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Mr. SpeaeT: I shall put it to the 
vote of the House, if that is the desire 
of the hon. Members. The Question 
is:

“That the proposal regarding 
presentation of credentials by 
Members be referred back to the 
Rules Committee” .

The motion was adopted.

Mr. Speaker: So far as the other 
rule is concerned, witnesses appear 
before the Select Committees. The 
Select Committees and other Commit
tees such as the Estimates Committee 
and the Public Accounts Committee 
have got a right to administer oaths 
to them. I shall now put the amend
ment to rule 272. The question is:

For rule 272, the following rule 
shall be substituted, namely:—

“272. (1) A Committee may 
administer oath or affirmation to 
a witness examined before it.
(2) The form of the oath or affir

mation shall be as follows:
'1, A. B., do swear in the name 

of God solemenly affirm that the 
evidence which 1 shalL give in this 
case shall be true, that I will 
conceal nothing, and that no part 
of my evidence shall be false’.”

The motion was adopted.
Mr. Speaker: So, now this is adopt

ed. The other one is referred back 
to the Rules Committee for further 
investigation and report. The House 
will now take up the other matter.

FORWARD CONTRACTS (REGULA
TION) AMENDMENT BILL

The Minister of Industry (Shri 
Manubhai Shah): Sir, I beg to move:

‘That the Bill further to amend 
the Forward Contracts (Regula
tion) Act, 1952, as passed by 
Rajya Sabha, be taken into con
sideration.”
Sir, before dealing with the speci

fic provisions of the Bill, it would be

useful to recount in brief tbe back
ground of the matter. Forward 
markets play a useful part in modera
ting price fluctuations, and providing 
hedging or insurance facilities to pro
ducers and traders concerned with a 
commodity. However, such markets 
also sometimes lend themselves to the 
danger of speculation and manipu
lation, which may, in fact, exagge
rate price fluctuations and render the 
markets unsuitable for the purpose of 
hedging. It is, therefore, essential to 
regulate forward markets with a view 
to preserving and enhancing their uti
lity and preventing undesirable 
speculation and manipulation. The 
Forward Contracts (Regulation) Act 
is intended to serve the above pur
pose. The Act was passed in 1952, 
and Chapters II and VI thereof came 
into force in the whole of India 
(except the State of Jammu and 
Kashmir) on the 24th August, 1953. 
The Act provides for the application 
of its regulatory provisions to speci
fied areas and commodities, and for 
the recognition ,of associations through 
which only forward contracts are 
permitted to be entered into in such 
specified areas and commodities. Of 
course this does not deal generally 
with the non-transferable specific deli
very contracts unless stipulated so by 
the Forward Markets Commission. 
The Act also provides for the estab
lishment of the Forward Markets 
Commission for advising Government 
in respect of all matter arising out of 
the administration of the Act and for 
performing such other duties and 
exercising such other powers as may 
be assigned to it. The Forward Mar
kets Commission was accordingly 
established in September, 1953.

The commodities in which forward 
trading is at present regulated under 
the Act are: cotton, groundnut, ground
nut oil, castors eed, cotton seed, linseed, 
coconut oil, pepper and turmeric. The 
regulation extends to the entire coun
try. 12 associations have so far been 
recognised at different centres in the 
country for regulating forward trad
ing in the several commodities men
tioned above. Some of the association*
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have been recognised for regulating 
forward trading in more' than one 
commodity.

Hie scheme of regulation of for
ward markets under the Act depends 
for its success, to a great extent, on 
the proper constitution of the govern
ing bodies of the recognised associa
tions. The continuous regulation of 
forward markets is, no doubt, the 
responsibility of the governing bodies; 
but in important matters like these, 
the Government is both entitled and 
empowered to give appropriate direc
tives to the associations, and also to 
itself amend articles of associations 
and bye-laws of associations as and 
when necessary. It is essential, in 
view of the large powers enjoyed by 
the governing bodies, that they should 
afford adequate representation to the 
different interests. Unlike companies 
in general, which are more for manu
facturing and trading, the member
ship of associations concerned with 
the regulation of forward trading con
sists of persons whose interest are 
diverse and at times even conflicting, 
such as processors, growers, import
ers, exporters, merchants, brokers and 
commission agents. The task of regu
lation of such diverse and conflicting 
interests would, therefore, lend itself 
to several points of view and there
fore, all sections of trade interests 
concerned should be having appro
priate representation on the governing 
body.

In order to secure such a balanced 
representation on the governing 
bodies for different interests, so that 
the forward markets and associations 
concerned work within the framework 
of the broad policies of the Govern
ment, the means generally employed 
is to serve seats for different inter
ests, Unlike the companies where 
pwely the shareholders by the very 
strength of their holdings get the re
presentation, in such type of bodies 
whieh are of a regulatory nature, and 
not of i  manufacturing or processing 
nature, such a panel of group repre
sentation becomes almost unavoidable. 
The members are usually classified

into different panels such as those 
representing a distinct interest based 
principally on the identity vt their 
interest and functions in the market
ing process. Such panels consist, for 
instance, of sellers, buyers, processors, 
importers, exporters, merchants and 
brokers as I mentioned earlier.

The members have also been occa
sionally clasified into different panels 
on a territorial basis because, after all, 
the rings selected by the Forward 
Markets Association are not too many 
and too much dispersed. So, they 
should have also some regional func
tion to perform. Therefore, members 
trading on a particular geographical 
location, in other words on a ring, in 
a particular town have to be grouped 
together.

The need for reservation of seats 
for the different functional interests 
on the governing bodies arises because 
their numerical strength in the total 
membership is generally not in accord 
with their relative importance. Though 
their holding in a particular trade 
may be high the performing duty that 
they have to carry out is of a much 
more important order. The justifica
tion for permitting forward trading 
lies in the benefit that it confers on 
all the interests handling the actual 
commodity in the best interests of the 
consumer and the grower. In prac
tice, however, the proportion of such 
members is small in the aggregate 
membership of the associations, which 
predominantly consists of merchants 
and brokers—because in trading it 
is generally the merchants and brok
ers who predominate—who are in
terested only in the commission that 
they earn from the transactions. And, 
in the wider social objective that this 
particular acts of the forward trading 
has, it is only by reserving seats for 
representatives of the interests gen
uinely interested in the actual com
modity, and giving them a weightage 
in excess of their proportion in the 
total membership, that the represen
tative character of the governing 
bodies can be ensured, and the spe-
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culative tendencies in the markets 
kept within reasonable bounds.

Seats have to be earmarked on 
the governing bodies for members be
longing to different territorial inter
ests, where the recognised association 
has been formed by the co-operation 
of the trading community of different 
competing centres, and the recognised 
association, is expected to serve the 
interests of the entire community. It 
is only by preserving the local repre
sentation on such associations and the 
governing bodies of such associations 
that we can ensure an effective voice 
in the deliberations of these different 
local interests, and the association* 
ultimately can function smoothly, 
■without conflict and ■winning the con
fidence of all concerned, building up 
harmonious and balanced relations.

Where seats are earmarked to re
present different interests, the House 
will agree that it is possible to have 
only two alternative methods of elec
tion to the governing body. In some 
associations, the system of, what is 
called, general franchise is adopted in 
which, while the candidates standing 
for election have to belong to the 
respective panels concerned, the elec
tion itself is by the entire member
ship constituting the general body— 
for instance, the East India Cotton 
Association, Bombay, has been func
tioning on this pattern of general 
franchise. In other associations, the 
system of panel-wise franchise is ad
opted, and the seats, earmarked for 
different panels are secured by elec
tion exclusively by the members be
longing to these panels—for instance, 
the Oilseeds and Oil Exchange, Bom
bay is performing the function on a 
panel-wise franchise basis.

Out of the 12 associations which 
have been so far recognised at present, 
8 provide for panels formed on the 
latter method, that is the panel method 
which I just now mentioned and which 
are formed on the basis of functional

interests; z associations provide for 
panels formed on the basis of local 
interests, and the remaining 2 do not 
provide for any pane)s at all. The 
reason for the absence of the pan«»l 
system at 2 associations was that there 
were certain practical difficulties in 
immediately grouping their members 
according to their respective interests. 
It was not so much the difference on 
the particular method that is being 
suggested, but the practical difficulty 
that was coming in their way. There
fore, there is no need to entertain any 
serious apprehensions by the memb
ers handling the actual commodity, 
whose interests the panel system seeks 
to safeguard.

The panel system has been prevail
ing at the associations concerned with 
the regulation of forward trading, all 
of which are incorporated companies 
since the inception of the associations. 
So, naturally, they have to work 
within the framework of the Compa
nies Act. Some time after the enact
ment of the Companies Act, 1056, 
where several amendments of far- 
reaching consequences were under
taken and implemented, it was brou
ght to the notice of the Government 
that the system of reservation of seats 
on the governing body for members 
belonging to different panels, as well 
as the system of j>anel-wise elections, 
were repugnant—if the hon. Members 
will refer to the Companies Act—to 
the provisions of sections 257 and 263 
of the Companies Act. This factor at 
once rendered it essential to take steps 
to legalise the panel system at recog
nised associations. It is evident that 
this could be achieved by an amend
ment of the Forward Contracts (Re
gulation) Act, which would have the 
effect of over-riding the mandatory 
provisions of the Companies Act, the 
only reason being the nature of these 
associations. As I have already indi
cated it is of quite a different chiu-ac- 
ter than the normal producing, manu
facturing or processing associations. 
These are more of a regulatory na
ture. Profit is not at all the n o tira
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It has * purely regulatory function of 
Lie different interests concerned in 
the best interests of the consumer and 
the producer.

There are two or three other rela
tively less important problems con
nected with this. One of them relates 
to the voting rights of members of 
companies with share capital. One of 
the associations recognised under the 
Forward Contracts (Regulation) Act 
is a company with share capital and it 
is likely that a few more such com
panies would come into being and 
would be recognised under the Act in 
the near future Section 87 of the 
Companies Act, 1956, provides that 
the voting right of a member of a 
company with share capital shall be 
m proportion to his share of the paid- 
up equity capital of the company; that 
la the usual proportional representa
tion equal to the equity holding of a 
normal company. Government con
siders, and I have no doubt that this 
House will agree, that in the interest 
of the proper functiong of associations 
regulating forward trading, each 
member of the association should have 
only one vote.

The other problem relates to the 
appointment of proxies. Section 267 
of the Companies Act lays down the 
right to appoint proxies to attend and 
vote at general meetings. In the case 
of associations concerned with for
ward trading, however, it has nor
mally been the practice to restrict 
rigorously the appointment of proxies 
In order to check irresponsible exer
cise of voles or purchase of votes in 
case of an up^et of a very extraordi
nary nature in the market Govern
ment, therefore, considered it very 
necessary to provide for such restric
tions on the appointment of proxies 
at all recognised associations includ
ing companies with share capital.

Another minor point in the Bill is 
one providing for the restriction of 
the voting rights of members to those 
matters In which they are interested, 
so that even though a higher percen
tage is given to those interests they 
may not interfere with the real inter
ests concerned. This provision is in

tended to apply in the case oi asso
ciate companies with share capital. 
Some of the members of the companies 
would be interested only in profits 
and dividends, but not m actual trad
ing. It is intended that these mem
bers may not have any voting rights 
with respect to such matters as trad
ing bye-laws and trading procedures.

The Bill now before the House 
seeks to statutorily legalise the three 
matters that I have mentioned before 
the House, namely, relating to panel 
system, one-member-one-vote princi
ple and the proxy system. The Bill 
also incorporates two other small 
related items. The change in the 
legal position resulting from the pas
sing of the Companies Act, 1956, in 
regard to the panel system was not 
clear for a long time after the Act 
came into force. Consequently, many 
of the recognised associations held 
associations and elections under the 
panel system, not knowing that they 
are conflicting with the actual provi
sions of the Companies Act, and 
which was permitted by their Articles 
even after the Companies Act came 
into force It has, therefore, become 
necessary to validate such elections at 
the same time as the statutory provi
sions are being modified in their ap
plication to recognised associations. 
Further, the next elections to the 
Board of Directors are due in the very 
near future at some of the recognised 
associations where the penal system 
needs to be further revised in certain 
respects, for instance, to admit of a 
preliminary nomination by each of the 
panels, and a general election from 
out of the individuals so nominated, 
being a little more elaborate system 
it is bound to take time and, there
fore, the minor provision has been 
introduced to validate such things 
and regularise them. The Govern
ment could not call upon the concern
ed associations to effect the necessary 
changes In the Articles so long as 
the panel system itself was invalid by 
virtue of the provisions of the Com
panies Act. The interval of time bet
ween the date an or before which 
they are required under the law to
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bold their elections and the day on 
which this Bill will become law is 
not sufficient for the purpose of 
effecting the necessary amendments 
to the Articles and then holding an 
annual general meeting for the pur
pose of the elections. It is, therefore, 
proposed to provide in/ the Bill for 
some postponement, till the appro
priate date, of the elections in suita
ble cases, for the purpose of giving 
effect to the principal provisions of 
•the Bill.
13 hoars.

These are the broad objectives of 
the Bill and 1 may summarise or 
reiterate them for the consideration of 
the Members. ' The first is to group 
members of recognised associations 
according to functional or local inter
ests; reserve goats on the governing 
bodies for members belonging to the 
respective groups and appoint to such 
reserved seats either exclusively by 
the members belonging to the respec
tive groups or by all members of the 
association voting together or by a 
preliminary election by the respective 
group and a final election by all the 
members in such manner as may be 
specified in the constitution of the re
cognised associations.

Secondly, to restrict the right to 
vote at general meetings only to mem
bers actually interested in trading and 
paying such deposits as may be speci
fied in the constitution. Thirdly, to 
regulate voting rights of members so 
as to authorise each member to have 
one vote irrespective of the share of 
the paid-up equity capital. Fourthly, 
to provide such other exceptions as 
restrictions or limitations as may, 
having regard to the function of the 
association, be considered necessary 
by the Commission and the Govern
ment with a view to giving effect to 
the above proposals. Lastly, to re
gularise the action taken by recognis
ed associations whose governing bodies 
have been elected after the 1st April, 
1856, on the grouping of the mem
bers concerned.

These are the broad objectives. The 
Bill is more of a nominal nature, and

not at a very important amendment,
excepting those in the very b«*t in
terests of regulating the forward mar
kets which had made the Government 
bring the original Forward Contracts 
Act before Parliament, namely, to re
gulate the forward trading to avoid 
and moderate the speculative tenden
cies of the market and to see that in 
a free regulated economy like that 
prevailing in this country, the agri
culturists on the one hand and the 
consumers on the other are protected 
by the forward trading through the 
hedge contracts and through the non- 
transferable specific delivery contracts 
in the best interests of the national 
economy.

The working of the Forward Mar
kets Commission has been placed be
fore the House from time to time and 
I have no doubt that in the last two or 
three years, when the Commission 
has been functioning in several com
modities, with the 12 associations that 
have been recognised by the Commis
sion and those which have come into 
operation for the commodities which I 
have already mentioned, the working 
of the Commission on the whole has 
been of a helpful and a healthy nature.
I have no doubt that, given these 
amendments and the further amend
ments that may be necessary in the 
light of experience, forward trading 
in this country on the pattrrn that 
we have begun will be conducive to 
the national economy of the country. 

Mr. Speaker: Motion moved:
“That the Bill further to amend 

the Forward contracts (Regula
tion) Act, 1952, as passed by 
Rajya Sabha be taken into consi
deration.”
Shri V. P. Nayar (Quilon): I must 

confess, at the outset, that the ex
planation given by the hon. Minister 
was a bit disappointing to me with 
my experience of what the non- 
Min is ter usually says in this House. 
Perhaps it is because this Bill has 
been made over to him for piloting in 
this House by his colleague Shri 
Kanungo at the last moment. I do
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not know. But we should not treat 
subjects of forward contracts from the 
point of view of this amendment and 
the various provisions which are em
bodied in the Bill before us. You 
will remember that the law relating 
to the forward contracts in this coun
try has a history. There was an ex
pert committee appointed to control 
and regulate forward contracts. That 
expert committee had submitted a re
port and on the basis of that report the 
original Forward Contracts (Regula
tion) Bill was drafted and there was 
a discussion in the House. We must 
view this amending Bill from that 
context, because it is not going to 
substantially alter the pattern of
forward contracts which has been set 
by that Bill.

I was just going through the report 
of the expert committee and I find 
that the criticism levelled against that 
report by one of the hon. Members of 
the House who later on became a 
Minister—my esteemed friend Shri 
T. T. Krishnamachari—stands ccnt per 
cent correct today.

Shri A. C. Guha: (Barasat) Subse
quently he piloted the present Act.

Shri V. P. Nayar: I am coming to 
that. When this Bill was introduced, 
I cannot describe the approach of the 
expert committee in better terms than 
what has been done by my esteemed 
friend Shri T. T. Krishnamachari. I 
am referring to this because the point 
in which he had some doubts have 
come true now and he stands cent 
per cent correct.

Shri Ranga (Tenlai): Vindicated.
Shri V. P. Nayar: This is what he 

said about the expert commillpc1̂  Re
port on the basis of which the Bill 
was originally drafted. On the 23rd 
April, 1951, he said in this House as 
follows, in the course of a really bril
liant speech:

"That attitude of the committee 
that is, the expert committee—

“is typical of vested interests in
this country who want govern
ment aid for carrying on their

activities and prevent competitors 
from entering into their own 
special field however undesirable 
or desirable they might be".

I shall have to give some roars 
quotations from the speech because I 
find that it is a very, very important 
speech. So, after the promulgation of 
the Act. three years after that, we 
have come to a stage when we are 
amending the existing law, giving a 
sort of locality with retrospective 
effect to what was patently illegal 
under a later law, I mean, the Com
panies Act. If you read the provisions, 
as we have,—the amendment is for 
adding a new section 9A—clause ?, 
where a new sub-section PA (3) is 
sought to be introduced, reads like 
this:

“Where before the commence
ment of the Forward Contracts 
(Regulation) Amendment Act, 
1957, any rules have been made 
or amended in relation to any 
matter referred to in clauses 
(a) to (e) of sub-section ( 1), 
the rules so made or amended 
shall not be deemed to be invalid 
or ever to have been invalid' 
merely by reason of the fact 
that the rules so made or amend
ed are repugnant to any of the 
provisions of the Companies 
Act.”
What is the position? Govern

ment say by this provision that any 
Act, subsequent to the promulgation 
of the Companies Act, which was re
pugnant to any provisions of the Com
panies Act will be deemed to be legal 
even if it was illegal under the Com
panies Act. Government are trying, 
by this legislation, to give a sort of 
legality to what was patently illegal 
under the Companies Act which was 
a subsequent Act. I ask, what Is the 
justification for this. We have not 
been given a case by the hon. Minister 
as to why it is necessary.

Shri Manubbai Shah: I mentioned 
that.

Shri V. P. Nayar: I did not under
stand it then. But here you mention
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two sections of the Companise Act. 
But they are not the only sections with 
which we are concerned, because this 
will not come any longer within the 
scope of the Companies Act. We 
know that even the very mild provi
sions in the Companies Act are very 
irkesome to big business in our coun
try, and they would like to get away 
from it. But why is it that in the case 
of the forward market associations 
we want the Companies Act to be 
kept away? The Minister of course 
made an attempt to argue that, but I 
was not convinced of a case having 
been proved in order to justify such 
a provision which gives legality to 
what was illegal under a particular 
Act.

Shri Ranga: Which has become
subsequently legal.

Shri V. P. Nayar: It subsequently 
became illegal. It is now made legal 
with retrospective effect or from 
whatever date it operates. That is a 
point which I cannot understand. It is 
here that some interesting aspects of 
how the forward markets have been 
functioning have to be taken note of, 
because, in the expert committee's 
report, which formed the basis of the 
original legislation, they had very 
clearly stated as follows:

“Government will do well to 
exercise the necessary regula
tion mainly by promoting the 
maximum amount of seli-gov- 
emment on the part of the trade 
itself” .

"In some of the trades to which 
this matter will apply, there al
ready exist powerful associations 
having considerable influence with 
all the important sections of the 
trade and one of the primary 
objectives of this measure should 
be to maintain and enhance the 
authority of such associations and 
limit the Government’s inter
vention only to extreme emer
gencies.”

This was the crux of the recommen
dation. It is about this that my hon. 
friend Shri Krishnamachari said, it is

not at all a matter in which Govern
ment should be idle, because the big 
business here wants to have the cake 
and eat it. The expert committee 
want the Government fo control; at 
the same time, they want to leave as 
big a field to the private enterprise 
as possible. So, it Is in that perspec
tive that the Bill itself was drafted. 
Today, seven years after the report 
was before us, we again come to the 
conclusion that in the management of 
forward contracts, there should be a 
sort of autonomy, for which they do 
not at all have a case. I am not going 
into the general merits or demerits..

Shri Ranga: The committee wanted 
that autonomy.

Shri V. P. Nayar: The committee
wanted that autonomy and that auto
nomy is being given.

Shri Manubhai Shah: The other
provisions of the Companies Act are 
not being interfered with at all in 
this Bill.

Shri V. P. Nayar: Here it is said:
“ the rules so made or amended 

shall not be deemed to be invalid 
or ever to have been invalid mere
ly by reason of the fact that the 
rules so made or amended are 
repugnant to any of the provisions 
of the Companies Act.”

I know that only sections 257 and 
263 will come. I am not referring as 
to how it circumvents the Companies 
Act. That is not my point. My point 
is, in 1957, we have come to the ori
ginal recommendation of the expert 
committee, which suggested that 
there should be complete autonomy 
and interference by Government 
should be kept to the irreducible 
minimum.

My point is, whether subsequent 
transactions as reported by the For
ward Markets Commission will give 
us any justification for giving this 
undue latitude for action by these 
people. That is the point which I 
want to make. I am sorry that this
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Bill, with its very important provi
sions, comes rather late when all of 
us are tired and do not have time 
enough to go through all the details. 
There is a load of material with us, 
but unfortunately, this is not the 
occasion when we can use them. But 
it will be interesting to see how
despite the working of a forward
market regulation, it was possible for 
the vested interests to avoid these res
trictions. My hon. friend, Shri
Morani Desai, might be knowing it 
much better, because the maximum 
operation in this is in Bombay. I do 
not have personal knowledge of it.

Shri Manubhal Shah: It i$ there in 
Alleppey also.

Shri V. P. Nayar: In Alleppey
there is; if the hon. Minister wants, 
1 shall come to that. Here is the Re
port on the Recognition of Associa
tions in respect of Forward Contracts 
in Groundnut and Groundnut Oil. 
There is a very interesting passage in 
it. I am reading from the second 
para in page 21:

. "Secondly, many individual 
traders or firms have enrolled
themselves as members of the
Bombay Oilseeds Exchange in 
more than one name. Thirdly, 
the present President of the Ex
change has continued in office ever 
since the establishment of the
Exchange, getting re-elected every 
year without any other candi
date being given a chance. Forth- 
ly, the panel system has been 
utilised for the manipulation of 
elections of Directors on the
Board.”
Does the hon. Minister say that all 

these malpractices can be avoided by 
the legislation as it is? I doubt it 
very much.

The Minister of Commerce and 
Industry (Shri MontrJI Desai): It is 
mainly with a view to avoid these 
things that these amendments have 
been brought forward.

Shri V. P. Nayar: I am going to say 
how you cannot do it. If under the 
present amendments all these mal
practices can be avoided, then cert

ainly I shall agree for the time being 
that these are very necessary. But 
here j s  a case where, when there was 
a FoSfrard Contract Regulation Act, a 
particular association, in which very 
powerful vested interests have • 
monopolistic role, have been trying to 
avoid all the provisions and ulti
mately it came to this that one Pre
sident remained a life-Presldent al
most.

Shri Morarji Desai: That will
change.

Shri V. P. Nayar: That will not 
change. Under the new provisions, 
can a person be prevented from 
being a member in two or three 
names? Is there any provision under 
which you can take it up? Not merely 
that. Under this Bill, when it become* 
an Act, if the association’s rules are 
not approved by the Government or 
it takes a year or six months or what
ever it is, till then, by the particular 
provision which I have read out, 
there is a sort of legality given to 
this illegal act, which becomes illegal 
under the Companies Act, so that, 
if tomorrow you pass this Bill and if 
a certain association which had had 
the manipulations indicated in the 
Commission’s report, continue to have 
such manipulations without their 
rules being recognised officially and 
published in the gazette, it becomes 
legal.

Shri Morarji Desai: No, no.
Shri V. P. Nayar: This is what the 

section says. I am trying to under
stand it from the commonsense point 
of view and not with a lawyer’s
brain:

"Where, before the commence
ment of the Forward Contracts 
(Regulation) Amendment Act, 
1957—i.e. this Act—any ruleB 
have been made or amended in 
relation to any matter referred 
to in clauses (a) to (e) of sub
section (1), the rules so made or 
amended—i.e. amended according 
to clauses (a) to (e)—shall not be 
deemed to be invalid or ever to 
have been invalid merely , by 
reason of the fact that the rules



Forward Contract* 12 SEPTEMBER 1957 (Regulation) Amend- 13564
"  3 meat Bill

[Shri V. P. Nayar] 
so made or amended are re
pugnant to any of the provisions 
of the Companies Act."
Shri Ranga: In regard to what? In 

regard to the panel?
Shri V. P. Nayar: In regard to 

everything which is enumerated in 
Clauses (a) to -(e). This is a doubt 
which I want the hon. Minister to 
make clear here and now. Sub-clause
(2) reads:

“No rules of a recognised asso
ciation made or amended in re
lation to any matter referred to 
in clauses (a) to (e) of sub-sec
tion ( 1) shall have effect until 
they have been approved by the 
Central Government and pub
lished by that Government in the 
Official Gazette and, in approving 
the rules so made or amended, the 
Central Government may make 
such modifications therein as it 
thinks fit.. . ” etc.

For the reasons enumerated in 
clauses (a) to (e), a particular asso
ciation can amend the rules. These 
amendments take effect only when the 
rules are recognised officially by the 
Government and published in the 
Gazette. When they are published in 
the Gazette, they have a legal autho
rity; I agree. But if Government do 
not publish it in time, there is noth
ing in this section saying that it shall 
be approved and published within a 
specific period of one month or two 
months; until such time as Govern
ment have chosen to get them pub
lished in the Official Gazette and 
thereby give a statutory authority. . .

Shri Manubhai Shah: I only want 
to interrupt to give an information to 
the hon. Member. Even the rules bye- 
laws today are approved by the For
ward Markets Commission.

Shri V. P. Nayar: I am referring to 
the Commission; please wait. But here 
is a point. In the former sub-clause 
you say that the associations should 
regulate their rules in such a way 
and get them approved and then pub
lished in the Gazette to take effect. 
But in the sub-clause immediately

after that you say, so long as these 
rules have not been approved by the 
Government, even il they have been 
framed as early as 1950, they will not 
be considered to offend any provi
sions of the Company Law which are 
relevant. That means, if Govern
ment commits a mistake or if Gov
ernment do not approve the rules as 
submitted by the association for 
modification, amendment or whatever 
it may be, until they are published, 
no action in respect of that associa
tion which is contrary to the provi
sions of the Company Law can be 
deemed to be illegal.

That is very clear.
Shri Ranga: There can be no gain.
Shri V. P. Nayar: Otherwise there 

was no necessity for the subsequent 
provision. Maybe, that the hon. 
Minister or his junior colleague might 
hold a different view. But reading 
this, as it is, I am unable to see how 
there can be any other interpretation 
except this. In order to reduce my 
argument, I shall be very grateful if 
the hon. Minister, who seems to be 
eager to answer me, gives me some 
explanation now

Shri Morarji Desai: I am prepared 
to explain it in two sentences. The 
rules are rules when they are approv
ed and have become rules. Till then 
they are draft rules and thev are not 
in force. Only those rulerf will be 
upheld by this section which have 
been approved by the Forward Mar
kets Commission and the Govern
ment. No other rules are in force, 
even if they are provided by the 
association. Tliat „ is an ordinary 
matter of commonsense and common 
law.

Shri V. P. Nayar: I do not know
where common law comes in.

Shri Manubhai Shah: Commop
sense.

Shri V. P. Nayar: It is ordinary 
common sense, 1 agree.

Mr. Speaker: The hon. Minister 
wanted to be a little more charitable 
by saying common law.

Shri V. P. Nayar: We know com
mon law in a particular context. Sot
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until such date as when Government 
find II possible to publish the rules of 
the association, such association has 
no validity, is that what the ho»
Minister says?

Shri Morarji Desai: Till then the 
association does not come into exist
ence.

Shri V. P. Nayar: Here sub-clause
3 says:

"in cases where there is no
recognition by the Government of 
the rules of the association, no
matter when these rules are for
mulated, such rules shall not be 
deemed to offend any provi
sion. .

I think I cannot make myself more 
clear because it is so very simple and 
the answer seems to be that it is the 
commonsense view. Let the House 
exerciso its abundant commonsense 
and find out whether I am correct or 
he is correct. Here we must also 
remember that from the working of 
the Forward Contracts Regulations 
we get an indication as to the real 
purpose why the forward market has 
been regulated in the manner it is 
regulated today.

I am here quoting again from ano
ther report of the Forward Markets 
Commission on the “Recognition of 
Associations in respect of Forward 
Contracts in Pepper” submitted to the 
House in November 1956. Here we 
get an idea as to the precise purpose 
for which the forward market in res
pect of pepper has been regulated. 
On page 10 it says (I am reading only 
one sentence):

“The resumption of a futures 
market will also help the whole
salers, who act as intermediaries 
between the growers and expon- 
erJ, to buy and store pepper 
during the crop movement season, 
and undrtake the work of assem
bling and garbling by hedging 
their purchases.”

It is a commodity in which my State 
is very much concerned. All of us

m ent B ill
know how the price of pepper has 
fallen. From Rs. 5,000 per candy, 
which used to be the price, it has 
come down to Rs. 500 or Rs. 600 per 
candy. All the same, there is a for
ward market, and it is very clearly 
stated that one of the main purposes 
for maintaining this regulation in 
respect of forward market for pepper 
is to help the wholesaler, who func
tions as an intermediary between the 
grower and the exporter. Not a 
single word is mentioned about en
suring a better price for the grower.

I know how the pepper cultivators 
are exploited in our State. There are 
giant firms like Volkart Brothers 
which buy the bulk of the produce, 
for whose whims and caprices the 
pepper market can be swayed. Here 
they say that for wholesalers, who 
act as intermediaries between the poor 
grower and the exporter, this is a 
very necessary provision. This bet
rays the very approach in respect of 
controls by the Forward Markets 
Commission and the control they hav» 
exercised when they were allowed to 
operate in the matter of pepper.

There are some other interesting 
quotations also, which gives us an 
idea.. .

Mr. Speaker: The hon. Member 
must have an idea of time also. Only 
l i  hours have been allotted for all 
the stages.

Shri V. P. Nayar: I do not find any 
other person anxious to speak. Our 
experience for the last few days has 
been that Bills are finished long be
fore the scheduled time. ,

Mr. Speaker: As the hon. Member 
is just saying that no other member 
is willing to speak, I have received a 
chit from Shri A. C. Guha that he 
may be given the next chance.

Shri Banra: I- also would like to 
speak.

Shri V. P. Nayar: Probably because 
I am speaking first. I will not read 
elaborate quotations and will confine 
myself to very important points.
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There is a passage in the Commis
sion's report on jute also. This gives 
us an idea how this can be circum
vented. In the “Report on the Appli
cation of the Forward Contracts (Re
gulation) Act, 1952 to Raw Jute and 
Jute Goods" it is stated:

“While forward trading in raw 
jute in any form is presently 
banned, it is reported that certain 
associations have started specula
tion in ready dealings, by adopt
ing a system of trading whereby 
their members can enter into 
raw jute contracts in forms simi
lar to those prescribed by the I 
J. M. A. for its specific delivery 
contracts. The parties to such 
contracts can settle their dealings 
on a weekly or a fortnightly basis 
instead of giving or taking deli
very of the goods contracted. It 
has been brought to the notice 
of the Commission that such dea
lings do not fall within the pur
view of the West Bengal Raw Jute 
Futures Act, 1948, nor of the noti
fication issued by the Government 
of India under section 17 of the 
Forward Contracts (Regulation) 
Act, 1952, which prohihits deal
ings in forward contracts otht-r 
than non-transferable specific de
livery contracts. Besides, subse
quent to the closure of the futures 
markets in raw jute and jute 
goods, illicit trading in these com
modities is going on its what <*re 
called the ‘Katni markets’ ”

I do not know what is really meant 
by ‘Katni.’ Probably, it is a Bengali 
word. Even when the provisions are 
very strict, there are ways and means 
—any number of them—available at 
the disposal of such persons, whom 
my hon. friend, Mr. KrUhnamachari, 
was pleased to style as ‘sharks’ in our 
economy, to circumvent them and yet 
they are allowed 'to operate and cir
cumvent the rules. And in such a 
situation Government come? and 
clothes legality on what is patently 
illegal.

I submit, this is not the way it 
should be done. In fact, if I were not 
inside the Housa but outside, I would 
have immediately said: ;his Js sur
reptitious taking within the compe
tence of legislation the power to give 
instructions to the e x e c u te  as to 
what course of action should be ad
opted. I do not want to continue in 
this strain. So, I would only say 
that Government should revise its 
policy in regard to the operation of 
forward markets.

In this connection, I would veiy 
earnestly request my young friend, 
Mr Shah, and also my hon. friend, 
Mr. Desai, to read the speech of 
Mr. Krishnamachari, in order to un
derstand what the position was at 
the time when the House discussed 
it for the first time. Sir, for want o f 
time, I shall be denying myself a very 
good opportunity of reading some 
very good and spicy quotation? from 
the very learned speech of the present 
hon. Finance Minister, who was an 
ordinary member then. I would like- 
them to find out whether it is not high 
time to prevent such deals in the for
ward markets, especially in respect 
of commodities in which we have a 
very good hold in the world; 1 do not 
say monopoly, but they are commodi
ties which are exportable. Instead of 
getting into long terir commodity 
agreements and thereby ensuring the 
price to the grower, Government now 
says: let there be a forward contract, 
which involves hedging. How is Gov
ernment going to help the producer? 
I am at a loss to understand that. Pro
bably, they are not interested, as has 
been specifically in one of the reports 
Their primary interest seems to be 
to assure the wholesaler or the ex
porter a chance to grab the entile 
products at the rock bottom prices on 
the pretext that he is governed by 
certain regulations in respect of fut
ure buying.

This is an attitude which the Gov
ernment should change and I would 
very seriously suggest to them that 
another commision should be appoint
ed to find out how best to take sway 
from these price speculators smcf
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manipulators and sharks certain
commodities on which depend the 
lives of millions of our people
Considering this measure and going 
through the provisions of the Bill, I 
am inclined to think, and perhaps 
rightly so, that the call which the 
Government seems to give to this
country seems to me to be for
ward to socialism through forward 
contract. This is an attitude which 
Government must necessarily change 
if they mean what they say when 
they talk about the socialistic pattern 
of society. It is not ai all the way. 
The forward markets, as all of us 
know, are completely controlled by 
a certain group of persons, whose 
only object is to get the raw material 
or whatever it is, whether it Li for ex
port or for internal consumption, and 
let it be vegetable oil, let it be pepper 
or other spice, at the lowest price and 
to pay the least to the producer, whe
ther he is a cultivator or a primary 
producer and then take the largest 
share of profit and call that as a per
fectly legal action under the existing 
forward contract regulation.

These are the points I would like 
to make and I would like to get the 
hon. Minister’s reply.

Shri A . C. Gnha: Mr. Speaker, Sir, 
I can say that this amendment is an 
attempt to improve the existing Act. 
Mr. Nayar was all the time condemn
ing the existing Act as also the pre
sent amendment 1 would not say that 
the existing Act has been able to do 
all that was desired or that was ex
pected, but at the same time I think 
Mr. Nayar would not say that after 
the passing of the Act there has not 
been any improvement in the forward 
markets or in the speculation of com
modities but under the scope of the 
Act. The only question is whether 
the improvement has been actually 
up to our expectations or not.

This is, 1 think, the first occasion 
when the House has got an opportu
nity to review the 'working of the 
Forward Market Commission after 
the Act was passed about five years 
ago. Shri Nayar was repeatedly refer
ring to some of the utterances of the

present Finance Minister. I think that 
was not at the time when this Act 
was passed. The present Art has got 
more or less a chequered career. It 
was first introduced in this House and 
sent to the Select Committee I think 
some time in 1949. Shri Nayar’s refe
rences to the present Finance Minis
ters remarks was to that stage Then, 
somehow or other tna Bill was not 
proceeded with. More or leu the 
same Bill if not exactly the same Bill 
was reintroduced by the present Fi
nance Minister as the then Commerce 
& Industry Minister in this House 
after the first General Elections in
1952 and it was passed by this House.
13.33 hr s.
[M r. D e p u ty -S p e a k e r  in  the C hair]

My main complaint is that during 
these five years it has not been possi
ble ior the Government or the For
ward Markets Commission to extend 
the scope of this Act to some other 
commodities. It is more or less limit
ed to four commodities: raw cotton, 
oil and oilseeds, spices and groundnuts. 
Groundnuts is included in oilseeds 
and oils So only three commodities 
are covered by this Act and all these 
commodities come practically from 
the western side of India. Agricul
tural products of other parts of India 
are not covered by this Act. I am 
glad the hon. Minister at least in his 
concluding portion of this speech has 
made some reference to the interest 
of the growers and the consumers.

This Act was passed with some 
expectation that it would not only 
check speculation but it would also 
consequently give some protection to 
the growers’ interests as also the 
consumers’ interests. I think the Mi
nister in charge of the Bill also will 
not deny that inspite of the 
Forward Markets Commission, there 
have been still many undesirable 
things in the forward market It 
has not been possible to put a 
check tb all undersirable speculations 
leading to steep fluctuations in the 
prices of commodities. May be such 
tendencies have gone down, but whe
ther such tendencies have gone down 
to the desired extent or even to the
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extent that would have been practica
ble for the Government or lor the 
Forward Markets Commission, is the 
only point to be considered. I have 
my own doubts that it has not been 
able for the Commission to do what 
ought to have been done.

It was mentioned by Shri Nayar 
that vested interests are controlling 
the forward markets. I think the 
Minister will not deny the charge al
together. After five years it may be 
possible for the Government to make 
a study of the operations of this Act 
and also the working of the Commis
sion and, if necessary, a comprehen
sive Bill to amend this Act should be 
brought before this House.

We are passing through a phase of 
inflation and particularly in the ease 
of agricultural commodities the 
market has been fluctuating rather 
whimsically and not always in con
sonance with some economic laws. 
This has been caused by the opera
tions of speculators. I think the 
operations of this Act should be 
extended and should be intensified 
and made more effective so that these 
undesirable tendencies as regards 
price fluctuations of agricultural com
modities may be checked and there 
may be some organisation in the hands 
of Government which can check and 
control the sepculative and inflationary 
tendencies in the price of agricultural 
commodities.

Sir, I come from West Bengal and 
the principal cash crop in West Bengal 
is jute. I know the jute market in 
Calcutta is not in a very healthy con
dition. I do not know why this Act 
has not been extended to the jute mar
ket of Calcutta. I appeal to the hon. 
Minister that he should study this 
question and take some measure to 
extend the operations of this Act to 
the jute market of Calcutta. I do not 
like to 9ay much, but I should like 
simply to draw the attention of the 
hon. Minister to the report of the 
Central Jute Committee published 
very recently as to the workings of 
the speculators, middlemen and 
moneylenders in the jute market. Tht

result is that the jute growers do not 
get in many places a fair price, but 
the profit is reaped mostly by the 
middlemen who are in some case* 
balers, beoparies and also moneylend
ers, but in most cases they are all 
blended together into one person 
or one agency operating in different 
forms and in different places. So, I 
request that the operations of this 
Act may also be extended to the jute 
market in Calcutta.

I would also like to refer to the tea 
market. Tea is more or less an or
ganised industry. It is not like jute 
which is grown mostly by individual 
and small farmers. Tea is grown by 
big planters. So it is not in so help
less a condition and it is not a ques
tion of protecting the poor farmers as 
in the case of jute But still I feel 
that in regard to tea that is auctioned 
in the Calcutta market something 
should be done. Only two days ago 
thrre was a debate in this House on 
the tea market in Calcutta and Cochin. 
I can understand the difficulty of Gov
ernment because tea is mostly an ex
port commodity and we cannot ali
enate our customers or prospective 
customers by hasty measures here. 
We have to be somewhat cautious. 
But still I think Government should 
keep a watch over the tea market 
and should also examine whether the 
operations of this Act could also be 
extended to that market also.

Then I come to some of the provi
sions of this Act. As 1 have stated, 
the amending Bill is surely an at
tempt to improve upon the existing 
Act I very much welcome clause (c) 
of new section 9A(1) where the 
voting right is restricted to one vote 
to each member. That is surely a 
step towards the right direction, but 
I am not so sure about some other 
provisions. The panel system of vot
ing is already prevalent in this, and 
by this amendment we are giving legal 
stamp to the procedure that is already 
prevalent in the forward market. I 
am not sure whether this will not lead 
to the vested interests being more 
fi’TPily entrenched in the forward mar
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kets. I would like the hon. Minister 
to clarify that position. I do not like 
to pass any opinion on that subject, 
but I am not so sure about the effects 
of that provision. I think under ties 
amending provisions, section 225 of 
the Indian Companies Act, which pro
vides for two-thirds of the board of 
directors to retire by rotation, that 
section has more or less been allowed 
to be avoided by these associations. 
That would depend upon the rules and 
bylaws that would be framed by the 
different associations. This is a heal
thy provision in the Indian Companies 
Act—this rotation system; and it 
should not be just lightly allowed to 
be circumvented or relaxed by the 
various associations.

Lastly, as I have stated in the begin
ning, the present Act operates only 
for three or four commodities and 
there are, I think only twelve recog
nised associations. But there are some 
unrecognised associations yet operat
ing in the market. I hope Govern
ment will take some measures either 
to bring them within the orbit of this 
Act or to take such steps as would 
make those unrecognised associations 
illegal and not be able to work in the 
forward markets.

Before concluding I would again 
appeal to the hon. Minister that the 
interest of the consumers, as of the 
growers, should also be protected and 
there should be some representation 
for them in the associations and, if 
possible, also in the Forward-Mai kets 
Commi^ion. The provision is: not 
less than two or not more than three 
members in that Commission Ev'en if 
there are three members, I think there 
should be one at least to represent 
the consumers and the growers on 
rotation

With these few words I commend 
this Bill and I hope it will improve 
the operations of the forward markets 
and eliminate the unhealthy practices 
that have been existing in that market 
and also help to check inflation 
through speculation. There may be 
other inflationary tendencies. There 
may be other financial forces which 
would tend to promote inflation. But 
inflation through speculation should

be checked. The advances given by 
the scheduled banks for foodgrains in 
spite of the repeated instructions from 
the Reserve Bank are an indication 
that speculation in an unhealthy man
ner has been going on even with re
gard to foodgrains. And surely hoard
ings through the bank advances have 
tended to increase the prices of food- 
grains All such things should be 
taken care of while this Act is being 
operated, and I hope that this Bill 
will improve upon the Act.

« r f r ? i  s m  t w  h i w  ( f e * r r c )  : 

3RT«r 3  ftw
% Fft^T wrt #  ITT STft TOT 
W en  jr 1 i p  faro vrsfr
sfr far tfPwi % *  Hsft,
sfrftortt r̂t f r  to fo r  3
f o r  |VT £ 1 TO ^ 3ft %

ht*t dl t vjf(m *rr i*«ti firnT gni

■̂'*1 gYrfolT 'Jl MI ^ hz
nft jr t#  ^  w  srnft t  1
vj'T sfrt TO 'TT T5T folT
3TRTT rTTf% SFTT TffiwFZ 3TT 
Vtf *1 *-oi <. eft • ?  3»T

1 ?t% 1  ̂1 o~l
i'-iVtfcs 5) r,n I
£ 1 TO finr *r *fr frftTT farr gvr 
t , w  fT^T ft I t o
fa r  % F m lw  w rfim ^ ir s m

3 «rr STRT
f, ar̂ T ?ft cRjftf’RT STT1R  

ffr rr
fViMi 'TPT, ftpr fft 'JtHi r̂rflrsr-

'5T«f ^ rTSTJTt’ft
*rr m % TR tnpcaptf
%  f?rq- ^ItH I I fPC1!!i
rm  gm  & fa  o r  *rrsft

<rfr, fR- T lf?TT
fTl‘1 I 'Tt 1H" FPF >TT

3*T Vt *RPTRfT % TT5
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fsMl 5TT ^+1 ^ I ■3fr V W  ’jft ^
fmr >pr ^  f^ fr s r  aw-
*t?ft ?t s r m t  1 4  j f w  ^ r r  gr
far w  v t  % ^ r r f^ T V

vt v f « m  1 1 trnrt 
% v m fe T V  f w  w  * t  * r c * t
*T W  ^ T T , %PPT w  *  5Tt s m h R  
val l̂ift 3̂?T % J|f<^ ^T3W *Pt

*Ft <TTT3V V t  t^ ftftn R F ^  
* t  f w  T̂T T?r t  I <NH^'d «Pt
iW rfire jpt fir^n  |
W  5T^T Vt T O t  %, JTf VST
< r w w  Sr %  t o

3̂ T tr^frf%q^3r Tt ^ ^ f% #  5ft ^
*3 : xfrt * m # 7  wfr «ftrt *f t  i j Rk w k

I *T{[ %TT?1T5 eft {>, Mai
fa> ^  STFT nlVlM l-
<la *Ft *Pt ^ VX *l?£ T̂3Rt

tW  ^ y r TM ^ t W  v m  T fT  t  I 
*in<i*iz % ^rnr w sr 'h v*t«*i£.
*rr s f e m K  £ 1 ^  ^ t
^ I Cl <li[i ^ f*f> 31? ^ T  ’F F V  # ■ql̂  3ft 
f w fh ft  ^PT ^  ^  d t r  *TCtT 
mfgfa%^r? <ft ?  1 sr^T w  
w»t >*tN w tr ^ r  61-d+i *J "T srnr, cfY j y i  
■jfr^^t ?P*nT I 4' STW
s r o r  w i^fT g f ¥  srpftsR r̂ f r ^ r  
% >i <1*1 r«.c  ̂ <tt w ? r crsrrr 1 w  ^rs^r 
TT ^  ^TtTfs 1̂ ^  —3̂ T "Pt ^  5
^fT T5T % fa jj ff^t «t>l<JH SFfTU I ^FTR

V9K,o JTM(<, VT'ft f'MSH *T it^t ^t
'R im  q j ^ f  1 frsRTT % v fr  ’pt
»Tf^r f w  5TT T?r I  I ^  ^  ^  ^ T T  
fT FT ^
<Str vnr *T̂ t >̂̂ ri in <N»i»Jd d'l ^

Tt fr  ^  «FT ?rft I
^  ?Ff "T̂ t TOT ^ ft>
W  <ld ft^ ft xfK ^ r  W
an̂ fi w  t o  3ft$fW fe v t  |,<fk 
vrfff ^  >ft^^T*T w m r 1

T O #  flVc ip n t%  ^ T  fTf tr jp  
V ^ft M*l<,i W  ^
*̂11 4.4) ^T3H ^  nfVl «11 %, ?  TT >3t) ^ t  

^Tvlfl % i P M  ^t WR^ft I #  ^  «T# 
fiT ÎT TT^TT ^  f% ^  V W  Vt ^TFT
STcTiTtvrvx# v t v f e m x ^ < r v r v t  
t  *ftr ^  «T'TT ^t
cm ari feTm  «fk
*Pt 3TT I  1 *t 5«S fipff % tr?

^STT?TjrPp 5ft ^T tn ftr
t ,  ^  f i m  w  fT^T T t #
i  ^ r  i t  wif^wr v in ? « i, fR T tr  ^r 
4i^»i46 ^ < 4 i ^ t  <. 5*11 "fll̂ cD 
t  ^  m w r  aj^rr ? t 5TT T^r t ,
W  si^t ^t T?T ^ I % 4><.«ti ^ 15̂11 j
f e w  frrT O v tv fep rrr^f% «r? w  

»Pt ftsft lit WT5, f%?ft ^ t  ^  
^rpfi^ at ^ f*p vt^ 
f^f^npT *1̂ 1 ^ ?5T ^i<5, ^T
a«t^rTl ^t ^  v t VT fo n
3TTt ?flT w  fTTW W TTTfTT ^  ?T ^  T|
sfrr ^  ^ r  %■ «jriif?w*«i s #  ^ fw -
fW M  *Pt <̂ <WT<TT§ if ?T I S > R W
^  ^  W141̂ 1 -1 PiWT 3TRTT f̂ FT ?K?3f 5̂
fTjrr #  orwl, sfrc snrc vt^ 4 ^ t

5Tt ^T  ^  ctocflWI Vt '3TT H^^ft 
rft 5*T *fo ‘Tî H >̂T hÎ T) 1 ft?TcTT f*P 

f^Hfi ^ t  -3^ % ^ r r f ^ p  <̂.1 
trf^rmx ^ 1 ^Ptii '»ra' Î'jOsi'1 ^ 
f% w  ^ t  iT fT ifffT ^
«ftr w  ^  aw<Rft
w  v^Pc^k ^ 1 A & z  wro f«r^r

?̂ T ^  nYr <7T 'f t
«ft 1 'ramr #  sftriz  

^T ^vf *TT \ *TT <t> 14 *?i *rm
*m  Pf %r&{ % vfenrrc i
t f t r fe  v t % f?w *cpf, ^  ^
?  *fk «ntr? am ^ 1

5 yftiw tT
^  iftt ^sftite v t «rf«TJm: ^  ̂  t w  fer



*3577 forward Contracts 12 SEPTEMBER 1957 (Regulation) Amend- 1357ft
ment Bill

TOT W  5T3*T 3 
q v  ^tt 5ft %  %
5TTT *T̂  ST ft «ft
iftT yPT % ^fTf^TV W  fVT ^
5PT 'far fkW W tFftfTT «IT I fTT%
im fa r  w  ftr̂ r #  ^  | I Tt 

fTTR ^ft ^1'fejij f5p 5W (frafl
«ffwirr<RI I, fT ?rm 

?r^% %, 1̂ $+1 fir̂ rnr finn
r c  w<% mfanr snfr t  1 w ^ r  
^  w f^m x | f r  * ?  ^  ^  q -̂ 1
6 fT ^ ST̂ fMH W l 5fpft 'Tlf^T 
WIW % w  ? r w  ftft  T̂f̂ q- *ft, 
flTfaf ÊT ^T3y *il8 <. WrST 'TT
w*ttft v )k s>t f^Jrarrrr tslcTl 1

Shri Ranga: Mr. Deputy-Speaker, I 
must express my admiration to my 
hon. colleague, Pandit Thakur Das 
Bhargava, for his insistence that the 
House should maintain its scrutiny and 
its final authority over everything that 
the Government does, especially, In 
the direction of subordinate legisla
tion. But, in regard to this particular 
matter, I am not able to go the whole 
hog with him. Because, after all, even 
the Government is not going to have 
that power. Government is giving 
that power to the Forward Markets 
Commission. The actual power is to 
be with the Associations. The Asso
ciations are not like our administra
tive statutory authorities that we 
establish with so many funds to ad
minister and so on Therefore, I think 
he would not find fault with us if we 
were to agree with the Government in 
allowing the Government to give that 
power to the Associations, only to be 
exercised after scrutiny by the For
ward Markets Commission which is to 
be established by us.

I wish to endorse all that has fallen 
from the lips of my hon. friend Shri 
A. C. Guha. I hope Government would 
give careful consideration to the points 
that he h&s made. I am anxious that 
the Government should ask the For
ward Markets Commission to bring

out a report if not once a year, once 
in every two years, to indicate how far 
its operations, really, have gone to the- 
benefit of the growers on the one side 
and the consumers on the other and1 
also for regulating and preventing the 
speculations tjiat generally take place 
in these forward markets.

In addition to that, it is also neces
sary that the Forward Markets Com
mission should take the initiative In 
inducing the people in other parts of 
India who are interested in marketing 
agricultural produce to organise local 
associations. It is not enough that 
they should merely sit as a kind of 
censor, to see, whenever they want to 
organise themselves into Associations 
whether the draft rules are all right. 
They should take the initiative.

Secondly, they should also see that 
their operations are not confined only 
to one particular portion of India. T o
other areas also they should be ex
tended and to other crops also. It is 
a well known fact,—I do not say this 
as a matter of disparagement; on the 
other hand, I would like to say it as 
a matter of praise—that the people In 
the Bombay city, Ahmedabad and 
other areas round about, merchants, 
are experts in forward markets. They 
have had the know-how for a number 
of years which the other people have 
not been able to develop till now. I 
would like the Government as well as 
the Forward Markets Commission to 
explore the possibilities of getting the 
good offices of these experts in order 
to train some other people also so that 
the merchants in other areas, when 
they want to organise themselves, 
could have the good offices of these 
experts and they would be able to 
operate these forward markets.

I wish to place on record our praise 
of the first Chairman of this Forward 
Markets Commission. He happened 
to be a friend of a number of us here, 
Shri Narayanaswanai Naidu. He died 
in harness. While he was actually 
engaged in the work of this Commis
sion, while he was going, I think, to 
Saurashtra, in the train, due to heart 
failure, he died. He whs an honest 
officer and a distinguished econo-
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mist.' He rendered great service to the 
country as a Member of the Tariff 
Board and later on, they made the best 
possible choice when they asked him 
to become the Chairman. I am sure 
the Government also would agree with 
me in paying a tribute to that cons
cientious public servant. I do not 
know what procedure they have and 
when such high officers die in harness, 
while serving the country, if the 
offices are not pensionable, whether 
they do anything at all to help the 
surviving members of the family. If 
the rules do not permit anything, I 
would like the Government to take 
this opportunity to reconsider the 
position, so that, in future, other 
officers similarly placed might be 
helped.

I am anxious that the producers 
should be helped in some way or other. 
How does it happen that the cotton 
producers are not able to get any 
benefit? After the picking period is 
over, the stuff, is placed at the hands 
-of the ginning factories, that goes to 
Bombay, prices go on soaring, but they 
do not get anything out of it. The 
same thing has been referred to in re
gard to jute. 1 want the Government 
to make a study in regard to this mat
ter, whether it would not be possible 
for them even in regard to these crops 
in which forward markets function to 
fix a certain basic price, what you call 
a minimum price, and then, in relation 
to the final prices that are paid by 
the final consumers, pass on a por
tion of the higher price realised over 
the whole year, to the producer. 
Generally, the final consumers are 
not individuals. They are big firms 
like spinning and weaving mills or 
combined mills. Some mechanism can 
be thought of, just like the equalisa
tion policy that they have in regard 
to fertilisers and various other things. 
They should evolve some policy. I 
connot here and now indicate the 
details.

I cannot agree with my hon. friend 
Shri V. P. Nayar when he expressed 
bis doubt whether the Government 
■was doing the right thing in trying to

validate things that have suddenly 
been found to be turning to be invalid 
in the light of the Companies A ct

Shri V. P. Nayar: When you don’t 
agree, I feel flattered.

Shri Ranga: That does not matter. 
I need not essay a long explanation. 
I am sure the hon. Minister would be 
doing that. I can only say that I must 
express my satisfaction that my hon. 
friend has tried to make a detailed 
and careful study of this particular 
matter. What is the use of quoting 
what a Minister has said when he was 
not a Minister? When my hon. friend 
Shri V. P. Nayar himself comes to 
have a chance of becoming a Minis
ter, he would be able to realise that 
all that he says now as a private 
Member may not possibly be sustain
ed as a representative of the Govern
ment where the interests of all the 
groups of people and all interests 
concerned have got to be reconciled 
in a responsible manner.
14 hrs.

I have only two more points to make. 
One is to express my satisfaction that 
this principle of one vote to one mem
ber, which generally obtains in co
operative societies, is being introduced 
in this Bill. It is a very progressive 
thing, and I hope that with its aid it 
might be possible for them to avoid 
much of the trouble that they have 
come across.

Only yesterday my hon. friends were 
so very anxious that the price of rice 
should be pushed down like anything 
so that it will be, I suppose, within 
the means of the consumers. Just now 
he has given the information that the 
price of pepper used to be Rs. 500 
while now it is only Rs. 50. How did 
it happen that from Rs. 500 it has 
come down to Rs. 50?

Shri V. P. Nayar: It was paid by
others.

Shri Ranga: I do not grudge the
pepper growers getting a higher price, 
but I want my hon. friends to keep 
the other factors, the other needs also 
in mind, that the rice-growers and 
the wheat-growers should also gut a
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decent and remunerative price Just 
as he is anxious that there should not 
be this speculation arid vacillation and 
change in prices from Rs. 500 to Rs. 60 
or from Rs. SO to Rs. 500, so also I am 
anxious that Government should take 
some active steps to see that the prices 
of turmeric, groundnut, tobacco and 
chillies are also regulated, or helped 
to be regulated, through the operations 
of this Forward Markets Commission.

Shri Manubhai Shah: I am beholden 
to the hon. Members who have gene
rally supported the Bill and its clauses. 
It was very kind of my hon. friends 
Shri A. C. Guha and Shri Ranga to 
have reviewed the working of the For
ward Markets Commission in their 
general remarks.

As the House is aware* the commis
sion was appointed only in September
1953 and the detailed work of recog
nising the associations and markets 
actually started only two years back. 
They have covcred almost eight com
modities and approved and recognised 
twelve associations not only, as the 
impression in some quarters was, in 
some parts of India, but practically 
throughout the country. The associa
tions in Delhi, Alleppey, Cochin, Mad
ras, Adoni, Calcutta, Bombay, Rajkot, 
Ahmedabad and Indore have been the 
beneficiaries of this recognition. There 
has not been sufficient time yet to 
make, as suggested by my hon. friend 
Shri Guha, a detailed research and 
survey of the working of the commis
sion. Even then, I can assure the 
House that the commission is fully 
alive and the Government js fully 
alive to the need of such a continuous 
survey and research, and they have in 
the commission itself cells, different 
commodity committees attached, to 
look after these various problems.

When the commission was appointed 
and when this Bill was brought be
fore the House in 1953 the main pur
pose was, as I mentioned in my ear
lier remarks, to moderate and regu
late forward trading in commodities. 
When the list of commodities is seen, 
it will be realised that commodities 
like tea and other commodities which

some of the hon. Members have re
ferred to cannot immediately, or for 
a long time to come, come within the 
purview of the Act. Where the com
modities are principally foreign ex
change earners, where they go more 
into exchange earning, where they are 
directly going to the consumer like 
cotton textiles or sugar, the operation 
of the forward market has very little 

'place.
Similarly, when some of the hon. 

Members mentioned that the price 
mechanism of the entire national eco
nomy should be regulated through the 
Forward Markets Commission Act, I 
think a little more weightage war 
given by them to this commission than 
what is entirely possible. This com
mission for the forward markets is 
only a very minor component of the 
entire fiscal and monetary discipline 
that can govern the price and various 
other structures of our economy. If 
the hon. Members go through the an
nual reports of the commission, I can 
assure them that they will appreciate 
that the commission has been dis
charging its functions in a very appro
priate and healthy pnd energetic man
ner, if only they will bear in mind 
the purpose for which the commission 
was designed It was suggested that 
a detailed, comprehensive survey or 
review could be made after five years, 
and I am sure that Ihe House will be 
equally satisfied when that review is 
made.

The price fluctuations in the trade- 
in oil, cotton and various other com
modities which the commission has 
brought under its review have been 
showing a healthy trend. I would not 
say entirely, nor would I use the 
strong language which my hon. friend 
Shri V. P. Nayar used, because harsh 
words cut no ice. All such anti
social tendencies have got to be 
regulated, and that is the primary 
function of this Act. The main pur
pose when the Act was passed was, 
and the main purpose and principal 
function of the commission today when- 
the Act is being administered are to  
see that the anti-social element* 
which are given to this type of trade
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•activity like kerb trading, tezi mandis, 
cornering, squeezing the market etc., 
are constantly looked into, and there
fore, the major objective of this com
mission has been constantly kept in 
mind by the Government.

Shri V. P. Nayar: May I interrupt 
him for s minute? If the hon. Minister 
says that I have used harsh words, he 
is not correct, because I was only 
quoting from his esteemed colleague 
Shri T. T. Krishnamachari.

Mr. Deputy-Speaker: He could also 
use.

Shri V. P. Nayar: Why should I be 
given the credit? I used only the least 
harsh words, because Shri T. T. Kri
shnamachari said that it was not a 
Bill dealing with respectable persons.

Mr. Deputy-Speaker: Do they
■become less harsh because they had 
been used earlier by somebody else?

Shri V. P. Nayar: I am only point
ing out that he said that the Bill was 
meant to deal with persons who could 
be as fierce as sharks and tigers Where 
their interests were concerned. 1 did 
not go to such an extent. I only took 
the first word.

Shri Manubhai Shah: I can only say 
that even endorsing somebody else’s 
remark on a point does not make the 
thing less bitting or anything like that.

Mr. Deputy'Speaker: He only meant 
to say that he was not as harsh as 
that Member, but he was harsher pro
bably!

Shri Manubhai Shah: 1 have no ob
jection to the Hon. Member saying 
what he thinks best, but what X 
meant was that all these anti-social 
activities, which are always prevalent 
in a society, and more so in a country 
like ours which is under-developed 
and is trying to develop itself, have 
got to be looked into, and the Govern
ment, as 1 was just now mentioning, 
Is constantly aware of that.

There was a suggestion from Shri 
Guha that this commission should

ment Bill

have a representative on it of the con
sumers, agriculturists and various 
other interests concerned. There are 
only three members on the commis
sion and they have to deal with a 
number of commodities, from a dozen 
to two dozen, and there are different 
centres. The commission's composi
tion was never intended to see that 
every type of interest could be repre
sented, since it is such a small body of 
only three members. But the Gov
ernment while appointing the members 
does see to it that they are experts 
knowing the working of the markets 
where it concerns the various interests 
like producers, the growers, the con
sumers, the merchants, the middlemen, 
the importers, exporters etc. We have 
commodity committees to advise on 
different commodity markets.

iHere I would wholeheartedly agree 
with the tributes paid by my hon. 
friend Shri Ranga to the late Dr. 
Narayanaswamy Naidu who unfortu
nately died before my very eyes in my 
State when he had come there to 
recognise the oilseeds association there. 
The Government of India m appoint
ing such a great expert and a noble 
man like Dr. Narayanaswamy Naidu 
to start such an important commission 
had really chosen the right type of 
person, and I would join, and I know 
the whole Housf' will join, in paying 
tributes to Dr. Narayanaswamy Naidu 
who initiated this Forward Markets 
Commission.

Coming to the point, my hon. friend 
Shn Guha mentioned that the inter
ests of the growers must be protected. 
I wholly agree with the views expres
sed by him. That is the intention of 
this Act and the intention of the Gov
ernment, namely to see that the grow
er who is the biggest under-dog in 
this country, the small producer in the 
field, is properly protected.

What I wanted to submit was this, 
that it is not through the mechanism 
of the Forward Markets Commission
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aione that the grower could be pro
tected. There are various mechanist?' 
adopted by Government, the Agricul
ture Ministry, the consuming Minist
ries, the markets, various centres 
where all producers, consumers and 
-different interests really come together. 
For instance, price support, which 
Government have been initiating from 
time to time in respect of different 
commodities, has been one of the 
major contributory factors to protect 
the interests of the grower. As a mat
ter of fact, as far as this particular 
Act and the Commission are concern
ed, the commodities they really take 
-over are more of a processing nature, 
as I have mentioned earlier—neither 
wheat nor gram nor foodgrains. The 
Government have been so strict that 
so far they have prohibited totally 
trading, whether it is of a specific 
non-transferable delivery nature or 
whether it is of a hedge contract 
nature or whether it is anything ex
cept spot and ready market. They 
have done so in the interests of the 
consumers as well as growers because 
if such commodities went into the 
spiral of speculation, the results 
would be very unhealthy and undesi
rable. So I can assure the House as 
far as the particular work of the Com
mission is concerned, that all the points 
that they have mentioned today are 
being kept constantly in mind and will 
continue to be continuously looked 
after by Government.

Pandit Thakur Das Bhargava men
tioned about subordinate and delegat
ed legislation. I was rather wonder
ing when he was mentioning with 
some emphasis the point that what 
Government were doing was some
thing extraordinary. I submit it is 
nothing of the kind. All that we hava 
done is in pursuance of the principles 
which the House today is endorsing, 
that it is better in such association? 
which are not of a producing or 
manufacturing type, which are not 
companies which are designed only 
for a particular business, but wbich 
are of a nature where balancing and 
moderation of different interests con
cerned is very desirable, the panel sys
tem of representation on the govern

ing body is preferable to mere voting 
according to shareholding. I am very 
glad that my hon. friend, Shri Ranga, 
said that the principle of one person 
one vote is very healthy and should 
be adopted in this panel. That is 
precisely what this amending Bill 
does.

Shri V. P. Nayar: How does he pre
vent manipulation?

Shri Manubhai Shah: I will come 
to that also »f am allowed to pro
ceed.

Unlike companies where the vote* 
are proportionate to the shareholding, 
here in this particular type of asso
ciation, it is the system of panel or 
group representation that we have 
tried to establish. I may give only a 
smalt instance. In a particular asso
ciation, the number of buyers is 73, 
sellers 13(i, brokers 272 and asso
ciate members 223. Here, practically 
but for the buyers, the brokers will be 
dominating the scene. Instead of that, 
the panel system of representation 
gives 4 representatives to the buyers,
4 to the sellers and 4 to the brokers 
and 2 to the associate members. This 
shows how there is a well thought-out 
and desirable balancing brought about 
by the amending Bill.

While giving recognition or ap
proval to healthier principles which 
the Government and the House to
day prefer to accept, Government, if 
they endorse the rules and regulations 
obtaining uptil now, are not doing 
something which is contrary to the 
wishes of the House. As a matter of 
fact, I would be one with Pandit 
Thakur Das Bhargava to see that the 
complete supormacy of the House 
prevails and their wishes are always 
constantly borne in mind and carried 
out not only by the government of 
the day but by all those concerned 
with the fair name ot administration.

Even in this regard where approval 
is sought to be given to regularise 
what was done under the existing 
provisions of the Companies Act, I 
submit that any rules or > bye-laws of 
any association since the Act came in
to operation have been considered
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valid only after they are scrutinised 
by the Forward Markets Commission, 
their recommendations are sent to the 
Ministry and the Ministry, in the 
light of the views, objectives and the 
general directions that the House has 
endorsed from time to time, scruti
nise those recommendations from that 
angle and approve them. So the ap
proval that is being today regularised 
and made valid is nothing which is 
different from what the House has 
generally endorsed.

Coming to the last point, Shri V. P. 
Nayar mentioned about validating 
something which is invalid or trying 
to see that the entire operation of this 
Act disregards the provisions of the 
company law. I may repeat what I 
had said when he was speaking that 
excepting the provisions in which the 
amendment is to be sought, the rest 
of the provisions of the Companies 
Act still continue and will continue to 
govern all the rest of the working of 
the associations recognised by the 
Forward Markets Commission.

1 would once again thank hon. 
Members for having given their ap
proval to the principles and clauses 
of the Bill.

Mr. Deputy-Speaker: I shall now 
put the motion for consideration to 
vote. The question is:

"That the Bill further to amend 
the Forward Contracts (Regula
tion) Act, 1952, as passed by 
Rajya Sabha be taken into con
sideration.”

The motion was adopted. 
Clauses 2, 3, and 1, the Enacting For
mula and the Title were added to the 

Bill.
Shri Msmabhal Stmh;. I beg to

move:
“That the Bill be passed”.

Mr. Doputy-Speaker: The question
is:

“ That the Bill be passed” .
The mottoit was adopted.

FOOD SITUATION IN WEST 
BENGAL

Shrimati Rena Chakravartty
(Basirhat): I am glad that this House 
has at last had an opportunity of dis
cussing the food situation in West 
Bengal.

Never since 1943 has the food situa
tion in West Bengal been as serious 
as it is today. At that tune, the Bri
tish Government, which was in power, 
refused to accept the position that 
thousands were dying of hunger and 
it was only as an ex post facto in
vestigation that the official inquiry 
showed that 18 lakhs of people had 
died, though unofficially we knew that 
36 lakhs died. The same pig-headed 
obstinacy has persisted in denying the 
seriousness of the food situation that 
has been growing more serious every 
day during the last three months. 
Starvation deaths are yet few in num
ber, but they have begun. But they 
a«e brushed aside with the same cal
lousness as did our er&twhile rulers.

Fourteen years after the worst ever 
famine that my State saw ana 10 
years after independence, there is one 
question that you will hear from the 
lips of everyone in West Bengal: will 
1943 nc repeated? Already in Cal
cutta, you will see peasant families, 
women with little emaciated babies 
in their arm1;, driven by hunger and 
unemployment, trekking the streets of 
Calcutta, hoping that they will be 
able somehow to eke out an existence, 
if not by work, at least by begging.

From my own constituency of 
Sunderbans, I have seen an entire 
family which has come away from 
Minakha, from Harwa., If you go to 
Sham Bazar in the northern outskirts 
of the city, under the Balliaghat 
bridge span, you will find there little 
sheds. Only the other day in answer 
to a question, the hon. Minister of 
Rehabilitation said that all the refu
gees staying in Sealdah—a very large 
number—have now been added on by 
those who are now coming from out
side because of hunger.




