution. Having
done that, I do not suppose I can stand
against him and refuse to accept this
word. That is my only apology for
supporting a measure with the word
‘“‘reasonable” in it.

Finally, I might say that al' that
hon. Members have said about ‘hLe
shortcomings of this measure wili be
noted down and placed before the
Select Committee. It is for that body
to consider them and give their verdict
as to what has been said is right or
othorwise. I caunot reaily anticipate
the decisions of the Select Committee.

Pandit Thakur Das Bhargava
(Gurgacn): What about the mouel
rules and bye-laws to be framed by
Government?

Shri T. T. Krishnamachari: As I said,
that will be one of the matters vhich
will be placed before the Select Clon.-
mittee.

1 forgot to say one word about the
Advisory Committee. I would plead
guilty for including this provision
When I did so, I had in mind the
fact that since the Forward Markets
Commission is an executive body,
people who are generally interested
ag well as certain amount of public
opinion should be associated with
Government. It is not a very diffi-
cult thing for Government to devise
such a representation. We have Iru-
port and Export Advisory Council.
The constitution is changed from time
to time. Sometimes we ask Associa-
tions to send representatives: some-
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times we pick up the representatives
ourselves. I have no doubt that no-
thing but good will come out of con-
sultations that take place betwven
Government and public opinion as
represented by these bodies. My idea
was really this, that we should have
a body of this nature to advise Gov-
ernment from time to time. It may
be that we may refer specific cases or
it may be that the Advisory Committee
may meet twice or thrice or oftener
and we may refer all cases ‘v them as
and when difficulties confront the
Government. So. I cannot anticipate
what the agenda would be that we
would place before the Advisory Com-
mittee, nor is it wise for me to tie my
hands up and say that the composition
shall be two representatives from the
House of the People, one representa-
tive from the Council of States. one
from the East India Cotton Associa-
tion and another from some other
. Association and so on. Government
must be left free to choose from a wide
variety of people. Perhaps, we may
choose a banker. Perhaps, we may
choose an economist. I am not at the
present moment prepared to commit
myself to the exact composition of the
personnel of the Advisory Committee
and what I thought would satisfy the
House generally and the public at
large is that Government would not
operate away from public opinion.
The Advisory Committee would bhe
necessary essentially to represent
public opinmion to Government rather
than to represent the opinion of any
vested interest. That is my view. If
the Select Committee feels that
view is wrong and they would like to
take away this particnlar Section, I
shall not complain. I have merely
thrown up that suggestion for con-
sideration. If the Select Committee
approve of my intentions and think
that nothing but good will come out of
it, the Section will be there; if they
feel otherwise, the provision will go.

. Mr. Deputy-Speaker: The question
18:

“That the Bill to provide for the
regulation of certain matters relat-
ing to forward contracts., the pro-
hibition of options in goods and
for matters connected therewith,
be referred to a Select Committee
consisting of Shri Chimanlal
Chakubhai Shah, Shri V. B.
Gandhi, Shri Ghamhndi Lal
Bansal, Shri Mukand Lal Agarwal,
Shri Raghubir Sahai. Shri Sinhasan
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Singh, Shri C. R. Bassappa, Shri
Balwant Sinha Mehta, Shri Asim
Krishma Dutt, Shri Lalit Narayan
Mishra. Shri Mathura Prasad
Mishra, Shri R. P. Nevatia, Shri
Ahmed Mohiuddin, Dr. Ram
Subhag Singh, Shri P. T. Thanu
Pillai, Shri G. R. Damodaran,
Shri K. T. Achuthan, Shri Satis
Chandra Samanta, Shri Jagannath
Kolay, Shri C. R. Chowdary, Shri
Umashanker Muljibhai Trivedi,
Shri Tulsidas Kilachand,* Shri
Amjad Ali, Shri Rayasam Sesha-
giri Rao, Shri G. D. Somani, Shri
Dev  Kanta Borooah, Shri
Bhawanoji A. Klum;u Shri
Bhagwat Jha Azad, Shri Satish
Chandra, Shri Radhelal Vyas. Shri
Feroze Ghandhi, Shri P.

Karmarkar, Shri Chmtaman

Dwarkanath Deshmukh and the

Mover, with instructions to report

not later than the first day of the

second week of the next Session.” .

The motion was adopted.

Mr. Deputy-Speaker: I appoint Shri
T. T. Krishnamachari as the Chairman
of the Select Committee. The House
stands adjourned till 6-15 p.M.

The House then adjourned #lUl @&
Quarter Past Six of the Clock.

The House re-assembled at a Quarter
Past Six of the Clock.

[MR. DEPUTY-SPEAKER in the Chair]

MESSAGE FROM THE COUNCIL
OF STAT®S

Secretary: Sir, I have to report the
following message received from the
Secretary of the Council of States:—

“In accordance with the pro-
visions of rule 125 of the Rules of
Procedure und Conduct of Busi-
ness in the Council of States, I
am directed to inform thc House
of the People that the Council of
States, at its sitting held on the
12th August, 1952, agreed without
any amendment to the Preventive
Detention (Second Amendment)
Bill, 1952, which was passed by the
House of the People at its sitting
held on the 6th August, 1952.”

Mr. Deputy-Speaker: The House now
stands adjourned sine die.

The House then adjourned sine die.





