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The Minister of Finance (Shri C. B

Commission Bill

s

LATION) BILL, 1954

Deshmukh): 1 beg to move:

~ “That the Bill to prevent un-
desirable transactions .in - securi-

ties by regulating the business of -
dealing therein, by  prohibiting"

options and by providing for cer-

tain other matters connected:
therewith, be referred to a Joint.
* Committee of the Houses consist--
ing of 45 members, 30 from this:

House, namely:—

1. Shri Chimanlal Chakubhai:
Shah, Shri Bhawanji A. Khimji,.

Shri Khushi Ram Sharma, Dr.
Jayantilal, Narbheram Parekh,.

Shri Shivram Rango Rane, Shri’

S.S. Natarajan, Shri C. P. Matthen,
Shri C. R. Basappa, Shri R. P.

Navatia, Shri Radhelal Vyas, Shri:

Bhupendra Nath Misra,

Swami
Ramanand Shastri, Shri

Sarju

Prasad Misra, Choudhary Raghu--
bir Singh, Shri Krishnacharya.

Joshi, Shri B. R. ‘Bhagat, Shri

Banarsi Prasad ~Jhunjhunwala, )

Shri Jagannath Kolay, Shri Loke-

nath Mishra, Shri Tek Chand, . -

Shri Ghamandi Lal Bansal, Shri

Radheshyam Ramkumar Morarka,.
Shri U. M. Trivedi, Shri Tulsidas. :
Kilachand, Shri M. S. Gurupada--

swamy, Shri Jaswantraj Mehta,

Shri Narayan Rao Waghmare, .
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and 15 members from Rajya
Sabha;

that in order to constitute a
sitting of the Joint Committee the
quorum shall be one-third of the
total number of members of the
Joint Committee;

that the Committee shall make

a report to this House by the 15th
February, 1956;

that in other respects the Rules
of Procedure of this House relat-
ing to Parliamentary Committees
will apply with such variations
and modifications as the Speaker
may make; and

that this House recommends to
.Rajya Sabha that Rajya Sabha do
join the said Joint Committee and
communicate ta this House the
names of members to be appoint-

ed by Ra]ya Sabha to the Joint
Commlttee

The subject of stock exchange
has had -a long history. I do not,
however, wish to dialateon the ear-

lier history of this subJect in the-

twenties and the thn'tles, except to
make a passing referencer to two
successive committees, one presided
over by Sir Wilfred ‘Atlay, a former
Chairman of ‘the London Stock Ex-

change and the other by Mr. W. B.
Morrison who was . also’ connected

with the London Stock Exchange
These ‘committees darried out ex-
haustive enquiries into the affairs of
the Bombay Stock Exchange in 1923
and 1937 respectlvely but for various
reasons which it is unnecessary to

. recount here, their recommendations
could not be fully implemented and -

did ‘not, therefore, secure the objects

: Whlch they sought to achleve

Commg to more recent tlmes, it was
the post-war boom in the stock ex-

"~ changes from the' end of 1945 to the

beginning of 1946 and its aftermath,
which drew  attention, once again, to
the urgency of 1eg1slat10n for the re-
gulation of stock exchanges and trad-
ing in securities in these exchanges
and the then Economic Adviser of the

/

Ministry of Finance was directed to
make a comprehensive study of this
subject. His report was received in
1948, and in the same year an official
committee of representatives of the
Government of India, the Reserve

Bank and the Government of Bombay "
was appointed to submit detailed pro--

posals for legislation.

Among other issues, the committee-

was required to examine specifically

the desirability of prohibiting for--

ward transactiong in the stock ex-
changes, of abolishing blank transfers

subject to certain exceptions and of”

setting up clearing houses for the
settlement of contracts—some of the
major issues of stock exchange trad-
w:¢ volicy which have been the subject

or much debate and controversy in
the past.

The committee made several recom- -
mendations but took the general view -

that an essential pre-requisite for the
introduction of reforms in stock ex-
change practice was the reform of
Company Law and practice in several

major directions. In 1951, another-

committee was informally set up to

process the recommendations of the:
official committee and to prepare &.

draft Bill. Like their predecessors,

this committee also considered it diffi--

cult to deal with the problem of blank:
transfers and other related issues of .

stock exchange trading policy, in the-
absence of cewptian conditions and..

institutional changes which they

considered basic to any proposal for-

reforms in these matters.

A further committee under -the
chairmanship of Shri A. D. Gorwalla

and including the Presidents of the-
important stock exchanges, represen- -
tatives of banking and insurance and

of share-holders and accountants was
set up later in the year and was re-.

quired to furnish a revised draft of
the Bill which the informal committee -

of 1951 had prepared. ‘
Shr1 V. P. Nayar (Chirayinkil):

Who represented the share-holders"

Is it Mr. Kapadia?

Shri C. D. Deshmukh The hon.
Member will find it from a reference
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~to the report of the committee which

I hope is available.

2 p.M.

The present Bill now before the

" House is largely based on the recom-
- mendations of the Gorwalla committee
_and the draft prepared by it.

The
report of this Committee and the re-

- vised draft Bill prepared were circu-

* The comments received from

fated tothe principal stcck exchanges,

. chambers of commerce and other in-

terested associations and individuals.
these

“ bodies and individuals have since been

studied and analysed in the Finance

“Ministry, and have been taken into
~account in the preparation of
—Bill.
. House is thug largely based on the re-

this
The present Bill now before the

- commendations of the Gorwalla Com-~

mittee and the draft Bill prepared by

_ it subject to modifications relating to
. a few important points in respect of
- which the Government have.
. considered it necessary to

- from - the recommendations of
. Committee or to defer action in the .
_light of the comments and criticisms
- which they received from: individuals
.and associations.

either
deviate

I think it will be

reasonable to- claim that, in its pre-

sent. form, the Bill now before

- measure.of agreement among all those

 who are likely to be directly con-

. _.cerned with it, including the more en-
“lightened of the stock exchanges .and

. the recognised organisations of trade
. and 1ndustry

- .1 trust hon. Members will bear with
~me if T make a few general observa-

tions about the scope and functions

. of a well-organised and efficient secu-
- rities market, before I proceed to ex-
- plain the basic principal underlymg

-~ this piece. of legislation.
--qseful introduction to my

It may be a
commentis

-.on the provisions of the B111 which

-

ewill just follow, but I do not wish to

‘say much on these general issues, as 1

have had prepared and circulated a

short technical note with a glossary
of technical terms to the hon. Mem-

““tare an tha genaral rale of stock ex-
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the °
' T;LHouse represents the largest common
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changes in the economy of a country

with particular reference to the moree

important of their trading policies
and practices in this
The economic services which a well
constituted and efficiently run securi-
ties market can render to a counfry
with a large private sector operating
under the normal incentives and in-
pulses of private enterprise are con-
siderable. In the first place, it is only
an organised securities market which
can provide sufficient marketability
and price continuity for shares so
necessary for the needs of investors.
Secondly, it is only such a market
which can provide a reasonable- mea-
sure of safety and fair dealing in the
buying and selling of securities. Third-
ly, through the inter-play of demand
for and supply of securities, a proper-
ly organised stock exchange assists in

a reasonably correct evaluation of

securities in terms of their real worth.
Lastly, through such evaluation of
securities the stock exchange helps in

the orderly flow and distribution of

savings, as between different types of
competitive investments.

These services can, = however, be
rendered by a securities market only
if, as I have stressed, it is properly
constituted and organised.  Sceptics
may argue that it is- impossible for
any securities market to function pro-
perly because of the undesirable acti-
vities of speculators, and yet genuine
speculation, which is based on a rea-

- soned forecast of the real value of

the investments, represented by the
securities. which are dealt with on the
exchanges, performs a very important
function. No stock exchange can
operate purely on the basis of invest--

ment buying or selling, because ‘pure’

investors in that sense are necessarily -

few in number and usually possess '

very limited resources. They cannot
provide the requisite volume or con-
tinuity of business, which alone would
enable a large number of buyers and
sellers to trade at all times in the ex-
changes and to bring about an adjust-
ment of the relative values of' the

C'Dﬂ1‘\ﬂ1+1oe ivn sirhinh thaovr fvads In nnne

country.

Y
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~formity with ‘their real W_oxfth.- It is
~the buying and selling of securities on

a large scale on the basis of reasoned

“forecasts “which alone can give the
"necessary breadth and continuity to

the market. Informed speculation,

“which takes a reasonable view of fu-

ture prospects and thus brings about
an appropriate adjustment of security

~values, thus helps not only in . the
~channeling of savings into the most

productive lines but also attracts new

-savings for investment into particu-

lar classes of securities. Too often,

“unfortunately, speculation in shares
-and scripes -is not based on any rea-
.-soned calculation of the prospects of

a company, .and comes wvery close to

-gambling. The basic object of stock

«@xchange reform is, therefore, to re-
-gulate speculative activities so that
.they may not degenerate into gamb-
ling. It is notithe object of such a re-
dform to interfere ‘with investment
‘buying or selling or even with legiti-
‘mate speculation as long as it con-
“formg to the rules of the game. It is
‘with this object in view that the Bill
now before the House has been fram-
ed. The main principles wunderlying
At are these: ‘

“Firstly, all existing and future stock

- rexchanges -will need to ‘be recognised
by the Central Gowvernment. Clause
‘4 'lays down ‘the conditions for the
_:grant of such recognition and the pro-
“tcedure’ which should be followed in

dealing with - applications for recog-

" ‘nition.

. Secondly, the Centra‘i Government

should have adequate power to regu-

. ‘late the constitution and organisation

of the stock exchanges, but this power

- is not to be exercised except in consul-
tation with the governing bodies of the-

stock exchanges concerned. These
powers are intended to enable the
Central Government to exercise a
measure of external control over the

_-activities of stock exchanges: through
~ the control over their constitution, and
- regulation without interfering .with
- their structural autonomy.

“‘T‘h.ii*dly, while every - re_:coghised
stock exchange would be free to make

28 NOVEMBER 1955
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or amend its bye-laws for the regula-
tion and control of securities, subject
to the approval of the Central Govern-
ment, power is taken to make or
amend these bye-laws under clauses

8, 9 and 10, but before the Central

Government can exercise this power,
it is required to consult stock ex-
changes in general or the governing
body of a particular stock exchange,
as the case may be, and also to record
the reasons for making or amending
the bye-law or bye-laws. As a fur-
ther safeguard, it is provided that in

‘all such cases a statement containing

the Central Government’s reasons for
making or amending the bye-laws
should be published in the official
gazette.

Fourthly, in order to deal with ab-
normal and extraordinary situations
which may develop in the stock ex-
changes from time to time, power is
taken under clauses 11 and 12 to sus-
pend the business of a stock exchange,
to institute enquiries into its affairs
generally or in respect of particular
matters, or supersede a governing
body or to appoint a governing body
when it is considered essential to do
so in any special case, or to withdraw
recognition given to a stock exchange.
These clauses provide that such power
shall be exercised only in the interest
of trade or in the public interest, and
only after the governing body of the
stock exchange concerned has had an
opportunity to show cause against the
action proposed by the Central Gov-

ernment. The reasons for the use of

such power should also "be published
in the official gazette. :

Fifthly, as regards the nature of t}}e
business to be carried on in the stock
exchanges, clauses 13 fo 19 - provide,
among other things, that no “rea@y
delivery” and “futures” contracts in
securities should be entered . into
otherwise than between -members of a
recognised stock exchange or. through
or with such members. . ‘

A

The object of this provision is to
ensure effective control over these
activities by requiring -~ them to be
carried on only in such recognised
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institutions. Then, the principal to
principal contracts in securities, ex-
cept between members of a recognised
Stock Exchange, should be forbidden
and no member of a Stock Exchange
shall be permitted to enter into con-
tracts as a principal except with the
consent of his clients.

Further, in areas outside the juris-

diction of recognised Stock Exchanges
all dealers in securities must be licen-
- sed on the lines of clause 1 of the
Prevention of the Fraud (Invest-
ments) Act, 1939, in the United King-
dom. Certain exemptions from this
. rule are to be allowed in special cases.

Further, certain securities may be
notified in which dealings would be
permitted only subject to such con-
ditions as the Central Government
may prescribe. This power, would
_not, however, be exercised except
after consultation with the Govern-
ing body of the Stock Exchange con-
cerned.

' Lastly dealings in optidns in secu-
rities should be plohlblted ‘

Whlle the main principles underly-
. ing the proposed legislation are those

- that- I have briefly. summarised. - I

would refer to two or three other im-
portant provisions of a. genex;al nature
which -would be of considerable in-

. terest to the House. I refer to the
- . Central Government’s power to com-

pel listing -of securities by some public
- companies :and the right of appeal
granted to a company which has been
‘refused a quotation on the Stock Ex-
- changes. As = hon. Members are
aware, listing is not only of great

.advantage to an investor and to a

company whose shares are included in
the list of securities in which tra-
dmg.ls permitted by a Stock Ex-
change, but also provide a valuable
" indirect ‘check and safeguard against
~manipulations. Clause 20° provides
-that the Central Government should
have. the power to compel any public
‘company as defined in the Indian
Companies - Act to have its shares,

~bonds, debentures and other marke-
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table securitics to  be admitted to-
dealings on a recognised Stock Ex-
change by requiring it to fulfil any
conditions that may be prescribed in
this behalf by the Stock Exchange-
concerned.

In clause 21, a right of appeal is
conferred on any public company
which has been refused a quotation
of shares, bonds, debentures etec, by
a recognised Stock Exchange. Clause-
26 of the Bill provides that it shall
be lawful for the registered share-
holders of a security to retain any
dividend payable thereon and any
bonus or other rights unless the per--
son to whom he sold the security gets-
it registered in his own name, within
a reasonable period from the date on
which the dividend becomes payable.
This, one hopes, will be a useful in-

‘direct curb on improper transfers of

shares, paltlcularly on blanks and will
assist us in controlling the lists re-

_sulting from such transfers which we

have worked out the details of the
positive measures which we have in
view. ‘

Hon. Members will notice that
what we have thus attempted to pro-
vide in the Bill in a general system:
and apparatus of control, without de-

tailed or meticulous regulatory pro- .

visions relating to any specific mat-

~ters. In par’mcular we have not pro—
pos’ed to make any statutory provi-

sions for those reforms in Stock Ex-
change trading methods and practices

~which have been the subject of so

much controversy in the past and still
continue to be the source of argument:
and debate. As power is taken in the
proposed legislation to make or di-
rect the making of suitable bye-laws
to deal with them, as soon as condi-— -
tions necessary for their introduc=- -
tion and enforcement have been crea-
ted, detailed regulations on these sub-
jects have been deliberately left over .
to be made at a later stage, in the
light of the administrative and insti-
tutional changes which would be

needed to deal effectively with the

problems connected with them. The:

.maore important of these issues relate;.
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among others, to Dblank
budlas or carry over facilities, the en-
-forcement of ‘margins’ and the es-
4ablishment of clearing houses and
<they have been explained in the
-gechnical notes that I have referred
to and which have been circulated to
hon. Members. It is true that both the
Atlay and the Morrison Committees
in the nineteen-twenties and thirties
-made many recommendations as to the
rules and byve-laws . of the Bombay
_ Stock Exchange relating to these mat-
4ers, but all these recommendations
were contingent on the adoption of
Lother measures which  were simul-
taneously recommended by them.
.Since these other measures were not
adopted, necessarily, the recommen-
dations made by these Committees
could not be implemented. The find-
ings. of the various official and infor-
-mal committees which went into this
-subject in recent years were also
similar. This shows the basic diffi-
.culty of making any major changes
in the existing methods and practices

4n the Stock Exchanges, until the pre-

conditions necessary for the success-
ful implementation of thesef’; Tecom-
mendations have ‘been created. The
broad philosophy underlying the
scheme of the present Bill is that the
problems: of Stock Exchange {rading
policy and practices cannot be -eff-
ectively dealt with! until a common
- gramework regulating and standardi-
.sing Stock Exchange practices all over
India -has been provided by Central
Jegislation, and till the relevant sta-
tute has conferred the . requisite
- powers on Gpvernmgn_t, to enforce the
- eonditions necessary for the success-
~ ful working of the operative bye-
laws. It will be one of the first tasks
©of the department entrusted with the
responsibility for the administration
.of this measure to initiate such or-
-ganisational changes in- the set-up of
the existing Stock Exchanges and to
-promote those institutional develop-
ments relating to their working as
~ constitdte the’ essential pre-requisite
" 4o the introduction of these basic re-

forms in.the trading practices which -

have often been agitated in the past

put on which some further detailed
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constructive work, I am afraid, yet
remains to be done. 1 can assure hon.
Members that these prel.iminary steps
are very much in my mind and I pro-
pose to initiate informal discussions
between  the representatives of the
Stock Exchanges and - my depart-
mental officers in the very near
future.

1 shall now say @& word about the
administrative set-up which we pro-
pose for the working of the Stock
Exchange legislation. As many hon.
Members are aware, the Gorwalla
Committee recommended the creation
of a Stock Exchange Commission, 2
recommendation to which strong ob-
jection was taken not only by all the
Stock Exchanges in this country but
by most of the leading chambers of

.commerce and other trade associa-

tions. The fear was expressed that
the creation or a top-heavy organisa-
tion like the one recommended by
that Committee would destroy the
internal autonomy of the Exchanges
and weaken the system of conirol en-
visaged in the Bill by the dispersal
of authority .and responsibility ~over
multiple -agencies, that is to say, the
Central Government, the Stock Ex-
change Commission and the State
Governments. The Government. re-
cognised that there is force in this

contention and that much the better - 8

course would be to strengthen and
streamline the existing departmenta]
organisations which we have already,
instead of-adding new structures out-
side. them which would not only com-
plicate the problems -of administra-

tive co-ordination and responsibility

put will also make such calls on our
very limited supply of specialised.
man-power as we know by experience
we shall be unable to meet. I, there-

fore, propose 1o reinforce the new

Department of Company Law Ad-
ministration in the Ministry of Fi-"
nance which has peen entrusted with
responsibility for matters relating to
Stock Exchanges and to set up a speé-
cial directorate in it consisting of 2

nucleus of people ~ with “specialised

knowledge of Stock Exchange The-""
thods and practices. It is my inten-
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" tion in due course to associate with
this Department a standing advisory
¢ouncil consisting of representatives
of principal stock exchanges of trade
and industry and of those institutions
which are closely connected with the
working of joint stock companies, the
stock exchanges and the money
market. If necessary, at a later stage,
we may also consider the desirability
of associating with the stock exchan-
ges also suitably constituted local ad-
visory councils. I trust the adminis-
trative organisation which 1 have in
mind will go far to dispel the fears
and suspicion which were expressed
strongly sometime ago about the
proposed organisation being too top-
heavy or overweighted.

Sir, I.think I have said enough to
indicate the broad lines on which the
present Bill has been conceived and
the objects which it seeks to achieve.
The present seems to be an opportune
moment; indeed the time seems to be
ripe for it—for considering a legisla-
tion of the type I have outlined for
the reform of the stock
on. an all-India basis. The recent
passing into law of the comprehen-
sive Companies Bill is expected to
introduce far-reaching changes in the
structure and working of joint stock
eompanies in this country and over
the years to standardise company

. management in a large segment of the
~_organigsed private sector. The reform
of our stgck exchange law will be an
essential  gomplementary measure
“which in-its turn will further help
to standardise the behaviour and pat-
tern of the private sgctor. It is my
‘hope that in the fullness of time we
_will ‘succged in building up an ad-
- minjstrative get-up strong and com-

| standing, wisdom amd vigour the mew

edifiee of a sound and revitalised pra

form~d With the assumptions and,

~ postulates  of

exchanges -

‘pétént enough to discbarge with under~ |

duties and respansibil‘ties entrusted to.

it. The two measurs  between

them  will go far [0 create
_those basic conditfons &° which

glone, 1 venture to think t\h.e

vate gector can be built up duly inw

s

our

ved:

“That the Bill to prevent un-
desirable transactions in securi- -
ties by regulating the business of |
dealing therein, by  prohibiting .
options and by providing for cer-:
tain other  matters connected .
therewith, be referred to a Joint"
Committee of the Houses consis-
ting of 45 members, 30 from this .
House, namely:

Shri Chimanlal Chakubhai
Shah, Shri Bhawanji A. Khimji,.
Shri Kushi Ram Sharma, Dr. Ja--
yantilal Narbheram Parekh, Shri.
Shivram Rango Nane, Shri S. S..
Natarajan, Shri C. P. Matthen,.
Shri C. R. Basappa, Shri R."P.
Navatia, Shri Radhelal Vyas, Shiri:
Bhupendra Nath Misra, Swamit
Ramanand Shastri, Shri Sarju
Prasad Misra, Choudhury Raghu-
bir Singh, Shri Krishnacharya
~Joshi, - Shri B. R. Bhagat, Shri
Banarsi Prasad Jhunjhunwala,
Shri Jaganath Kolay, Shri Loke-
nath Mishra, Shri Tek Chand.,
Shri Ghamandi Lal Bansal, Shri
Radheshyam Ramkumar Morarka,.
Shri U. M. Trivedi, Shri Tulsidas:
Kilachand, Shri M. S. Gurupada--.
swamy, Shri Jaswantraj Mehta,.
Shri Narayana Rao Waghmare,.
Shri Kamal Kumar Basu,
T. B. Vittal. Rao, and the Mover,.

and 15 members from Rajya:

Sabha; ' ro

that in order to constitute a
sitting of the Joint Committee
the quorum shali be

of the Joint Committee;

that the Committee shall make:

a report to this House by the 15th:
February, 1956; \

that in other respects the Rules -

of Procedure of this House rela-

ting’ to Parliamel‘itary Committees‘ |

socio-economic:

policy, such as will enable it to play -

its dynamic role in the future pat--

tern of society which we have chosemn.
to adopt.

Mr. Deputy-Speaker: Motion mo--

“Shrii

: one-thindy
of the total number of members:

¥




?" will apply such variations and
modifications as the Speaker may
make; and

that this House recommends
to Rajya Sabha that Rajya Sabha
‘do join the said Joint Committee
and communicate to this House
the names of members to be ap-
pointed by Rajya Sabha to the
Joint Committee.”

I would like to inform the House
that hon. Members who are not Mem-
bers of the Joint Committee will be
given priority. Of course, if there is

hon. Members,

v Shri V. P, Nayar: (Chirayinkil)
Even after listening very intently to
the speech of the hon.” Mover, L
think that some of us—and thay some
“of us might include you also Sir,—
sti'll remain ignorant of what matters
~ this Bill attempts to deal with. It is
~a very very difficult matter, I know,
and the hon. Finace Minister has
helped us by a note on some of the

words which we are not familiar with.

For example, when ordinarily a man
comes and asks me what is a “mandi”
I would only say that I know a rnand’i
and that is the “subji mandi®.

Shri €. D. Deshmukh: It is pro-

nounced as “mandhi”.

Shri V. P.V’Nayar: But it is written
- here as “mandi”.

. Mr. Deputy-Speaker: It is “mandi™
as opposed to “teji”. :

Shri V. P. Nayar: Our difficulty is
~that it relates to certain matters with
which we are not familar. I happen:
to have no personal knowledge about:
the operations of stock market nor do-
‘1 expect even the Deputy-Speaker to:
have any  such knowledge.

" Mr. Deputy-Speaker: Order, order..
I do not claim universal knowledge-
of all this, but I would urge wugpon:
hon. Members not to refer to. the:

- knowledge or  otherwise of the
~ Speaker or the Deputy-Speaker, be-—

cause it is embarassing. It is not as
5 it ‘everybody knows everything inthe

still some time, I will call upon other

world and some study will be neces-
sary. If you do not know, say, “I do
not know”. I may or may not know,
but it is wrong to refer to it. In
future no reference shall be made
either for or against the Speaker with
respect to any matter in the House.

Shri V. P. Nayar:- 1 beg your par-
don if I have.... '

Mr. Deputy-Speaker: There is no
harm in any hon. Member saying “I
do not know”; then the hon. Minister
will get up and say, ‘“the hon. Mem-~
ber must have read this and that; or:
he must have gone to the stock mar-
ket” and so on. But it is no good re--
ferring to the Speaker or the Deputy--
Speaker or whoever may be in the-
Chair and saying “you yourself do not-
know”. I know some of these things..

Shri V. P. Nayar: I am very sorry,.
if I have offended you, but....

¢, Deputy-Speaker: This is only”

M. c
for the future guidance of hon. Mem-
bers.

< . » .

Shri V. P. N 3Yar I shall have it.

for mv futur h‘idénce and I shall’
romy e g ¢ the Chairman is:

never again say tha. -, ) )
ignorant. All the worlc overeV{etI;r.xon
that the stock markets regisi -
buoyancy when there is the ! .
war scare and we also know t;h‘aithls";

the moment they hear about a.n{’"}’-
possibility of peace. But I do nou
think that as a country’s barometer to
gauge the effects either outside or _ir;-v
side, this is at.all a useful institution.

. buoyancy just mglts away, evapc.

1t is on. the other hand a crude and

shall I say a cruel - mechanism of
“mammon worship”. Who are the
members of the stock market? It is
not the ordinary people who take a
real interest in the stock market. It
is a set of speculators. The word
“speculator” is very carefully avoided
by this Bill. I did not know the deff-
nition of the word “speculator?” as it
was applied in business and I was
looking up the Oxford Dictionary.

There, a speculator is defined as ‘one
who engages in buying and selling of

commodities etc. in order to profit by

a rise and fall in their market value,

~ sﬁghteét .
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“1.e. mdulgc in a risk for reaping ex-
cessive profit. This is the type of
people who are associating themselves
with the stock market. We are eon-
sidering this Bill in an entirely dif-
ferent context now. I know that there
has been a committee appointed by
Government. When the hon. Minis-
“ter wag referring to it ag comprising
of various interests including the in-
terests of share-holders, I asked him
“the question as to who represented the
share-holders’ interests and he refer-
red me back to the report of the com-
‘mittee. 1 find in this Ministry of
Finance’s Resolution dated 23rd June,
1951 under which this committee was
-appointed a list of 10 persong begin-

“hing from Mr. A. D. Gorwala to the

“Secretary of the Finance Department.
"There is no indication in it from which
"we can find out who represented the
‘interests of the share-holders.

Shri C. D, Deshmukh: I could not
‘make a reference while I was speak-
ing. It was Mr. Jagmohan Das J.
‘Kapadia who was a very well-known
figure and who wag the Secretary for
‘many years of the ‘Bombay Share-
"holders’ Association, to which ‘We re-
- :ferred during the course of the dis-
~cussion on: the Compames Bill.

/
Shri- V P Nayar I was asking
“him whether it was Mr. J. J. Kapadia,

“because I did not know the full name,
I have read

-Our difficulty is this."
“through’'the. report-of the: Committee
‘under-Shri Gorwala, There are some
~cases in which- this. report glves us an
~idea of what operation: in” “the stock
market really means. I shall come to
zit later. In 1951, when the Govern-
. ‘ment had -considered the desirability
~Or n’e"céssity of controlling the  stock
rmarket in some way as.they thought
-fit, a Committee under the Chairman-
:ship of . Shri Gorwala was: appomted
“Up to that moment, what the Govern-
"ment says ig correct. What was the
~-context in which the Gorwala Com-
:mittee was appointed? I well remem-

" “Ber ‘that in 1952 and 1953 the hon.

"Mover was several times. repeating the
“words mixed economy. It was a con-
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text when none of the Members op-
posite ever thought of or declared
themselves as wedded to a socialistic
patteln of society that the Gorwala
Committee wag appointed. The Com- .
mittee has sent up a report. There
is something very surprising. Com-
mittees are given a long time. Here,
a committee was appointed and it was
asked to meet in Bombay in a week,
and they submit a report. It was en-
tirely in different circumstances. Gov.
ernment had not at all thought of 3
socialistic pattern of society. I fail
to understand the position of stock
exchanges and their regulation in
such a way then the Government, all
their spokesmen, declare that they
are wedded to the ushering in of a
socialistic pattern of society. Are we
to take it that by the control of stock
exchanges in the manner which is en-
visaged in this present Bill that the

Government are going to ushes in an -

egalitarian society? I submit that
this Bill does not at all deserve any
consideration,

Stock markets, as we all know, are
institutions of the monopolists, who
always operate on the variationg in
the prices of securities,

securities, and- always by such varia-.

tions " affecting the lives of hundreds
‘of thousands of our producers. We
know for certain that stock exchanges,

are used as straw by these . mono-.
polists to suck the life blood of our’

peasants and our producers.’; That is

the institution which the Government,
today, at the end of 1955, ’_long after:. ..

declaring themselves in favour of a =
socialistic pattern of society, come and . -

tell us, is an institution which has to
be regulated. Stock exchanges have
to be regulated inside, outside and

God knows where else. This is avery .
very strange matter. I do not find
there. is any justification at all for the
continuance of stock markets in any -

way if,—and that is a big if—the Gov-
ernment are really wedded to = the
ushering in of a socialistic pattern of
society. I cannot reconcile myself to
this attitude because I do not believe

sometimes .
creating variations in the prices-of ..
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that a socialistic pattern of society
js the result ~of certain regulations
«of stock markets where all the
financial sharks operate. They say
that there is a bullish tendency; there
js a bearish tendency and all that.
Very very true; so long as they are
#here, this is very natural. '

I was trying to -understand the
position better and I found that there
-was a very remarkable ‘passage imn
the publication of the Reserve Bank
of India ‘which gives us an idea of how
the utterances of whispers of a Fin-
ance Minister wouild react in the stock
-markets, especially in the matter of
securities. Here is the passage ‘and
1 request you to bear with me for a
minute. This gives a <clear indication
sof how the stock market reaots.

Mr. Deputy-Speaker: He may. read
@ passage, but not a whole 'shatement.

Shri V. P. Nayar: Two .or three
sentences. This is from 'the Reserve
‘Bank’s report for October, 1955, page
. 1065: '

“On the Bombay stock exchange,
the bearish tendency in industrials
~ noticed towards the :close of
August continued during the ear-
lier part of September. This re-
flected mainly -the market’s: reac-
tion tothe proceedings of the All-
india -Congress Committee at its
gession held at New Delhi early
in September....” o

I do not want to read the -whole
passage as you have directed. Here
is a passage where we have @a parti-
cular reference to the Finance Min-
isters : :

“The  downward trend was
arrested from the 9th and a stea-
dier tone emerged on a 'revival
of support at the lower levels,

 .aided by reports (since officially
.denied on the 17th) of a statement
‘made by the Finance Min-

~ jister, at a meeting of the Planning
Commiittee of the Céngress Par- -
liamentary Party held on Septem-
427 LSD

]
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ber 15, that there was n; likeli-
hood of the tax burden being in- .
creased....etc.”

A whisper of the Finance Minis-
ter or a statement here by a Parlia-

mentary secretary or some article con-

tributed by the Deputy Minister of
Finance is able to make its repercus-

- gions felt on the stock markets and

they act instantly. It may be bul-
1ish or bearish; I do not know which
is which. But, the fact remains

“that such declarations have always

been felt by the stock exchanges
because they happen to be control-
led by a set of people to whom such
matters are very important. They
have to spread their tentacles
throughout the country. These stock
exchanges function as the most sen-
sitive of the sensory organs of the
monopoly capitalists of India as you
find in every capitalist country.

Let us look at the observations
‘made by the special committee. That
also gives us an indication of what
speculation means, I am referring
to the report of Shri Gorwalla where
he says,—I am quoting from the first

- page of the report which gives us an

idea of why these undesirable. tran-
sactions are to be prohibited. Is
thre any desirable speculation? That is
the simple question which I want the
Finance Minister to answer. '

1S'\hri C. D. Deshmukh: Yes.

Shri VP Nayar: It is very good '

‘that there are. We cannot subscribe

to that view so long as speculation is
there. So long as on that specula-
tion depend the lives of several
hundreds of thousands of our people
who produce, we do not consider that
speculation. ... :

Shri C. D. Deshmukh: °Speculation
means intelligent or unintelligent an- .
ticipation. :

Shyi V. P. Nayar: Of the sharks.
The Oxford Dictionary defines it in
another way. It says that if I get
excessive profits in view of taking
risk, that is speculation. in monefary .

-
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[Shri_V. P. Nayar]
transactions. That is the ordinary
meaning in which we have taken it.
Now, the Gorwala Committee says:

“There -are those who buy
shares to invest or sell shares for
ready cash. It is the interests of
these that must be kept constant-
ly mind. .

Not the interests of you and me or
the people-—-I am sorry—interests of
the people who sell or buy shares for
specific reasons:

“ .sInce it is for them  pri-
manlv that the stock exchange
exists.”

As correct as I gstated. .

“There are also those who buy
in the hope to sell at a profit or
sell: 1n the hope to buy at a profit.”

“All this is very dlfﬁcult for us to
understand. - The Gorwala Committee
‘says:

“In popular language, they are
~speculators as d1t1ngu1shed from
genuine investors, though the two -
groups, of course are by no means
_mutually exclus1ve for by way
- of an example, a man Who has
;bought to mvest may later per-
-suade hunself to sell to make a
profit. Nevertheless, the exis-

~ tence of a body of speculators is
one of the ‘main features of al-

- most all the stock exchanges with.

L Wh1ch we are comcerned.”

- 'If the hon Fmance M1n1sters case

1s that When we are having a very
a_mbmous Five Year Plan; with the
prospect of enlarging our public sec-

| . tor. when the Government proclaims

" from all places through all its spokes-
men that we are shortly to have a
socialistie ‘pattern of soc1ety, if this

- speculation is to be allowed and given

the force of law, then, I have no

s more comments to make.

‘M, Deputy-Speaker He started by
saymg that mere investment . by per-
,_ -sons who 'have got some surplus
: money alone is not enough for the
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private sector. He said that this is.
no good and speculation is necessary.
Excessive speculation has. to be pre-
vented. That is the object of the Bill.

. Otherwise, if the Bill is thrown out,

even this curtailment will not be

there.

Shri V. P. Nayar: I am coming to
that. I am giving other suggestions
for that.

It reminds me of a parallel. The
hon. Minister says that it is desirable.
In so far as the acts of thieves and
robbers are concerned, there is also
a good aspect A thief does not ordi-
namly come to my house because he
knows that he has first to put some-
thing in the house so that he cam
later on have satisfaction that he has
stolen. There is nothing left. Ade
goes to a rich man’s house and takes:
away something. In fact, a portion of
that goes to other people. Are we
prepared. ...

Mr. Deputy-Speaker: If thieving is
done on a large scale and useful in
part to the community, I think that
also will be regulated.

Shri V. P. Nayar: If you will bear -
with me, I will be able to show....

Mr. Deputy-Speaker: The English
language is sufficiently rich. Any
kind of analfogy can be drawn. We
are in practical politics.

Shri V. P. Nayar: I amr coming to
the practical aspect. I never said
thieving is good or robbery is good, T
said there could be an interpreta-
tion, there could beé a thought that a
particular act in thieving is good.
Thieves do not . happen to be the
majority in India but thieves who take
what the rich possess and distribute
it among the poor may be considered
to do a little bit of service in at least
levelling down. Are we prepared: to
amend the Penal Code in sections 379
and 380 and say that hereafter thiev-
ing is comsidered to be advantageous
measure? Therefore,
there shall be a l.lcence to thieve at
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night but not during day time. That
is regulation of thieving, is that not

80?

Suppose a robber is told: “Robbery
is sometimes good, because you go to
the house of rich and distribute what
they have got to the poor, but please
note that the law prevents you from
robbing from morning till dusk.”
Then, robbery is regulated. Is that
good?

This speculation in Stock Market is
robbery of a worse kind. The opera-
tions in the stock market are not
merely robbery, but something more.
It is making the entire people suffer
on speculative prices, on the varying
prices of securities, and you do not
find in the stock markets people who
do only stock market business. There
are all these industrial combines and
financial barons. They are all en-
trenched in every stock market and
there is a vertical monopoly and there
is a horizontal monopoly, and the
stock market always is an appendage
or tentacle to make more profit.
This is a fact. :

If the hon. Finance Minister gets
up and says: “Look here, - if we do
not have this legislation, they will
have no control. If we do not at least
control them in this way, ‘then what
is the fate?”, then my answer will be
_ different. We must wipe out these
" nefarious deals on the stock markets,

and for this purpose at the earliest

possible time take an opportunity to

completely liquidate these stock mar-
kets which are so very harmful to the
country’s interests, provided—and
that provided is also very important—
_we have an eye to march forward to
a socialistic pattern of society.

It is not a very simple matter. If
I am given this Bill and then asked:
“will you have this because it contains
at least cértain restrictive .provisions
and gives Government certain - po-
wers?”, then I . will say: “If it is
not possible for me to get anyfhing
- at all, T might try to discuss. it in
. the Select Committee.” That Is a diffe-
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rent matter. But in thls context, my
submission is that there is no purpose
served if we are controlling these
stock markets by a regulation here re-
stricting thelr internal autonomy or 2
regulation there by imposing certain
restrictions on futures.

From the memorandum oD dele-
gated legislation you will find....

Shri C. D. Deshmukh: I would
like to ask a question of the hon.
Member, whether he has read this
technical note on stock exchanges,
their conventions and practices. No
use showing it to me. Has the hon.

Member read it?

Shri- V. P. Nayar: 1 have, 1 have
read and understood the English of
it, but I have not understood the
technicalities of 1t because, as you
will appreciate, it is nof a matter in
which a man can be an expert. That
is why I said I share my ignorance
with so many other Members here.

Mr, Deputy-Speaker: What is the
object of speaking then? What is

‘the hon. Member contrlbuting?

Shri V. P. Nayar: We are not hav-
ing a clause by clause discussion.

We are having a general discussion.

‘Mr. Deputy-Speaker: If he is mnot
able to understand what exactly is
meant,  the technical terms and ex- .
pressions' and how it" works, - and
knows only the English of it, I think.
1 will ask other hon. Members who
know something-about the subject to
speak. After all, three hours ought
not to be the monopoly of any hon.

Member. ... .

Shri V. P. Nayar: I do not want
to monopolise. :

Mr. Depgty-Speaker: Who éannot
contribute anything.

Shri V. P. Nayar: I have certain
doubts. :

. Mr. peputy-Speaker: It is one
thing to say that there ghould bz no
kind of speculation.... . :
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Shri V. P Nayar: My only object
is that whatever be the restrictions
imposed on the speculative trade or

gpeculation in the prices of securi-

ties, unless they are completely
done away with....

Mr, Deputy-Speaker: That is &
different matter. C

Shri V. P. Nayar: And in that con-
text, we do not require this Bill but
we require 2 different Bill.

Then, in this Bill as 1 have been.
able to find, the object set forth by
the Mover is only to give a shape to
the basic concepts as you S&€€ them
in the Gorwala Committee Report.
The ideas of the Gorwala Committee
Report have been borrowed O have
been taken-and put in proper shape

in these clauses.

There is also another reference to
the United Kingdom Act of
apart from the Gorwala Committee
Report, whose provisions are broad-
ly followed in this Bill. We must

remember that this United Kingdom

Act was not pbrought forward with
the concept of an ,.eg'alitarian society
at all. It is an Act of 1939 and we

know what the economy of Britain
in 1939 was, even today is. Even in
that Act the offender is punishéd

with an imprisonment for two. years:
and a fine of £500, while, on the

_other hand, my friend Shri Desh-
 /'mukh finds it convenient only to
" prescribe punishment for one year
without. any stipulation .about fine.
" Is that not correct? The UK Act
\reads: “to impxjisonment for a terim
not - exceeding two years or to find
not exceeding  £500"—that s the
punishment for any infringement of
that Act. while we on the morning
of ‘a socialistic pattern of society say
that these offenders shall be punished
with only one Yyear without any
monetary commitments. o

There is also fhis .aspect. It is very
clearly stated in the Gorwala Com-
. mittee report: =
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«The man Who has both know-
ledge and money put seeks to
manoeuvra the market, instead
~of confining himself to the legiti-
mate function of speculation is
a menace to the market, the in-
vestor and the public at large.
The man who has neither money
nor knowledge, but still specu-
lates is not only a ‘menace but
also a misfit. He ought never to

} have speculated.

Speculation, then, has .a place
in the organised marketing of
shares....” :

1 fail to understand the ligic of
it. In the context in which we are
living today....

shri C. D. Deshmukh: In clause 22
there is fine also. Imprisonment is one
year.

Shri V. P. Nayar: We cannot g0
into such details in the general dis-
cussion.

Mr. Deputy-Speaker: The hon.

. Member was saying therz Wwas no
There is im- .
.prisonment or fine or both.

monetary stipulation.

Shri V. P. Nayar: Is that any

stipulation? It may be one

rupes, it may be two rupees. Even
in the UX, Act which was brought
forward in the year 1939 there is a
provision for two years
ment and a fine of £500.

months after the Congress Govern-
ment have declared themselves 1In
favour of a sociallstic pattern - of
society, this is what We_,are" doing.
And who are the offenders? It is not

the common people who infringe the
~law in securities.
. studiad people, they are all sharks

They are-all very

waiting to have their prey and try-
ing to monopolise the market In
order to swell their profits, spread-
‘ing out their tentacles from - their
monopolistic position into all bran-

" ches of our economy. Of such peo-
lenient

ple why should  we take a
view?

imprison- .,
’ in 1955— -
1 am sorry I have to repeat it—many
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Shri C. D. Deshmukh: Will the
‘hon. Member read the UK, section?

Shri V, P. Nayar:

“Any person who contravenes
this section shall be liable,
conviction on indictment, to im-
prisonment for a term not excé-
eding two years or to a fine not
exceeding five hundred pounds”.

Shri C. D. Deshmukh: So, what is
the hon. Member’s complaint? “Not
exceeding” puts a ceiling on the fine,
whereas if we say “fine”, is unlimited
fine.

Shri V. P. Nayar: But what is the
power of the court to fine? Has the
hon. Minister any idea?

Shri C. D, Deshmukh: It depends on
the court before, which it goes.

Shri V. P. Nayar: It is fortunate
that Mr. Deshmukh did not practise
law! Does he know that the courts
can impose fines only consistent with
certain provisions of the Criminal
Procedure Code? That was not my
main objecttion. :

' Mr. Deputy-Speaker: I
there was+a restriction on the powers
of imprisonment. Is there restric-
tion on fine also" '

Shri-V, P. Nayar. Oh Yes. I am,
in fact, touching that.pbint.

Pandit Thakur Das Bhargava: On
" the amount of fine to be imposed,
there is a restriction in respect of
certain classes of magistrates.

~ Shri V. P. Nayar: There is. Even
that was not my point. There is a
A  magistrate of . the

Rs. 1} lakhs. The point is not that.

" Even if you fine Rs. 100,000 they will

pay the next day as you found re-
eently in the case of a big man for
an ordinary bail in a magistrate’s
court people were there to offer
Rs. 2 crores as security, but that is
not the point. Even. in the matter of

imprisonment, when the UK. Act
prescribes for an offence under it an
imprisonment extending to a period-
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up to two years, we find that our
Bill in 1955 prescribes only a Yyear,
which is fantastic nonsense, if nothing
elsa.

In. conclusiqn, I would particularly
like to draw your attention to certain
observation made in an article en-
titled ‘The Reguiation of Stock Ex-
changes’ in the Eastern Economist,
The views expressed in that article
are not my views, nor are they the
views of any of the Members sitting
on this side of the House; they are
probably the views of gentlemen like
Shri Tulsidas or some other big
businesSsman, whom the paper repre-
sents. In regard to this Bill, this is
what the Eastern Economist says:

“The Bill leaves an escape way
which can be employed success-
fully to thwart the jurisdiction
of the stock exchanges.  For
example, clause 2 defines ‘Spot

»

delivery contract’....”.

It may be that this is only a parti-
cular point of view. But the fact
remains that here is an example-

" of that point of view. So, it is not

merely that we on this side of the
House object to it on the ground
tha‘lc it is very much lenient and it
does not contain any drastic provi-
sions to. curtail the activities which
result in a few people taking away
all the cream of the profit, but even
the capitalists oppose this Bill. The
article I have referred to is an inter-
esting one, but I do not want to go
into it in any great detail, '
\

My point in participating in this
general discussion is only to bring
to the notice of the Members of this

- House certain aspects of the opera-

tion of stock exchanges. In this
context, when as the hon. . Finance
Minister himself has been saying at
several places, the object of Govern--
ment seems to be to bring in a
socialistic pattern of society...

Mr. Deputy-Speaker: The hon.
Member is repeating. He may eon-
clude new.
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Shri V. P. Nayar: I am concluding.
1 shall wind up my speech by putting
a simple question to “he hon, Finance
Minister, namely whether it is through
measures like this for regulating the
stock exchanges, where there are no
such regulations, OF by imposing 3
gew regulations on the periphery- of
the operation of stock exchanges,
that the hon. Finance Minister or his
Government propose 10 give us @
socialistic order in the near future?

" Mr. Deputy-Speaker: 1 find that
there are no other Members =~ who

want to speak.

Shri Meorarka (Ganganagar-——.]hun-
jhunu): May I speak now? I did not
want to speak. earlier, because 1 am
a Member of the Joint Committee.

Mr. Deputy-Speaker: I.et me eX-
haust the other hon. Members
first. ... Sirnce there are DO others
who want to speak, the hon. Mem-
ber Shri’ Morarka may speak Now.

_Shri V. P. Nayar: That is why I

fook the liberty of speaking at some

. length.

cause it was Very technical, 1 did not
take him seriously, pbut as he pro-

 ceeded with his speech, I found that

© §eould entirely agree vith what he
- gaid at the beginning. _For even a

person like Shri V. P. Nayar, who is

g0 intelligent and ‘who studies every

- aspect in such great details to come

House that speculation is not neces-
sary, that it should be banned and
that it is in the interests of an egali

forward and say on the floor of the

tarian society that there should be no

speculation or that there ‘'should - no

stock exchanges gt all is, T think, the

timit of the ignorane of & man.

Spéculatiéfl_, in the words of a very

_ ernment ggonomist, is nothing but a

struggle of intelligence against chan-

ces. So far as stock exchanget are

coneerned, they mainly deal wit the
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shares and bonds of joint stock com-
panies and Government securities.
The main thing that is very neces-
sary even from the point of view of a
small investor is the continuity of
the prices and the liquidity i.e. easy
marketability of the asset. If the
assets or securities are not liquid,
which means that they are not readily
marketable, then the number of inves-

* tors in those securities would be very

small. And if the investors are few,

then naturally the investment market

or the corporate sector would not
prosper properly in the country.

Now, the persons who do not actu-
ally have the shares to deliver, or
those who do not actually intend to
invest money and take delivery of the
shares, are the persons 'who are called
speculators. That is to say, they are
the persons who neither have the
goods to deliver on the due date of
delivery, nor the intention actually
to invest money by taking delivery
of the shares. At the same time,
these are the persons who are pre-

pared to take the risk of the price
flactuation. They make an intelli-

gent anticipation of the future. They
anticipate what is going to happen,
whether the prices of particular
securities are going to rise or they
are going to fall and so on, and in the
light of those anticipations, they make
their -purchases oI sales.  They

carry on these purchases or sales over

a period of time, as long as they think

that the time has not come either to
buy or to sell or to square the trans-
actions. It is these people who carry

on the business on the stock ex-

c"h_arnlgés,. So, the total volume of
business in any security which is

- quoted on the market is several times

the actual number of shares.

I shall make my point clear by

giving a concrete example. Ifin a

company A, the total number of shares
is only 500, and if the investors in
those shares only are allowed to deal,
then at the most only 500 investors
can be there, who can buy or sell;

'that would mean that the ‘market in
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.such securities would be fairly limit-
ed. If on the other hand badla
‘otfénséctiohs or some other such kind
of transactions are allowed, then oné
person alone can buy 500 shares, Or
1000 shares or 2000 shares or  as
many shares as he likes, and then on
the day of settlernent, he can either
vCéI'I_'Y over, Qf settle by squaring the
transaction by paying or reviving,
the price difference, as the case may
dbe. This type of speculation has great
:advantages.‘ The main advantage is
his. If at the stock exchanges the
prices are quoted, the banks and

.other financial agencies who finance

ithe purchase or sale of these shares
.even in the case of the genuine in-
vestors know about the investment
jposition; they know what the prices
«of the securities in which the banks
have invested their money are; they
know that the securities are readily
marketable, that is they can be easily
purchased 'or sold at moment’s notice
on the stock exchange. If there are
no speculators, and the market is to
be confined only to the genuine in-
vestors, then it may be difficult at a
«certain time either to find a purchaser
for a seller or a seller for a pur-
«chaser, and even if we do find, there
‘may be a greatprice difference, and
the purchaser may want to buy the
shares from the seller at a ridicu-
“lously low price and vice versa.
Therefore, in any society or in any
.stock exchange, ~which is well-con-
«ducted and well-regulated, the exist-
«nce of this type of speculators who
-are -intelligent ' speculators and not
-gamblers is a desirable necessity.

Another point which Shri V. P.
‘Nayar made was that after all, the
-pérsons ‘who onerate on ‘the stock ex-
changes are sharks, monopolists, this,
~that and the other. T cannat under-
stand this argument of Shri V. P.
Nayar at all, because it does not make
any difference at all to the function
of the ‘stock exchanges. ..

$hri V. P. Nayar: The fact that

-you do not ‘operate shows that.

~_‘Shri Morarka:...... -as to who spe-
«culates or who deals en the stock ex-

changes. The main function of the
stock exchanges is to provide a’well
regulated and properly conducted
market for the Government securities
as well as the shares of the joint
stock companies. As long as that

purpose is served, as long as investors
are provided with a certain forum on
which they can readily sell their in-
vestment or buy shares. when they
want to invest money, as long as that
purpose is achieved, it does not mat-
ter who operates on the stock ex-
changes. Whether the person is a
monopolist or somebody else makes
no difference. By monopolist is meant
a person who controlls almost all the
industrial concerns producing a par-
ticular product, i.e. he monopolises a
particular product or ‘products. But
at the stock exchange, he operates, if
he is a broker, like any other broker
directly, and, if he is not a broker,
ind_irectly; and he can buy whatever
shares he likes or sell whatever shares
he likes in the same way as any other.
person ‘can do. That means that if he
is interested in a particular company
and he wants to corner all the shares
of that company, naturally he can
do it. But then he has to face the
consequences. The same thing can
happen in every forward market also,
in cotton, in bullion or in other com-
modities; there are persons who deal
in certain commodities exclusively
and do the cornering. But then they
have to take the consequences of such
cornering. ’ o

The third point made by Shri V. P. .
Nayar was this. I

Mr, Deputy-Speaker: In short, is it
the hon. Member’s point that he does
not want any stock exchange opera-
tions except for bona fide purchase
and investment? TR

Shri Morarka: If that is done, then
the operations in the market would
be so narrow and so limited that the
genuine investors would suffer in the
long run, because they would not be
able to find genuine purchasers for
their investment or sellers when they
want to invest, and. even if they find,
the price difference would be so big




[Shri Morarkal]

persons who would suffer.

| the hon. Member, is there any proyi-
: sion in the present measure by which
a person who wants to take a rig;k
and who is competent to corner will

is there, then I am with you.

Shri Morarka: So far as I can see,
the competency of a person to buy
- shares or sell shares on a .stog:k ex-
change depends upon the bye-law‘s. of
: the exchange. If = such a cornering
1&, takes place, then Government are
always there to check those un-
healthy tendencies, and they can
always compel the stock
to amend the bye-laws, or if neces-
sary they can even declare a state of
emergency. So there are enough
~ powers in the hands of the Govern-
ment to meet such a situation. )

. 3 p.m. , \
 Then he said that even the speeches

- or articles of the Deputy Finance
- Minister have the effect of depressing
“or elating the Stock Exchanges. That
is exactly the purpose of the speeches
* by the Finance Minister. The finan-
_ cial apparatus of the country is sup-
- posed to react to the speeches of the
‘Finance Minister. That only shows

speech and if the financial markets
~do not react to it, I do not know the
‘purpose for which the speech is made;

‘a report of his speech and if that
- correction is taken as a 'good sign by

|  the purpose for which the correction
. 1s made. - ~ ‘

’;La:stiy' I should say that while
- .gambling is undesirable . and should
_."h_én‘_’g'e,. genuine type of speculation

- Is"necessary. It may be encouraged
-~and provision should be made in the
. B111 to that effect. - The only other
thlng I would like the Selact Com-

that ultimately they would be - the

" mended by the Gorwala
Shri V. P. Nayar: If I may interrupt -

be prevented from doing so? If that

exchange -

or! utterances of the Finance Minister «

how perfect the economic apparatus
i ds. If the Finance Minister makes a .

~and if the Finance Minister corrects

- the Stock Exchange, T think that 'is

ot be encouraged in. the Stock Ex-
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mittee to consider is that the appli~"
cability of this Bill, which is recom--
Committee: -
and everybody else, should be on am
all-India basis. Clause 13 of the Billi~
says that the provisions of this Billi’
would apply only to such areas which.’

. are declared by. notification by

Government. I think that unless the: |
Bill is made applicable throughout.

the country, the purpose of the Bill"
would not be fully served, because:
anybody who wants to circumvent the:
provisions of the Bill can cross the-
boundary line and enter into any-
transaction there. The 1925 Bombay-
Act which is going to be repealed by
this, I think, applied to the whole of
Bombay State and it did not apply
only to the Bombay Stock Exchange-
or any specified area. I hope the-
Finance Minister would take this point.
into consideration and if he finds it.

desirable he may make necessary
amendments.

Shri V. P. Nayar: He is ‘on ther .
Select Committee, He can say it
there. '

Shri Mohiuddin (Hyderabad City) -
The Securities Contracts (Regulation)
Bill has come before this House-
after considerablq,; delay, and I am.
glad that after all, it will be placed
on the Statute Book and the Stock:
Exchanges in India will be controll-

- ed. R

Stock _/ AE“xchang’e,s—_‘especially ' the:
Bombay Stock Exchange—have been:

.the subject of investigation - by a

number of Committees: The Atlay
Committee in 1920s’ and the Morrison:
Committee in 19305 are important, but.
in so far as any effective action.
against them was concerned, it was: -
taken only in the Bombay Presidency,.
and Stock Exchanges in other parts: .
of the country have remained abso-- -
lutely independent and uncontrolled..

The need for control is obvious be-
cause from time to time we have seen:
that the Speculation, * especially in.
Bombay, has, degenerated into gam--
hling. "The Morrison Committee in:
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their report had said that of the total
business transacted on the Bombay
Stock Exchange, too high-—indeed,
much too high—a proportion is of a
speculative nature, and their estimate
was about 80 to 90 per cent. and of
this speculative business, ‘a very high

proportion degenerated into mere.

gambling, thus constituting an ever-
present danger to the continued exis-
tence of the bazar as a serious place
of business capable -of discharging
with efficiency its proper function as
an important and essential part of the
economic machinery of the countxy.

‘This characteristic of the Stock
Exchange is inherent in the transac-
tions themselves and they have to be
controlled in such a way that while
keeping the useful aspects of specu-
lation, the gambling side of it should
be suppressed as strictly as possible.
In this respect, I would also invite the
attention of the Finance Minister to
the other aspect, that gambling or
speculation has its origin not only in
the Stock Exchange itself, but is trac-
ed to the companies whose shares are
‘traded on the Stock Exchange. It has
been mentioned from time to time that
the directors and the managing agents
of the companies who have inside
information about the future of the
company take undue-
"their confidential position and specu-
late on their own account on the Stock
Exchange so that they may make
profits which are really not due to
them. '

[PANDIT ‘'THAKUR Das BHARGAVA in the
Chair]

I hope that now with the new
Companies Act that we have passed
and which will come into force short-
‘ly it will be possible to control to a
certain extent this aspect of the evil

emanating from the side of the com-

panies -themselves.

My first impression after reading
the Bill which was introduced about,
I think, two years ago was that this
is an assurance to the private sector
in India that they can play. their due
part in the development of mdustrles

and business in the country. The Bill.

1s_ very comprehensive and it provides
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“advantage of |
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s0 many safeguards. The Bill pro--
vides that Stock Exchanges will be:
recognised by Government, and before -
recognition, Government will see that.
the necessary rules and bye-laws:
which provide that the conditions laid:
down by Government are fulfilled and
suitably framed. Government have
also got the right ynder this Bill to.
approve the bye-laws that may subse--
quently be framed by the Stock:
Exchanges. Similarly, the rules are:

‘also subject to their approval. . The-

Central Government have authority to
supersede the Governing Body of the:
Stock Exchange. In addition to all:
these powers which are very comp--
rehensive, Government also propose-
to take the power to ask the Stock:
Exchanges to make rules as they want:
and also direct them to make bye-
laws as they wish them to make.

Now, these are all, of course,.
reserve powers. My question is: is it.
necessary that all these reserve
powers should be kept in the hands of:
the Government? I do agree that'
powers in regard to recognition and
approval of the rules and’ the bye--
laws, supersession of a Stock Exchange
or withdrawal of recognition of a ]
Stock Exchange are necessary . and.
essential. I hope the Joint Commit--
tee will consider whether in addition
to all these powers it is still neces-
sary that the Government: should
have further powers to impose on the
stock exchanges their wishes in res-
pect of a change or addition to the-
rules or bylaws. I am sure that with:
the full authority already vested by
the other clauses in the Government.
it will be desirable to drop the pro--
posals’ which vest the Government. .
with the authority to impose rules
and byelaws on the stock exchanges..
If the stock exchanges are really to-
function as independent and autono-
mous bodies, I think we should have
confidence in the members and . the:
governing body of these stock ex-=
changes and leave them free to operate
within reasonable limits; it will be for-
the good of the chents and for the-
good of. the country. But reservation
of such. vast: powers- by Government-
go to show that the Government de-
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[Shri Mohiuddin]

‘‘‘‘‘‘

respect

The Gorwalla Committee was
:appointed to recommend measures for
the enactment of this law. Their re-
-port is very ‘valuable in many res-
pects but unfortunately they entered
into an unnecessary and long contro-
-versy about blank "’ transfers. I do
not think that blank transfer is so
dimportant as to déserve such a long
«controversy about its validity and use-
-fulness. The President of the Bombay
‘Stock Exchange has given a note of
.dissent showing the = utility of the
blank transfers while the other mem-
bers recommended that the blank
-transfers should either be abollshed or
their hfe should be hmlted to six
months ' or one year. 'The Bill only
provides that the stock exchanges can
‘make byelaws regardmg the proh1b1—

* stion or lumtatlon of blank transfers

These blank transfers have become,

.as far as I can see, an mtegral part
.of the business and ot banking in
1nd1a I could lay my hand only on
:some ‘old ﬁgures of advance by sche—
duled banks agamst the shares of com-
'pames in 1946 Mr Thomas “has men-
troned that the scheduled banks gave
an advance of about R: crores
, agalnst_ the shares of var1ous compa-
:ntesl_ approved _ India.
- ALl these advances are agamst blank
,transfers "No bank ms1sts that the
_ -shares deposited with the bank as
L secunty should be transferred to its
‘name. "The banks only take blank
transfers deeds from the

1n the company and 1 hope that 1n

. -‘dealmg with these blank transfers the
Joint Committee will see that a use-

, -:Eul mstrument of advances that has
'been evolved in Ind1a over a long
perlod of tlme does not recelve a

. »check whlch may ultlmately hamper
the busmess i the country

Another important. thing to which
I would invite your attention is that
-in the stock exchanges—at least the
_ ‘Qombay Stock Exchange—there are

~only brokers and not iobbers In a
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" clearly mentioned in ‘the

borrower ‘

contract they are free either to act as

agents in one case and as pr1nc1pals in
another The chent who deals w1th
them does not know whether the
shares he has bought through a
broker are through an agent or a
prmc1pal T others have
recommended that the broker’s re-
latlonshlp to customers should be de-
fined and enforced by the exchanges
As far as th1s aspect is concerned the
B1ll is very vague. Somewhere men-

t10n has been made of the relatlonshlp '

but only as an 1nc1dental matter and
not as a principal mafter. I hope that
this important aspect will be very
clearly brought out in the Bill so that
the brokers and the clients may know
where they stand.

The other aspect has - been very
Bill—the
periodicdal examination of the books
of the members to see that they are
in a sound financial position- to carry
out the business with which they have
been entrusted. I hope this impor-
tant provision will have sufficient sup-
port from all Members of the House
so that the future working of the
stock exchanges based on these two
important cons1derat1ons is on sound

‘ and healthy lmes
~ ‘Shri C. D. Deshmukh So far as the

hon, Member oppos1te is concerned1 I
fear that thls is a case of loves
labour lost.

time in bringing out the- technlcal

unpllcatlons ‘of ‘the Bill. We also',

attached -a glossary of techmcal terms
and we hoped that we had succeeded
in making clear—although not neces-

" sarily removing all the differences of

opinion—the functions which the stock
exchanges and investment and for-
ward markets are supposed to serve. I
ask the hon. Member specifically
whether he had read the technical
note—I mean the first two paragraphs
of 1t where we had tried to explain
these basm matters.

Now my difficulty is ‘that I can only

answer the observatlons that he hasf

made in those very terms, 1 have no
other language in wluch to’ enhghten
him '
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We spent a. great ‘deal of

)




" development of th

kS
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Shri V. P. Nayar: Ask any Mem-

per whether he has understood any=
thing of it.

Shri C. D. Deshmukh: Since no
other Member has spoken except two
Members.... ‘

Shri V. P. Nayar: Ask your Deputy
Minister. .

‘Shri C. D. Deshmukh: Except two
‘Members, who. did understand it, I
have no other guidance in this matter.
T am only pleading my own inability
to answer those particular points of
arguments if arguments they are.
“Towards the end of his speech he
asked a question. He asked whether
we thought that this was in accord-
ance with the socialistic pattern of
isociety that we were seeking to
evolve. Here again, I do not under-
stand the implication of the question
because, what we said is that we are
evolving or trying to evolve a socia-
listic ‘pattern which is quite different
from saying that we wish to instal
immediately a complete and compre-
hensive socialistic pattern of society.

I would draw attention to the pro-
mouncements on economic policy that
have been made from time to time on
behalf of the Government of India in
whicH we have said that we believe
that the private sector has a purpose
to servé and a mission to fulfil in
our efforts to secure the ~ economic
e country. Now, as
long as that private sector exists, as
long as corporations exist, ‘as long as
companies exist, there are joint stocks,

there are shares and there are Gov=-"

ernment bonds, and some mechanism
will be required for the marketing
of these things just as a mechanism
is required for orderly marketing of
other goods and commodities like bul-
lion, or agricultural commodities like
oilseeds, cotton and a number of other
things. I can understand hon. Mem-
‘bers having- views as to whether a

" market should be purely a cash invest-

‘ment market or whether there is any
proper place for forward transactions
and, if there is & proper place for
forward transactions, whether il
should be allowed in bullion, in com-

modities or for the exchange of stocks
and shares. These are all 'ina;t‘{gits
which can be thrashed out in ﬂ{e
Joint Committee. They have been
referred to in the various report. If
the hon. Member will get hold of the
First Report—I think that was ot Dr.
Thomas—he will find in the initial
portions of it a discussion on this

very issue: “should stock exchanges
be abolished”. As I said, the Joint
Committee will no doubt go through
this matter, but, in any case, 1 think
everyone would agree that a market
is necessary and in order to prevent
sbuse the regulation of that market
is also necessary, through a Central
legislation. This is the first time
that this is being attempted.

So far, as far as I am aware, there
has been legislation only in the Bom-
bay State. There, under the Bombay

Securities Contracts Control Act, stock.
exchanges in the Bombay State de-"
siring to carry on forward transac-
tions are required to obtain a licence
from the Government to do so and if
they are not licensed for a period
exceeding 7 days then the transac-
tions are declared void. So, in answer
to a question asked by another hon.
Member, Shri Morarka, I would say
that this Act applies to the whole = of
the Bombay State and there is this
provision for it. Now, whether ~we

 should have a similar proyision or

whether we should have 'a specific
provision notifying certain areas or
not are all matters of detail which
could be gone into at the Joint Com-
mittee stage. -

'I'heretqre, so far as the observations
of the hon. Member opppsite_ are con-
cerned I really have no further answer

to give. I repeat that as long as there

is a private sector there will be pri-
vate investments. As long as there
is private investment.in stocks and

shares there should be some provision
for orderly marketing of these stocks

and shares and therefore, there must

be some Act of this kind and it will

Y - B

not do merely to say that ‘all such ins-

titutions are for the “exploitation " of

. the masses.




; Shri V, P. Nayar: In that case,
n may I ask the hon. Minister why,

i when the report was asked to be sub-
mitted within a month on the 23rd
! June, 1951 and when, as I find, the
iz Teport was submitted in proper time,
e the Government have taken these 5

years to come forward with such a
{ . Bill? I put this question only if it is
! a ‘must’ as the hon. Minister put it.

e Shri C. D.Deshmukh : There again
.| Ido not know whether the hon. Mem-
3 ber listened carefully to what I said.
I said that there were certain pre-
requisites, as for instance the amend-
ment of the Company Law. Actually
the Expert Committee which went in-
to the comprehensive amendment of
the Company Law was appointed some
time towards the end of October 1950.
The Gorwala Committee was appoint-
ed some time in June, 1951, We
received the report of this Expert

~ Committee, I think, some time in 1952
or early 1953—I have not got the dates
here just now—and we lost no time, I

_ think, in preparing the Bill and bring-

. _ing it forward before the legislature,

The Bill was actually introduced by

the end of 1953 - and this Bill whs

“introduced in 1954. So, I do not think

- there has been any delay in this

© matter, ‘ ' ’

“ter said that the Company Law had

waiting all this time. ~Actually, the
only reférence to Company Law in
clause 20 is with reference to the
Company Law of 1913, s

Shri C. D. Deshmukh : The hon.

. .purposes. ‘I am saying that the re-
commendations of these committees
~ assumed that there would be an
'~ amendment of the Company Law and

‘" that the structure of the joint stock
| - companies would be amended suit-
g 'ﬂ,,f.f,:“'ably,"én,dfthis, as I said, is a supple-
fl  mentary measure. - Obviously, the
. amendment of the ‘Company Law had
priority and it was for that reason
that we had to wait for the introduc--

- 4 ¥ :

Shri V. P. Nayar: The hon. Minis-

o be modified and therefore he was .

"v:,';."Membér and I are talking at cross-

ion ef this.Bill till after the compre- |
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hensive Company Law Amendment

- Bill had been introduced.

The hon, Member has used analoges.
of thief and so on; that is to say, he has.
tried to establish an analogy between.
a thief and a speculator in the stock.
exchange. Here again, it is a very
light-hearted ‘way of dealing with &
serious issue, Laws against theft gnd
80 on, of course, are related to our
notions of property and I am glad to
see that the hon. Member at least.
passed some indirect comments about.
property by trying to deprive the
thief. So far as the speculator is con--
cerned, as another speaker has pointed.
out, what he does is, he uses his:
own judgment his intelligence in anti-
cipating the course of things and, what
is more, he is brepared to back his

judgment to the extent of his ownmn.
resources. o

Shri V. P. Nayar: So, the biggest.
speculators are the best intellects?

Shri C. D. Deshmukh: There is al-
ways a difference between an excess:
of anything and the thing itself, Spe-~
culation can also be overdone and
when it is overdone it ig indistinguish--
able from gambling. But, the point
that we made was that if the investor-
was left to buy or sell securities in a.
market where there was no ‘such.
anticipation, shall we say, by specially

instructed or intelligent people, he-"

probably would find that: (a) there}.
was no continuity of prices, and (b):
the range of variation was so wide that.

he is apt to get scared either by logs.

or tempted to sell his assets in the
hope of making profits and then come-

to grief. That is why I think—and.

most committees that have gone into-
this matter have agreed including the
committee of economists and -other in

- the United Kingdom—that there is a-
proper place. for speculation. like -
many other terms, speculation' also
~ can be defined in various ways, Our:

Upnishads were . speculations—intel-
lectual and spiritual’ speculations ef
the highest order. It has g different
sense in which that is misused. Even
in the language of the- market-place:
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we are apt to say that the movement
gf prices in certain Stock Exchanges
is highly speculative in character.

‘There we have in mind a different

of speculation than the sense in which
‘we were using the word here, Here,
speculation means really forward

dealing, forming judgments in regard °

to the trend of prices based on various
‘indices, utterances and "other notable
‘trends which, as to a skilful tracker
in the jungles, are clearer to those
‘people than to the amateur investor.
In any case, this also is a matter
-which can be considered in the joint
Committee. The principle of the Bill
4s that we should have some Central
legislation for the regulation of Stock
iExchanges.

Shri V. P. Nayar: May I seek one
«clarification? The hon. Minister says
that all aspects of speculation have to
be cornisidered by the Joint Committee
if I understood him correctly. From
-the report of the Gorwala Committee.
1 find that the Committee was appoint-
ed on the 23rd June 1951, and asked
4o report within a month. The first
meeting was fixed to take place at
Bombay, by the Government’s reso-~
‘lution, and after they were appointed,
the meeting was held in Bombay., I
went through the report of the Com-
-mittee and could not find whether any

study was made as to the impact of

‘this speculation on the stock markets
on the prices of agricultural Com-

-modities or industrial raw material or

- industrial . products.  Unless ° the
Joint Committee know how
‘the speculative trade is carried on in
stock market and how it will affect
‘these factors,Iam unableto see how
- ‘the Joint Committee can give a con-
sidered opinion on this matter. I may
_be wrong.

Mr. Chairman: I have not been
able to see any connection between
~ the date on which the Committee was

required to report and the question
whether Stock ‘Exchanges should be
established or whether market prices
“are not established by speculation in
stock Exchanges. ~Apart from this
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Bill, evéry book on FEconomics says
that speculation i at least one of the
factors for the stabilisation of prices.

Shri C. D. Deshmukh: There is no
absolute connection between what is
contained in one report and the range
of discussion that might take place in
the Joint Committee, The Joint Com-
mittee will have this as one of the -
documents before them, Ag I pointed
out, this was the third or the fourth
report on this particular matter, apart
from the two reports in 1923 and 1926.
Ever since the end of the war, this
matter had been studied by the suc-
cessive people. '

Mr. Chairman: The general ques-
tions about Stock Exchanges and
control of speculative gambling, for-
ward contracts, options and the stabi-
lisation of prices are known to every-
body.

Shi C. D. Deshmukh: Either it is
known to evervbody or we expose
ourselves to being asked questions in
regard to these matters, and we shall
endeavour to give answers to any diffi-
cuities that hon. Members may have,

" But the fact that this Committee was

asked to report in.a short period has
really no bearing on the future charac-
ter of discussions in the Joint Com-
mittee, o ,

Shri V. P, Nayar: This = was the
latest report. I do not think, conside-
ring the position of Stock Exchange
in 1923 and 1926 will at all be rele-
vant to the present context and if at
all there is any relevancy, it may be
to this report. That is’ why I asked
a question whether this Committee
also studied the particula'r‘ require-
ments to Indian conditions. As the
Chair rightly observed, we happen
to know what will be the effect. I
do not think it will have an effect on .
stebilisation of prices. On the other
hand, speculation in stock markets
reflects on the speculation in prices
and theé more there is speculation the
less will be the actual money which
the producer gets. That is my view.:
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| . take evidence, study matters
_are contained not only in the report
to which he referred but all reports

Mr. Chairman: Apart from this
Committee’s report, the Joint Com-
mittee will see dozens of reports and
other papers in this respect. It will
not base the findings only on what
is contained in this report or that
report. It is epen to the Joint
Committee to say that Stock
Exchanges should not be establish-
ed or such and such a Committee
should be established or such and such
restrictions if placed on the Stock
Exchanges will be useful or otherwise.
The whole field is opan to the Joint
Committee and it is not only this re-
port that will be the subject-matter
but others as well.

Shri V. P. Nayar: It is clearly
stated in the Statement of Objects and
Reasons that the present Bill is based
on the study and analysis of that re-
port. I could not find in the report
that any study has been made on the
points which I raised. If g study had
been made by any other Governmen-

'tal machinery later on, then of
course, the Joint Committee can take

advantage of that. In so far as this

report is concerned, neither in that
.report nor in the speech of the hon.
-Minister nor in the Statement of Ob-
~ jects and Reasons is there any men-
tion about it. I only wanted to have

a clarification about it.

Mr. Chairman: = The hon. Member
knows the Scopé of inquiring the Joint
Committee. The Joint Committee can
ke evic which

and refer to any number of books

“and find out whether these provisions

are good or are bad. The Joint Com-

. mittee has got a wide scope.

" Shri C, D. Deshmukh: The hon.
Member. is in a particularly ques-

~ tioning and inquiring state of mind.

I really cannot satisfy his curiosity
any further. I have tried my best to
meet some of the difficulties  which
he felt in the way of this legislation.

_ As. régards | ‘the  other two hon.
- Members who have spoken, they

have generally supported the princi-
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ple of the Bill. I am glad that Shri
Morarka has explained the purpose
and meaning of speculation.

Shri V. P. Nayar: He knows that
also. -

Shri C. D. Deshmukh: But that is.
no objection of any kind at all. If
any one speaks from knowledge, I
think it is much better than speaking
from the lack of it.

Shri V. P. Nayar: So, the thief is.
the best man to defend the thief!

Shri C. D. Deshmukh: I have al-
ready dealt with the question of delay-
which was incidentally referred to by
the third Member, Shri Mohiuddin.
He raised the point in regard to spe-
culation and said that it is encouraged.
by the action of company directors
themselves. That. is partly covered
by what we have done in regard to.
the Company Law, laying down the:
powers, duties and functions of ‘direc—
tors and partly by what we shall be-
able to do in this Bill, as it emerges.

~after examination by the Joint Com-

mittee. In general, the scheme of the
Bill is to provide for the application
of the screw wherever experience:

may prove it to be necessary. I am
‘a8 believer in the slow and even
tightening of screws and if experi-

ence shows that further tightening is.

. Tequired, then, I have no doubt that,

we shall have sufficient determination -
and ruthlessness to carry that process.
out in the public interest. An hon.
Member asked why several reserve:

- powers have been. kept for the Goy- ,

ernment, and he drew the strange:
conclusion that these provisions show
Government’s lack of confidence in
Stock Exchanges. I claim that having.
only reserve powers and not having .
Very elaborate powers and detailed
provisions shows, on the contrary,
that Government has some confidence-
that if the Stock. Exchanges are per-
operate  within their
structural autonomies, they might;

-yet make wise bye-laws and might

run their businegg in'a manner which.

15 sound and wholesome. The exist- -
~énce of - those Treserve powers ig as.
hedges are on the road, to ensure that. -
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erratic vehicles do not leave the road.
Therefore, these provisions are in line
with the general scheme of the Bill
that we have brought forward.

The same hon. Member then made
certain observations in regard to blank
transfers and their utility in those
. bank advances and so on and so forth.

These are matters which I have no
doubt will provoke a great deal of
discussion in the Joint Committee,
The main element about blank trans-
fers is of course the level of stamp
duties. If stamp duties were to be
more reasonable or less onerous, then,
I feel sure that one could progress
very much further on the road to-
wards limiting or even abolishing
blank transfers. It-is because the
public concern finds that the stamp
duties on every occasion on which
the transfer is made is high, that
they try to avoid it by this device
which, at the moment, is a legal one.
There are one or two more points to
which the hon. Member referred and
I have no doubt that the Joint Com-
mittee will take notice of them. With
these observations, I commend my
motion.

Mr. Chairman: The question is:

“That the Bill to prevent un-
- desirable transactions in securities
by regulating the business of
dealing therein, by prohibiting
options and ‘by providing for cer-
tain. other matters connected
therewith, be referred to a Joint
Committee of the Houses consist-
ing of 45 members, 30 from this
House, namely:

Shri Chimanlal Chakubhai
Shah, Shri Bhawanji A. Khimji,
Shri Khushi Ram Sharma, Dr.
Jayantilal Narbheram Parekh,
Shri Shivram Rango Rane, Shri
S. S. Natarajan, Shri C. P.
Mathen, Shri C. R. Basappa, Shri
R. P. Navetia, Shri Radhelal
Vyas, Shri Bhupendra Nath Misra,
Swami Ramanand = Shastri, Shri
Sarju Prasad Misra, Choudhary
Raghubir Singh, Shri Krishna-
charya Joshi, Shri B. R. Bhagat,

Indian Stamp 750!
(Amendment) Bill
Shri Banarsi Prasad Jhunjhun-
wala, Shri Jagannath Kolay, Shri
Lokenath Mishra, Shri Tek Chand,
Shri Ghamandi Lal Bansal, Shri
Radheshyam Ramkumar Morarka,,
Shri U. M. Trivedi, Shri Tulsidas
Kilachand, Shri M. S. Gurupada-
swamy, Shri Jaswantraj Mehta,
Shri Narayan Rao Waghmare,.
Shri Kamal Kumar Basu, Shri
T. B. Vittal Rao, and the Mover,
and 15 members from Rajya
Sabha;

that in order to constitute a
sitting of the Joint Committee the
quorum shall be one-third of the
total number of members of the
Joint Committee;

that the Committee shall make
a report to this House by the 15th
February, 1956;

that in other respects the Rules:
of Procedure of this House relating:
10 Parliamentary Committees will «
apply with such variations and:
modifications as the Speaker may
make; and

that this House recommends tae
Rajya Sabha that Rajya Sabha
do join the said Joint Committee-
and communicate to this House
the names of members to be

appointed by Rajya Sabha to the
Joint Committee;” -

The motion was adoj)teW






