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given to this unhappy episode. When 
Dr Ambedkar joined the Govern
ment he d id so in his individual 
capacity and not as the leader of 
any polit ical group. In no sense 
were the Government a coalition 
Government that they would be 
exposed to the stress and strain 
which threaten the stability and u l t i 
mately wreck such eneasy alliances. 
He cannot very well charge the 
Government on going back on an 
agreement on basic issues which 
made it impossible for h im to extend 
to it his continued support. For 
reconciliation of differences, the 
frame of references may h a w been 
vague but it was entirely different. 
It is rather late in the day for 
Dr Ambedkar to complain about 
his differences wi th the Cabinet on 
the basic issues of defence and 
foreign policy. There have been no 
changes of policy on these questions 
and if he had his differences, these 
differences have been there right 
from the beginning. 

As a Cabinet Minister what 
Dr Ambedkar can legitimately com
plains and this is the gravamen of 
his charges against the Government, 
is that there never was any sharing 
of responsibility or even of confi
dences, no interchange of views, no 
opportuni ty of discussion and per
suasion. 

Tha t lie was never of one mind 
wi th the rest of the Cabinet or its 
leader on the question of foreign 
policy and defence, and yet. wanted 
or tried to team up wi th the rest 
exposes Dr Ambedkar to the charge 
of opportunism as it exposes the 
Cabinet to the charge of never caring 
for nor achieving what is the essence 
of parliamentary form of Govern
ment, viz., collective responsibility. 
The Government may or may not 
be right in their stand on neutrality. 
Dr Ambedkar is certainly entitled to 
his own opinions but how can he 
belong to a Government which 
stand stead fast to this mistaken 
policy? .He is on more sure ground 
while criticising the Prime Minister 
for making a personal issue of 
Kashmir and sacrificing the interests 
of East Bengal Hindus into the bar
gain; for surrender of principle's 
under any circumstances is deplor
able. Tha t Dr Ambedkar, in com
plete defiance of logic, wanted the' 
Prime Minister to make, and nearly 
succeeded in cajoling h im into 
making, a similar personal issue of 
the H i n d u Code Rill does not de-
tract from the force of his criticism. 

Revealing, but not entirely un
expected, is the light that Dr Ambed
kar throws on the manner in which 

the Cabinet functioned dur ing the 
last four years. Not all Ministers 
need necessarily be consulted on 
every question. But an inner coun
cil behind an iron curtain f rom 
which others are shut out is not the 
best fo rm of Government by dis
cussion if decisions arc to be reached 
by an interchange of opinions. That 
way lies the abandonment of al l 
principles and free play to the whims 
of, since there can be no clash of 
personalities. In such a setting, one 
wi th little or no following in the 
Parliament w i l l cut a sorry figure, 
however bril l iant his individual 
talents might be. T h a t way, how
ever, Dr Ambedkar is in the same 
boat w i th many others. This un
fortunate situation has largely been 
created by the present composition 
of the Parliament in which no 
member draws his support from his 
following in the country, and M i 
nisters owe their position to an 
extraneous circumstance, and not to 

their standing in the party or in the 
country. Perhaps the elections w i l l 
make a change, if they are fought 
on questions of principle. But that 
itself is highly questionable. 

Such a Government readily falls 
into the hands of the permanent 
civi l servants; policies are not decid
ed by an examination of principles, 
but by the sweet w i l l of personalities 
when anyone outstanding is wi l l ing 
to assert himself. Where the Prime 
Minister himself is not personally 
interested, indifferent, or unable to 
get a grip on things, decisions are 
left conveniently and inevitably left 
to the permanent administration. 
But even the latter cannot be held 
responsible, nor be made to share 
the blame fairly, since the final deci
sion often remains a matter of 
chance or whims and is never arriv
ed at by a consideration of pr inci 
ples. From this chaos and frustra
t ion, w i l l the elections save the 
country? 

Stock Exchange Regulation 

ST J O H N I R V I N E said in one of 
his reminiscent moods that he 

entered the world of the theatre 
w i th misgivings, but discovered to 
his surprise that the men of the 
theatre were, though not angels, not 
vicious. From a perusal of the Re
port of the Committee on proposed 
Legislation for the Regulation of 
Stock Exchanges and Contracts in 
Securities. it would seem that its 
members would confess to a similar 
experience. To the layman a stock 
exchange is a gambling den. Its 
gambling propensities are a con
stant source of caution to the Com
mittee's members. But they are not 
unduly obsessed by aberrations or 
perversions. By and large, they give 
a tolerably clean certificate to the 
stock exchange. This is so proba
bly because many of the members 
are intimately associated wi th stock 
exchanges. They do show close 
famil iari ty w i th the activities of the. 
stock exchange. 

That is why the public has missed 
a thri l ler story. There is no hair-
raising description of a corner, or 
of a bul l rigging, or of a bear raid. 
These beasts of the stock exchange 
were prolific in days gone by. The i r 
descendants can still occasionally be 
seen prowling about Dalai Street, 
for instance. But they have lost 
their v i r i l i ty . Rightly, the Com
mittee, treats these beasts as species 
which are almost extinct. Right ly, 
again, the Committee adopts the 

attitude that they can reappear as 
menaces to the stock exchange. 

It is refreshing to know that the 
members of the Committee are 
aware ot the short comings of man 
and of man-made institutions. No 
man or no institution is perfect. Buxt 
that is no reason why men should 
cease to exist, or institutions should 
be abolished. Then" should be con
stant endeavour towards perfection. 
There is speculation in the stock 
exchange. Speculation occasionally 
degenerates into gambling. But that 
is no reason why stock exchanges 
should be abolished. The Com
mittee has not entered into a learned 
dissertation whether stock exchanges 
are necessary or useful adjuncts to a 
country's economy. This is not a 
problem which is strictly wi th in its 
terms of reference. 

It was asked to examine " the 
manner of regulation of stock ex
changes." From the terms of refe
rence the. Committee assumes that 
the Government accepts that stock 
exchanges '" fulf i l a legitimate and 
useful function in their own sphere." 
There is a second assumption that 
the terms of reference also imply 
that the Government desire that the 
function performed by stock ex 
changes " needs to be properly re
gulated ". On these two assump
tions the Committee's recommenda
tions am based. It emphasises in 
brief, that if there are expert cri
minals, there are expert criminolo-
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gists. T h a t is how Jaw and order 
art' maintained. Stock exchanges 
need similar precautions and safety-
valves. A n d the Committee elabo
rates them in minute details. 

Once it is accepted that stock 
exchanges must be regulated and 
controlled, it necessarily follows that 
it must be on an a l l - India basis; 
that it must be both external and 
internal. To these recommenda
tions of the Committee, no excep
tion w i l l or can be taken. It recom
mends that the Government must 
have powers to guide, control and 
supervise the working of stock ex
changes in normal times as well as 
in emergencies. In ternal control is 
to lx.' exercised though trading bye-
laws which must not mil i tate against 
the wider a im of control. A Stock 
Exchange Commission of three 
members is recommended as the 
medium of control. Tins w i l l be 
the apex institution which wi l l 
exercise control through more than 
one agency. Some powers w i l l have 
to be delegated to State Govern
ments. These representatives w i l l 
have to be members of the boards 
of stock exchanges in the various 
States. That is how external and 
internal control w i l l be integrated. 

In each State there should be un i 
tary control over stock exchange 
activity. This is aimed at making 
kerb trading or dealings in more 
than one market w i t h i n an area i l le
gal. Hence the recommendation 
that such transactions must be made 
illegal, and not merely void as at 
present. There w i l l be some objection 
to this recommendation in some 
quarters in Bombay and in Calcutta. 
Hut, the Committee is wise in re
commending unitary control over 
stock exchange activity in any single 
area. It has refuted the main c r i 
ticism against such control by re
commending an extension of the sys
tem of listing of securities. Tha t 
is how, it is of interest to note, some 
of the Calcutta scrips are now legally 
traded in Bombay stock exchange'. 
Indeed, there is the practice by 
which " international " scrips are 
dealt in the various stock exchanges 
of the wor ld . 

Here the agreement ends, and 
controversies emerge. There is 
nothing wrong w i t h the objective 
of the Committee. " The essence of 
the regulation of stock exchanges," 
the Committee lays down, " i s the 
control of speculation in stock ex
changes, and the crux of the con
trol of speculation is its confinement 
to the r ight sphere, the r ight per
sons and the r ight type and volume 
of operations." In the main , its 

recommendations relate to blank 
transfers and to tarvani business. It 
is not opposed to settlement of ac
counts, but suggests that the settle
ments should be fortnightly. It is 
not opposed to budla (carry over) 
facilities, but is concerned that they 
should not be abused. 

Is the Committee's differentiation 
between " spot " and " forward " 
transaction logical? It suggests that 
" spot " dealings may be left out of 
control, though it admits that there-
can be speculation even in '' spot " 
transactions. " The man who has 
both knowledge and money ", the 
Committee warns elsewhere in the 
Report, ""but seeks to manoeuvre 
the market, instead of confining 
himself to the legitimate function of 
speculation, is a menace to the mar
ket, the investor and the public at 
large ". Such men are not rare in 
stock exchanges. Fools, knaves, the 
rich and the poor speculate. Stock 
exchange control should not only 
aim at saving some of them from 
their own follies, but the investor 
and the market from the effects of 
gambling by all . It would, there
fore, seem advisable to have control 
on both " spot " and " forward " 
transactions. 

Taravain business can degenerate 
into gambling, just as speculation 
can, and does so often. But if spe
culation is necessary to " smooth
ness " of the market, so is, perhaps, 
taravani business. In an otherwise 
able Report, it is surprising that, this 
aspect of the problem has not been 

treated in a way which is expected 
of those who are conversant w i t h 
stock exchange activity. Whether 
taravaniwallas are " jobbers " or not, 
is arguable. It is a serious defect 
of stock exchange activity in Ind ia 
that there is no class of " jobbers " 
as function in , for instance, the 
London stock exchange. " jobbers " 
perform a highly useful function. 
They are constant buyers and sellers 
at certain prices. T h a t is how the 
stock exchange maintains its l iqu id
i ty . Admit tedly , taravaniwallas are 
not '' jobbers ". But they perform 
one of the functions of jobbers. 
They help continuity and l iquidi ty 
of the market. 

Considerations of ability to 
honour obligations have induced 
the Committee to suggest that only 
card-holders (that is, members) of 
the stock exchange should be allow
ed to do taravani business, but not 
sub-brokers or authorised clerks. 
Hut, then, why bother about a man 
who may have no money, and is, 
therefore, a prospective insolvent? 
To this the Committee would reply 
that he is a menace to the market. 
He is; but then, then1 are other 
and more fool proof ways of avoid
ing this menace. 

There are reasons why the Com
mittee has concentrated its energy 
on blank transfers. Whether deli
very in blank transfers is anti-social 
or whether it helps tax evasion are, 
though significant, not quite rele
vant considerations. Tha t the sys
tem of delivery in blank transfers 
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encourages speculation is not denied. 
However, its abol i t ion may create 
difficulties in the f loat ing stock of 
the market. Those who are aware 
of the stock exchange activity wi l l 
appreciate the supreme importance 
of an adequate f loating stock to 
maintain the l iquidi ty of the mar
ket. This problem, as well as that 
of taravani business, is at bottom, 
a reflection of the absence of a sav
ing class and of gvnuine investment 
activity. 

Far better it is to admit openly 
that stock exchanges in India are 
mainly " speculative ". Tha t being 
so, it is more pertinent to enquire 
how much '" speculative " activity 
can be' controlled. A n d . it would be 
interesting to know if there is any 
other device which is more success
fu l in control l ing speculation than 
trading on the basis of margins. 

Even on a margin system of t rad ing, 
r ich men wi l l have scope for gam
bl ing. But, a Committee which 
recommends " s p o t " transactions to 
be without control and would allow 
taravani business for member-bro
kers (that is, substantial speculating) 
can ill afford to f rown on a devise 
which is more knave-proof than any 
suggested by i t , although the device 
does have room for the rich to 
gamble. 

It is not a l i t t le reflection on the 
Committee that it relegates margins 
to emergency measures. Of what 
use is it to enforce margins if the 
crisis has already occurred? Equally 
strange is it that, in its treatment 
of the topic of laravani business, it 
does not recommend any device by 
which there can be a check on daily 
turnover. This is probably what it 

has in m ind , but it has failed to re
commend measures which can en
sure normal work ing of the market. 
T rad ing on a system of margins and 
a check on turnover are not emerg
ency measures. They are normal 
regulations under which a stock ex
change should work. Through these 
two devices alone, can the control l ing 
authorities f ind out whether even 
those who ar/- able are doing over 
activity in shares. One fails to ap
preciate how a control l ing board can 
operate wi thout any guide as to 
when and how the market is gett ing 
out of control. When it does get 
out of control, a crisis occurs. But 
then, the aim of regulating stock 
exchanges is to control speculation 
so as to avert a market crisis, w i th 
all its demoralising effects on the 
public and the investor. 

W e e k l y N o t e s 
Higher Earnings from Blocked 

Sterling 
" B E F O R E the ink had been dry on 

the new agreement signed by 
Pakistan in London about the dis
posal of her sterling balances, she 
made the London gilt-edged market 
sit up and take notice by setting 
about to buy stock in a big way. 
The short term bonds in which 
Pakistan's sterling balances, hi therto 
held in treasury bills, are being 
transferred give an yield of 1 ½  
per cent, instead of 1/2 per cent ob
tainable f rom deposits wi th the Bank 
of England. 

When the question of investing 
India's sterling holdings in higher 
yielding bonds was debated in Par
l iament, the Finance Minister ad
mi t ted that Ind ia had agreed not. to 
earn more than .8 per cent on them, 
this being the average rate earned 
before. Ceil ing can no longer be. 
binding, unless it be that Pakistan 
is no longer in the same boat wi th 
us. having concluded a new agree
ment w i th Bri tain. 

There was a time when it could 
be argued wi th plausibil i ty that to 
go in even for medium rated invest
ments would he to walk into Br i 
tain's trap, and v i r tua l ly agree to 
funding of these debts which Bri tain 
wanted us to do. That argument 
would no longer ho ld , now that the 
t ime schedule of sterling releases is 
fixed. It would be interesting to 
know whether the Government of 
India have the same freedom of 
investing the balances in our No. 2 

account in securities of varying ma
tur i ty as Pakistan obviously has, 
though it wi l l be unwise to shout 
about i t . Pakistan has switched 
over to higher yielding bonds so 
soon after the transfer of what are-
to be her currency reserves against 
her note issue from No, 2 to No. 1 
account, that speculation on the 
point wi l l be hard to stifle. Delh i 
never quite agreed that our free
dom in this respect was restricted 
in any way. If that is so, there is 
l itt le point in continuing the volun
tary 8 per cent ceiling on the earn
ings from sterling, now that we 
have agreed to a schedule of releases. 
London wi l l welcome this shot in 
the arm if we thought of a. switch 
over. Investment experts w i l l not 
be' so readily int imated by the' fear 
of turn ing the market against us as 
Shri Chintaman Deshmukh was. 

Widening Free Market in Gold 

WH E N Camil le Gutt 's term of 
office expired, it was a safe-

bet that the I M F would cease to be 
as adamant against al lowing sales 
of newly mined gold in the free 
market as it had been in the past. 
This expectation has not been be
lied though the decision did not 
come immediately and the Fund 
waited for the findings of the Com
mittee of Enquiry which it had set 
up earlier to go into this question. In 
acting thus the Fund has only bowed 
down to the inevitable if it has not 
merely given official recognition to 
what had been the fact. For 75 
per cent at least of the newly mined 

gold had already been f inding its 
way into the free market even be
fore the Fund gave its official bless
ings on it. 

Like other costs,, the cost of m in 
ing gold has also gone up so high 
that it now bears no relation to the 
official juice still maintained at the 
pre-war level. 

Whi le this relaxation puts an end 
to the attempts of the Fund to 
canalise' all available gold into 
monetary reserves, a number of 
countries are put t ing or were pre
par ing to put gold coins into cir
culation which is equally dif f icult 
to reconcile w i th the aims of the 
Fund to conserve gold. 

The Bank of Syria and Lebanon 
announced that on August 20, it 
would circulate Syrian gold coins 
which had recently been minted in 
the Uni ted States. 

The Bank of Me l l i I ran was 
also reported to have resumed the 
sale of gold coins to the publ ic, sales 
which had been discontinued in the 
last week of M a r c h so as to avoid 
smuggling of gold abroad. 

It may be mentioned incidentally 
that the free market in gold is more 
active' and is perhaps wider in its 
operations in the M idd le East than 
in any other par t of the wor ld 
though M idd le East free market 
quotations may not have the same 
influence on wor ld prices as those 
of Paris and Hongkong. 

A market has developed in ran
gier and Switzerland for gold certi
ficates representing the gold deposits 
in Tangier w i t h the Societe de 
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