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ACT:

Kerala Agriculturists’ Debt Relief Act, 1970 s. 20-Scope of -
Section 20 entitles debtors to recover properties sold to
purchasers in execution of decree passed in liquidating the
debt owed by the agriculturist-Restriction if reasonable-If
deprives the creditors of their right to property-Sub s. 3-
If purchaser of Property at auction is, stranger, property
to be returned to agriculturist debtor if purchase noney
paid wthin six nmonths-Sub-s. (6) a bona fide alienee
pur chasi ng from aucti on purchaser before the date of the Act
exenpt fromoperation of the Act-Sub-s.(3)-1f violative of
Art. 14,

HEADNOTE:

The statement of objects and reasons to the Keral a
Agriculturists’ Debt Relief Act, 1970 states that the
benefits conferred by Kerala Act 31 of 1958 were ‘“avail abl e
only in respect of debts incurred by the agriculturists
bef ore the date of commencenent of the Act, nanely July 14,
1958. And since even after this dat e agricultural
i ndebt edness anobng the poorer sections continued to be  on
the increase the |l egislature considered it necessary to give
relief to the agriculturists against whomsuits had been
filed for recovery of debts accrued after the conmrencenent
of the 1958 Act.

Section 20(1) of the Act provides that where any inmovable
property in which the agriculturist had an interest has been
sold in execution of any decree for recovery of a debt but
possessi on has not actually passed fromthe judgnment debtor
to the purchaser and the decree-holder is the purchaser then
such judgment -debtor nay deposit one half of the purchase
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noney and, apply to the Court to set aside the sale of the
property and the Court shall order the sale to be set aside
and further order paynent of the balance of the purchase
noney in ten equal instalnents in accordance with the
procedure set out therein. Subsection (2) provides that
where any inmovabl e property in which the agriculturist had
an interest has been sold in execution of any decree for
arrears of rent and the possession of the property has
actually passed fromthe judgnent debtorto the purchaser
during the periods nentioned therein then such judgment
debtormay deposit one half of the purchase nmoney and apply
to the Court to setaside the sale of the property and the
court shall order the setting aside of the sale and for the
paynment of the bal ance of the purchase noney according to
the procedure set out in the section. Sub-section (3)
provides that where property sold in the execution of any
decree for the recovery of a debt and the decree holder is
not the purchaser such judgnment-debtor may deposit the
purchase noney and apply to the court to set aside the sale
of the prioperty and the Court shall order the sale to be set
asi de. Sub-section (5) provides that where inprovenents
have been effected on the property sold after the date of
sale the wvalue of such inprovenent as deternmned by the
Court shall be deposited by the applicant for payment to the
auction purchaser. Sub-section (6) provides that an order
under sub-sections (1) or (2) or (3) shall not be deened to
affect the rights of bona fide alienees of the auction
purchaser deriving right before the date of publication of
the Bill.

In the instant cases a creditor had obtained a nortgage
decree agai nst the —judgment debt or, who was an
agriculturist. Since the debtor was not able to pay the
decretal anpbunt in instalnents, a decree for sale of the
property was passed by the Court. ~The debtor’s property was
auctioned and purchased by the appellant who was not the
decr ee- hol der. In some cases decrees were obtained by the
creditors against the debtors and, on their failure to pay
t he

538

instal ments property was purchased at the auction by the
decree-hol ders the-selves. After the purchase, inprovements
were made by themin the propertieswhen the debtors |aunched
proceedi ngs under the Act for restoration of possession of
the property on paynment of the decretal anmount, t he
appel l ants challenged the constitutional validity of the
Act . The High Court upheld the validity —of s. 20 and
di smissed the wit petitions.

In appeal to this Court, it was contended on behalf of the
appel lants that (1) the appellants having acquired valid
title to the property after purchase at auction ~sale in
execution of a decree, s. 20 which deprives them “of  their
right to hold property was violative of Art. 19(1)(f), (2)
though the obvious object of the Act was to give relief to
debtors who filed suits for recovery of debts after the
conmmencenent of the 1958-Act it travels beyond the statenent
of objects and reasons, giving a blanket power to the Court
to set aside the sale conpleted even before the passing of
the Act and (3) s. 20(3) and (6) are violative of Art. 14
because the stranger decree-hol der was sel ected for hostile
di scrimnation whereas a bona fide alienee was exenpted from
the operation of the Act.

Di sm ssing the appeal s,

(per Beg, C J., Krishna lyer, S. Murtaza Fazal Ali and
Jaswant Singh, J.)

HELD : There is no constitutional infirmty on the ground
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t hat t he Act is wviolative of Art. 19(1) (f). The
restrictions inposed are clearly reasonable wthin the
nmeani ng of cl. (6) of that Article. [559 A-B]

1(a) In interpreting the constitutional provisions for
judging the inpact of an enactment on the fundanental rights
of the citizens the approach of the Courts is to interpret
the constitutional provisions against the social setting of
the country so as to show a conpl ete consci ousness and deep
awareness of the growing requirenents of the society, the
i ncreasi ng needs of the nation, the burning problenms of the
day and the conplex issues facing the people which the
legislature in its wisdom through beneficial |egislation

seeks to solve. The judicial approach should be dynamc
rather than static, pragmatic rather than pedantic and
elastic rather than rigid. It must take into consideration
the changing trends of econom c thought, the tenmper of the
times and the living aspirations and feelings of the people.
This Court must strike a just balance betweenthe fundanenta

rights and the | arger and broader interests of society.[534
A-C|

(b) The legislature is in a better position to understand
and appreciate the needs of the people and to bring about
social reforms for the uptiftnent of the backward and the
weaker sections and for the inprovenent of the ot of the

poor. The Court will interfere only when the statute is
clearly violative of the fundamental right or when the Act
is beyond the ' legislative conpetence. Courts have

recogni sed that there is always a presunption.in favour of
the constitutionality of a statute and the onus to prove its
invalidity lies on the party assailing the Act. [544 A-B]
Jyoti Prashad v. The Adm nistrator for the Union Territory
of Del hi (1962) 2 SCR 125 and Mohd. Hanif Quareshi & O's v.
The State of Bihar (1959) SCR 629 referred to.

(e) The object of the Act being renoval of agricultura
i ndebt edness and reducti on of one of the inportant causes of
poverty, is undoubtedly in_ public interest and the
restriction nmust be presuned to be reasonable. [545 B-(

(b) By a long line of decisions this Court has Jlaid down
seteral tests and guidelines for judging the reasonabl eness
of restrictions. They are

(i) Fundanental Rights and Directive Principles constitute
the "conscience" of the Constitution. The purpose of the
latter is to fix certain social and economc goals for
i medi ate attai nment by bringing about a non-violent socia
revol ution. The Constitution aims at bringing about a
synt hesi s between funda.nental rights and directive
principles by giving to the former a place of pride and to
the latter a place of permanence. [545 F-(Q

5309

Fatechand Himmtlal & Os. v. State of Mbharashtra etc.
(1977) 2 SCR 828, His Holiness Kesavananda“ - Bhar at i
Sri padagal avaru v. State of Kerala (1973) Supp. SCR 1,
State of Kerala & Anr. v. NN M Thomas & Ors. (1976) 2 SCC
310 and The State of Bonbay v. R M D. Chanmarbattgwal a
(1957) SCR 874 at 921 referred to.

In the instant case the object of the Act being to eradicate
rural indebtedness and thereby secure the common good, of
the people living in object poverty, clearly fulfils the
directives in Arts. 38 and 39(b) of the Constitution. There
is no conflict between the directives and the restrictions
sought to be placed by the Act. [545 E-F, 547 Al

(ii)The restrictions nust not be arbitrary or excessive in
nature so as to go beyond the requirenment of the interest of
t he general public. What is required is t hat t he
| egislature should take intelligent care in choosing




http://JUDIS.NIC IN SUPREME COURT OF | NDI A

Page 4 of 35

course which is dictated by reason and good consci ence so as
to strike a just balance between the freedom contained in
Art. 19(1)(f) and the social control pernmitted by cll. (5)
and (6) of that Article. [547 B-E

Chi ntamman Rao v. The State of Madhya Pradesh (1950) SCR 759
at 763 and Messrs. Dwarka Prasad Laxm Narain v. The State
of Uttar Pradesh & Ors. (1954) SCR 803 at 811-12 referred
to.

(iii)No abstract or general pattern or a fixed principle can
be [laid down which can be of universal application and the
same will have to vary fromcase to case and with regard to
changing conditions, the values of human life, socia

phi |l osophy of the Constitution, prevailing conditions and
the surroundi ng circunstances, all of which nust enter into
the judicial verdict. [547 F]

Messrs. Dwar ka Prasad Laxmi Narain v. The State of Utar
Pradesh & O's. (1954) SCR 803 at 811-12 State of Madras v.
V. C. Row (1952) SCR597. Mohd.  Hanif Quareshi & Os. V.

The State of Bihar (1959) SCR 629 at 660 and The Lord
Krishna Sugar MI1s Ltd. & Anr. v. The Union of India & Anr.

(1960) 1 SCR 39 at 56 referred to.

(iv)The Court has to exanmine the nature and extent, the
purport and content of the right, nature of the evil sought
to be renmedied by the statute, the harm caused to the
citizen and the benefit to be conferred on the person or the
conmunity for whose benefit the legislation is passed,

urgency of the evil and the necessity to rectify the sane.

In so doing the Court has to strike a just balance between
the restriction inmposed and the social control envisaged by
Art. 19(6). [549 A-B]

Nar endra Kumar & Ors. v. The Union of India & Ors. (1960) 2
SCR 375 and Bachan Singh & O's. v. State of Punjab & Os.

(1971) 1 SCC 713 at 718 referredto.

(v) There nust be direct and proxi mate nexus or a reasonable
connection betweenthe restriction inposed and the object
sought to be achieved. In other words, the Court has to see
whet her by virtue of the restriction inposed on the right of
the citizen the object of the statute is really fulfilled or
frustrated. If there is a direct nexus between t he
restriction and the object of the Act then a strong
presunption in favour of the constitutionality of" the Act
will arise. [549 F-@ Kaval appara Kottarrathil Kochunni &
Os. v. The State o Madras & Ors. (1960) 3 SCR 887 _at 928
and O K. Chosh & Anr. v. N K Joseph (1963) Supp. 1 SCR
789 at 705 referred to.

(vi)Courts rmust see whether the social control envisaged in
Art. 19(6) is being effectuated by the restriction inposed
on the fundanental right. |If they look at the restrictions
only fromthe point of view of the citizen who is affected,

it will not be a correct or safe approach inasmuch as the
restriction is bound to be irksone and painful- to the
citizen even though it may be for the public good. However
i mportant the right of a citizen or an individual may be, it
has to yield to the larger interests of the country or the
conmunity. [550 G H, 551 A

Jyoti Prashad v. The Administrator for the Union Territory
of Delhi (1962), 2 SCR 125 at 148 referred to.

540

(vii)The Court is fully entitled to take into consideration
matters of common report, history of the tines and matters
of comon know edge and the circunstances existing at the
time of legislation. [551 D

Mohd. Hani f Quareshi & Ors. v. The State of Bihar (1959)
SCR 629 referred to.

In the instant case the object of the Act being to protect
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the agriculturistdebtors fromthe clutches of the greedy
creditors, is undoubtedly a |audable object. The Act does
not take away the property of the purchaser wi t hout
conpensation and, therefore, his right to hold property has
not been destroyed. No exception can be taken to s. 20(2)
(b) which provides for paynent of the purchase noney by
instal rents because the debtor, on account of his poverty,
cannot pay the debt in a lunp-sum Secondly having regard
to the econonmic condition of the peasantry in the State, the
object sought to be achieved being to renove agricultura

i ndebt edness and anelioration of the ot of the agricui-
turists, it cannot be said that the restrictions are in any
way arbitrary or excessive or beyond the requirements of the
situation. [558 B, D, F, H, 559 A

2. The object of the Act mentioned in the first part of
the statement of objects and reasons clearly shows that it
is comprehensive “in nature and is not confined to any
particular situation. ~In view of the clear and unanbi guous
provisions of the Act, it is not necessary to delve into
statenent' of objects and reasons. [559 G H|

Section 20 is not violative of Art. 14 of the Constitution.
[562 B]

3(a) What Article 14 forbids is hostile discrimnation and
not reasonable classification. Equality before | aw does not
nean that the sanme set of |aws should apply to all persons
under every ci rcunst ance i ghoring differences and
di sparities between men and things. It is for the State to
make reasonabl e 'classification which nust  fulfil two
conditions : (1) the classification nmust be founded on an
intelligible differentia which distinguishes persons or
things that are grouped together fromothers |eft out of the
group; and (2) the differentia must have a reasonable nexus
to the object sought to be achieved by tile statute. [560 C
El

Shri Ram Kri shna Dal nua v. Shri-Justice S. R Tendol kar &
Os. (1959) SCR 279 it 296-97 and State, of Kerala & Anr. v.
N. M Thomas & Ors. (1976)2 SCC 310 referred to.

(b)Having regard to the allowed object of the Act, if by
reason of their povertyand econonic backwardness t he
agriculturist-debtors are treated as a separatecategory or
class for preferential treatment in public interest, the
classi-fication is not unreasonable. In maki ng the
classification, the |legislature cannot be expected to
provi de an abstract symmetry. All that is necessary is that
the classes have to be set apart accordions to t he
necessities and exige ies a, as dictated by experience and
surrounding circunstances and the cl ton should not be
arbitrary, artificial or illusory. [561 6-H 562 A]

State of West Bengal v. Anway Ali Sarkar (1952) SCR 284 at
321 referred to.

(c) It is well settled that before a person can claim to be
di scrimnated against another he nust show that all the
ot her per sons are simlarly situate or equal |y
ci rcunst anced. Unl ess the appellant is able to establish
that he is equated with a bona fide alienee in every
respect, Art. 14 will have no application. In other words,
discrimnation violative of Art. 14 can only take effect if
there is discrimnation between equals and not wher e
unequal s are being differently treated. [562 C D

State of J & Kv. T. N Khosa & Anr. (1974) 1 SCR 771 at
783, Chiranjit Lal Chowadhuri v. The Union o India & Os.
(1950) SCR 860 It 911 and Southern Railways Co. v. G eene
216 U. S. 400, 412 referred to.

541

(d) A stranger auction purchaser and a bona fide alienee
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cannot be said to be simlarly situate. [563 D

In the instant case the stranger auction purchaser who
participates in the proceedings in execution of the decree
agai nst the debtor has a clear notice of the circunstances
under which the decree was passed and of the fact that the
property sold was the property of the debtor. If the
legislature at a later stage passes a lawto restore the
property to the agriculturist-debtor the auction-purchaser
cannot conplain. Secondly, the stranger auction-purchaser
knows that he had purchased the property at a distress sale.
Thirdly even if the property was restored to the stranger
auction-purchaser, he is entitled to get the entire purchase
noney in lunp-sumincluding the cost before parting wth
possession of the property. This distinguishes the case
fromthat of a decreeholder-purchaser. A bona fide alienee
on the other hand purchases, the property under negotiation

he has no notice of the debt of the debtor or the cir-
cunst ances under whi ch the decree was passed. [563 E, H, 564
A

Per Bhagwati, Shinghal and Tul zapurkar, JJ concurring.

The subject-matter of the Act is clearly within the purview
of Entry 30 (noney |ending and noney |lenders; relief of

agricultural indebtedness) and the Act which provides for
the " relief of indebted agriculturists in the State of
Kerala" is within/the conpetence of the State Legislature

[568 G 569 A]

1(a) There is no justification for the contention that Entry
30 is confined only to subsisting-indebtedness and Wuld
not cover the necessity of providing relief of those
agriculturists who had |ost their imovable property by
Court sales in execution of the decree against themand had
been rendered destitute. Section 20 deals with a liability
which had ceased and did not subsist on the date ‘the Act
cane into force. But there is nothing in Entry 30 of List
11 to show that it will not be attracted and would not
enable the State Legislature to nake a law sinply  because
the debt of the agriculturist had been paid off /under a
di stress sale-. [569 C E|

(b) An agriculturist does not cease to be an agriculturist
nerely because he has lost his inmovable property. It
cannot be said that the State is not interested in providing
him necessary relief merely because he has |ost hi s
i movabl e property. On the other ’'hand his hel pl ess
condition calls for early solution and it is only natura

that the State Legislature should think of rehabilitating
him by providing the necessary relief under an Act ~of the
nature under consideration. There is nothing.in the working
of Entry 30 to show that the relief contenplated by it _ nust
necessarily relate to any subsisting indebtedness and  woul d
not cover the question of relief to those who have lost the
means of their livelihood because of the delay in “providing
themlegislative relief.

[569- F-G

(c) It ~cannot be gainsaid that agriculturists. and even,
i ndebted agriculturists, formthe bulk or, at any rate a
consi derabl e part of the rural population in an essentially
rural econony. and so if a restriction is reasonable in
their interest. it world squarely fall within the purvi ew of
cl. (5 of Art. 19.

[570 F-G

Kaval appara Kottarathil Kochuni & Os. v. The State of
Madras and Ors. (1960) 3 SCR 887 and State of Andhra Pradesh
v. Kannapal i Chinna Venkata Chal anayya Sastri (1963) 1 SCR
156 referred to.

(d) Thousands of suits were pending against i ndebt ed
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agriculturists in various Courts and i nmovabl e properties of
a large nunber of agriculturists had been sold rendering
them conpletely helpless. So if the State Legislature
passed the Act in the interest of the general public to
provide relief of the nature nentioned in s. 20 the
restriction provided therein is clearly "reasonabl e". Even
so, the section nakes provision for repaynent of the
purchase noney, the costs of execution and the inprovenents
nmade by the purchaser Their restriction is, therefore,
reasonable in every sense and the Hgh Court rightly
rejected the argurment to the contrary. [571 A-C],

Section 20 is not violative of Art. 14. [573 D

54 2

2(a) A conparison of sub-s-(1) with sub-s. (3) would show
that the treatnment to a decree-hol der-purchaser is different
and is |less advantageous than the treatment to a purchaser
who is not a decree-holder. The former is treated as a
different  class: Decree-holders very often exploit their
debtors in many ways and sales to themare generally viewed
wi th suspicion and di sfavour.” Under O XX, r.72 CPC, it is
not permssible for a decree-holder-to bid for or purchase
the property wthout the express pernission of the Court.
The decree hol der purchaser has rightly been treated as a
class by hinmsel f and that classification obvi ously has the
obj ect of benefiting the agriculturist debtor by permtting
him to deposit only half the purchase noney and paying the
bal ance in instal ments.[572 A-B]

(b) There is alsojustification for treating an auction
purchaser at a Court sale differently from a bona-fide
alienee of the auction purchaser who derived his rights
before the date of publication of the 1968 Bill. Such an
alienee of the auction-purchaser could not possibly have
been aware of the hazards of Purchasing the property of an
i ndebt ed agricul turi st at t he time of purchase.
[572 C D

(c) It is futile to contend that if the |legislature has
protected the interests of analienee by enacting sub-s.
(6) it has made a hostile discrimnation agai nst the auction
purchaser as a class. [573 D

JUDGVENT:

ClVIL APPELLATE JURI SDICTION : Civil Appeal No. 420 of 1973.
From the Judgnent and Order dated 17-8-1972 of the Kerala
H gh Court in Original Petition No. 5576 of 1970.

T. S. Krishnamporthy lyer, S. B. Saharya, K. Ram Kumar and
V. B. Saharya for the Appellants in C As. 420 and  442-
445/ 73.

V. A.  Sayed Muhamed (In CA 420/73) and K M K Nair for
R. I in all appeals and R 2 in C As. 442, 443 and 445 of
1973.

Mss Lilly Thomas RR. 3-10 and CA 445/ 73.

The foll owi ng Judgnents of the Court were delivered by

FAZAL ALlI, J.-These appeals by certificate granted by the
Hi gh Court of Kerala involve a common question of |aw
containing a challenge to the constitutionality of the
Kerala Agriculturists’ Debt Relief Act, 1970 (Act 11 of
1970) (hereinafter referred to in short as the Act). The
appeal | ants have assailed particularly section 20 of the Act
which entitles the debtors to recover the properties sold to
purchasers in execution of a decree passed in |iquidating
the debt owed by the agriculturists.

As the five appeals involve common questions of law we
propose to deci de them by one comon judgnent.
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Section 20 of the Act was assail ed before the H gh Court on
three grounds, nanely.
1. That the Act was beyond the |legislative
conpetence of the State legislature and did
not fall within entry 30 of the State List.
2. That the provisions of section 20 and
the sub-sections thereof were violative of
Article 19 (1) (f) of the Constitution of
India inasnuch as they sought to deprive the
appel l ants of their right to hold property;
543
3. That sub-sections 3 and 6 of section 20
of the Act were violative of Article 14 of
the, Constitution of India inasnuch as the
st ranger decr ee- hol der was
sel ected for hostile discrimnation whereas a
bona fide alienee who stood on the sane
footing as the stranger decree holder was
exenpted fromthe operation of the Act.
M. Krishnamoorty lyer, |earned counsel for the appellants
has not pressed point No. 1 relating to the |legislative
conpetence of the legislature and has fairly conceded that
in view of the decisionof this Court in the case of
Fat enchand H nmatl al” & Ors’ v. State of Maharashtra etc. (1)
the constitutionality of the Maharashtra Debt Relief Act,
1976 which contained simlar or rather harsher provisions is

the Act was upheld by this Court. [In these - circunstances,
it will not be necessary for us to exam ne thiis question any
further.

Before however taking up the other two points raised by
counsel for the appellants which were pressed before us in
this Court it may be necessary to set out the approach which
a Court has to nake and the principles by which it has to be
guided in such matters. Courts Interpret the constitutiona
provi sions against the social setting of the country so as
to show a conpl ete consci ousness and deep awareness of the
growi ng requirenents of the society, the increasing needs of
the nation the burning problens of the, day and the conplex
issues facing the people which the legislature in its
wi sdom through beneficial |egislation, seeks-to solve. The
judicial approach should be dynamic rather than static,
pragmati c and not pedantic and elastic rather than rigid.
It nust take into consideration the changing trends of
econom ¢ thought, the tenper of the tinmes and the |Iliving
aspirations and feelings of the people. This Court ~while
acting as a sentinel on the quivive to protect fundanental
rights guaranteed to the citizens of the country nmust try to
strike a just balance between the fundanental rights and the
| arger and broader interests of society, so that when /such
right clashes with the larger interest of the country it
nmust yield to the latter. Enphasising the role of “Courts in
such matters this Court in the case of Jyoti Prashad v. The
Admi ni strator for the Union Territory of Delhi(2) observed
as follows : -

" where the legislature fulfils its purpose
and enacts laws, whichin its wsdom is
consi dered necessary for the solution of what
after all is a very human problemthe tests of
"reasonabl eness" have to be viewed in the
cont ext of the issues which faced the
| egislature. |In the construction of such | aws
and particularly in judging of their wvalidity
the Courts have necessarily to approach it
from the point of view of furthering the
social interest which it is the purpose of the
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legislation to pronote, for the Courts are
not, in these matters. functioning as it were
in vacuo, but as parts of a society which is
trying, by enacted law, to solve its problens
and achieve social concord and peacefu
adjustment and thus furthering the noral and
material progress of the community as a
whol e. "

(1) [1962] 2 S.C R 125 at 148.

544

It is obvious that the legislature is in the best position

to wunderstand and appreciate the needs of the people as

enjoined by the Constitution to bring about social reforms

for the upliftment of the backward and the weak-or sections

of the society and for the inprovenment of the ot of poor

people. The Court will therefore, interfere in this process

only when the statute is clearly violative of the right

conferred on the citizen under Part 11l of the Constitution
or when the Act is beyond the legislative conpetence of the
| egi sl ature or such other grounds. It is for this reason

that the Courts have recognised that there is always a
presunption in favour of the constitutionality of a statute
and the onus to proveits invalidity lies on the party which
assails the same. In the case of Mhd.  Hanif Quareshi &
Os. v. The State of Bihar(1l) while adverting to this aspect
Das, C.J. as he) then was, speaking for the Court observed
as follows :-
"The ' pronouncenent of  this Court further
est abli sh, anongst other things, that there is
al ways a presunption in favour of the
constitutionality of an enactnent and that the
burden is upon him who, attacks it, to show
that there has been a clear violation of the
constitutional principles. The Courts, it is
accepted, rnust presume that the |legislature
understands and. correctly appreciates the
needs of its own people, that its laws are
directed to problens nade mani f est by
experience and that its discrimnpations are
based on adequate grounds".
It is in the light of these principles that we have to
approach the inpact of the Act on the fundanental rights of
the citizen conferred on him by Part [11 of t he
Constitution.
The first plant of argunent by | earned counsel” for the,
appellants is that the Act was violative of  Article 19(1)
(f) of the Constitution inasnmuch as it takes away the right
to hold property as guaranteed by Article 19 (1) (f).
Article 19 (1) (f) nay be extracted thus
"Al'l citizens shall have the right
(f) to acquire, hold and di spose of property".
It was contended that in the present case the appellants had
acquired valid title to the property after having purchased
it at the auction sale in execution of a decree against the
debt ors. After the sale the properties vested. in the
appel lants and the | aw which invaded their right to the
property was clearly violative of Article 19(1) (f) of the
Constitution. There can be no doubt that Article 19

guarantees all the seven freedons to the citizen of the
country including the right to hold, acquire and di spose of
property. It nust, however, be remenbered that Article 19

confers an absolute and unconditional right which is subject
only to reasonable restrictions to be placed by Parlianent
or the legislature in public interest. Clause (5) of
Article 19 runs thus:
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"Nothing in sub-clauses (d), (e) and (f) of
the said clause shall effect the: operation
of any existing lawin so far as
(1) [1959] S.C R 629.
545
it inposes, or prevent the state from making
any |aw inposing, reasonable restrictions on
the exercise of any of the rights conferred by
the said sub-clauses either in the interests
of the general public or for the protection of
the interests of any Schdul ed Tri be".
A perusal of this clause manifestly reveals that the right
conferred, by Article 19(1) (f) 1is conditioned by the
rs mentioned in clause (5). . The Constitution
permts reasonable restrictions to be placed on the right in
the interest of the general public or for the protection of
the interest of any Scheduled Tribe. The State in the,
i nst ant case clainms protection under clause (5) by
submitting that the provisions contained in the Act anount
to reasonable restrictions  for the general good of an

i mport ant part of the  community, nanely, t he poor
agriculturist debtors. The object of the Act, according to
the State, is to renove agricultural indebtedness and

thereby to eradicate one of the inportant causes of poverty
in this country. /Such an object is undoubtedly in public
interest, and, therefore, the restriction contained in the
Act nust be presuned to be a reasonabl e restriction. Thi s
Court has considered this question on several occasions
during the last 21 decades, and has | aid down several tests
guidelines to indicate what in a particular circunstance can
be regarded as a reasonable restriction. ~One of the tests
laid down by this Court is that, in j udgi ng t he
reasonabl eness of the restrictions inposed by clause (5) of
Article 19, the Court has to bear in mnd the Directive
Principles of State Policy. It will be seen that Article 38
contains a clear directive to the State to pronpte the
wel fare of the people by securing and protecting as effec-
tively as possible a 'social order in which justice, social
econom c and political ,hall informall the institutions of
national life. Article 39(b) contains-a direction to secure
that the ownership and control of the material resources of
the comunity are so distributed as best to subserve the
conmon good. I ndi sputably, the object of the Act is to
eradicate rural indebtedness and thereby to secure the
conmon good of people living in abject poverty. ~The object,
therefore, clearly fulfils the directive laid down in
Articles 38 and 39(b) of the Constitution as referred to
above.

In fact in the case of Hs Holiness Kesavananda Bharati
Sri padagal avaru v. State of Kerala(,) all the Judges
constituting the Bench have wth one voice given the
Directive Principles contained in the Constitution a  place
of honour. Hegde and Mikherjea. JJ. as they then were have
sai d that the fundanental rights and the Directive
Principles constitute the "consci ence” of our Constitution.
The purpose of the Directive Principles is to fix certain
socio and econonic goals for inmediate attainnment by
bri ngi ng about a non-violent soci al revol ution
Chandrachud, J. observed that our Constitution ains at
bringing about a synthesis between ’'Fundanental Rights and
the "Directive Principles of State Policy’ by giving to the
former a place of pride and to the latter a place of
per manence.

In a latter case State of Kerala & Anr. v. N M Thomas &
Os.(2) (1976) 2 S.C.C. 310 one of us (Fazal A, J.) after

various facto
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anal ysing the

(1) [21973] Supp. S.CR 1.

(2) [1976] 2 S.C. C 310.

546

Judgnent delivered by all the Judges in the Kesvananda

Bharati’s case (supra) on the inmportance of the Directive

Princi pl es observed as foll ows :
“I'n view of the principles adunbrated by this
Court it is clear that t he Directive
Principles formthe fundamental feature and
the social conscience of the Constitution and
the Constitution enjoins upon the State to
i npl enent these directive principles. The,
directives thus provide the policy, t he
guidelines and the end of soci 0- econoni ¢
freedom of Articles 14 and 16 are the nmeans to
i npl enent ~the policy to achieve the ends
sought to be pronoted by the directive

principles. "So far as the courts are
concer ned wher e t here is no appar ent
i'nconsi stency between the directive principles
cont ai ned in Part 111, which in fact

suppl enent each other, there is no difficulty
in putting a harnonious " construction which
advances 't he object of the Constitution. Once
this basic fact is Kkept in m nd, t he
interpretation of Articles 14 and 16 and their
scope and anbit becone as cl ear ‘as day".
In t he case of. \The State of Bonbay V. R M D
Chamar baugwal a(1) this Court while stressing the inportance
of directive principles contained in the Constitution
observed as follows :
"The avowed purpose of our constitution is to
create a welfare ~State: The directive
principles of State policy set forth in Part
IV of our Constitution enjoin upon the, State
the duty to strive(to pronote the welfare of
the people by securing and protecting, as
effectively as it may, a social order in which
justice, social, econonic and political, Shal
inform all the institutions of the national
life".
In the case of Fatehchand Hmmuatlal & Os. v. State of Maha-
rashtra etc. (supra) the Constitution Bench of this Court
observed as follows :
"I ncorporation of Directive Principles ' of
State Policy casting the high duty upon the
State to strive to pronmote the welfare of . the
peopl e by securing and protecting  as effec-
tively as it may, a Social order in /which
justice-social, economic and political @ shal
inform all the institutions of the nationa
life., is not idle print but command to
action. We can never forget, except at —our
peril, that the Constitution obligates the
State to ensure an adequate neans of
livelihood to its citizens and to see that the
health and strength of workers, men and wonen,
are not abused, that exploitation, nmoral and

material, shall be extradited. In short,
State action defending the weaker sections
from social injustice and all forns of

exploitation and raising the standard of
living of the people, necessarily inply that
econom c activities, attired as trade or
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busi ness or commerce, can be de-recogni sed as
trade or business."
(1) [1957] S.C.R 874 at 921.
547
In the instant case, therefore, we are not
able to see any conflict between the directive
principles contained in Article 38 and 39(b)
and the restrictions placed by the Act. In
the case of The State of Bonbay & Anr. v. P.
N. Bul sara(l) this Court observed as foll ows
"“In j udgi ng the reasonabl eness of t he
restrictions inposed by the Act, one has to
bear in mnd the directive principles of State
policy set forth in Article 47 of t he
Constitution."
Anot her test which has been laid down by this Court is that
restrictions must not be arbitrary or of an excessive nature
so as to go beyond the requirement of the interest of the
general public. 1In the case of Chintaman Rao v. The State
of Madhya Pradesh(2) this Court observed as follows :-
“The phrase 'reasonable restriction’ connotes
that the limtation inposed on a person in
enj oynment of the right should not be arbitrary
or of an-excessive nature, beyond what s
requiredin the interests of .the public. The
word ’'reasonable’ inplies-intelligent care and
del i beration, that is, the choice of a course
whi ch ‘reason dictates.: Legi slation whi ch
arbitrarily or excessively invades the right
cannot be said to contain the quality of
reasonabl eness and unless it strikes a proper
bal ance between the, freedom guaranteed in
Article 19 ( 1) (g) and the social \ contro
permitted by clause (6) of ‘Article 19, it mnust
be held to be wanting inthat quality."
VWhat is required is that the |egislature takes intelligent
care and deliberation in choosing a course which is dictated
by reason and good conscience so as to strike a just bal ance
between the freedomcontained in Article 19 (1) and the
social control permtted by clauses (5) and (6) of ~Article
19. This view, was reiterated in the case of Messrs. Dwarka
Prasad Laxm Narain v. The State of Uttar Pradesh & Os.(3)
It has al so been pointed out by this Court that in order to
judge the quality of the reasonableness no abstract  or
general pattern or a fixed principle can be|laid down so as
to be of universal application and the same will ~have to
vary from case to case and wth regard to changi ng
conditions, the value of human life, social philosophy of
the Constitution, prevailing conditions and the " surroundi ng
circunstances all of which nust enter into the judicia
verdict. |In other words, the position is that the Court has
to nake not a rigid or dogmatic but an elastic and pregmatic
approach to the facts of the case and to take an over-al
view of all the circunstances, factors and issues facing the
situation. In the case of State of Madras v. V. G Row(4)
the Court observed as foll ows
It is inportant in this context to bear in
mnd that the test of reasonabl eness, wherever

prescri bed, should be applied to each
i ndi vidual statute inpugned, and no abstract
st andar d,

(1) [1951] S.C.R 682.

(2) [1956] S.C.R 759 at 763.
(3) [1954] S.C.R 803 at 811-12.
(4) [1952] S.C.R 597.
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or general pattern, of reasonabl eness can be
laid down as applicable to all cases. The

nature of the right alleged to have been
infringed, the underlying purpose of t he
restrictions inposed, the extent and urgency
of the evil sought to be renedi ed thereby, the
di sproportion of the inposition, the pre-
vailing conditions at the time, should al

ent er into the judicial- verdi ct. In

eval uating such elusive factors and formng
their own conception of what is reasonable, in
an the circunstances of a given case, it s
i nevitabl e that the special philosophy and the
scal e of values of the judges participating
in,the decision should play an i mport ant
part."

This view was endorsed in the case of Mohd. Hanif Quaresh

& Ors. v. The State of Bihar(1l) 1959 S.C.R 629 at 660 where

this Court observed as foll ows :

"Quite obviously it is left to the court, in
case of di sput e, to det erm ne t he
reasonabl eness of the restrictions inposed by
the law. In determ ning that question the

court, we conceive, cannot proceed on a
general’ notion of what in reasonable in the
abstract or even on a consideration of what is
reasonable from the point of view of the
rsons on whom the ‘restrictions
are inposed. "
Simlarly in the case of The Lord Krishna Sugar MIls Ltd. &
Anr. v. The Union of India & Anr. (1) the Court  observed
that the Court in judging the reasonabl eness of a law, wll
necessarily see, not only the surroundi ng circunstances but
all contenporaneous | egislation passed as part of a single
schene. ™
To the sane effect is another decision of this Court in the
case of Kaval appara Kottarrathil Kochuni & Ors. v. The State
of Madras & Ors. (2) where this Court observed as fol lows :

"There nmust , t her ef ore, be har nmoni ous
bal anci ng bet ween the fundamental rights
declared by Article 19(1) and the socia
control permtted by Article 19(5). It is
inmplicit in the nature of restrictions that no
inflexi ble standard can be laid down : - each

case nust be decided on its facts."
In the case of Jyoti Pershad v. The Adm nistrator for the
Union Territory of Delhi (supra) at 147 Ayyangar, J.
speaking for the Court observed as follows :
"The criteria for deternmining the degree of
restriction on the right to hold  property
whi ch woul d be considered reasonabl e, ‘are by
no means fixed or static, but nust obviously
vary from age to age and be related to the
adjustments necessary to solve the problens
whi ch comunities face fromtime to tinme."
(1) [1952] S.C.R 597.
(2) [1960] 3 S.C R 887 at 928.
549
The fourth test which has been laid dowmn by this Court to
j udge the reasonabl eness of a restriction is to examne the
nature and extent, the purport and content of the right,
nature of the evil sought to be renedied by the, statute,
the ratio of harmcaused to the citizen and the benefit to
be conferred on the person or the community for whose

per son

or

pe
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benefit the legislation is passed, urgency of the evil and
necessity to rectify the sane. 1|n short, a just bal ance has
to be struck between the restriction inposed and the socia
control envisaged by clause (6) of Article 19. |In the case
of Narendra Kumar & Ors. v. The Union ,of India & Os. (1)
this Court observed as foll ows;
"I'n applying the test of reasonabl eness, the
Court has to consider the question in the
background of the facts and circunstances
under which order was nade, taking into ac-
count the nature of the evil that was sought
to be remedied by such law, the ratio of the
harm caused to individual «citizens by the
proposed renedy, to the beneficial effect
reasonably expected to result to the genera
public.” It will also be necessary to consider
in that —connection whether the restraint
caused by the law'is nore than was necessary
in the interests of the general public."
In the case of Bachan Singh & Ors. v. State of
Punjab & OS. (2) this Court observed as
foll ows
"The Court has in no uncertain terns |aid down
the test for ascertaining  reasonabl eness of
the restriction on the rights guaranteed under
Article 19 to be, determ ned by a reference to
the nature of the right said to have been
infringed, the purpose of the restrictions
sought. to be inposed, the urgency of the evi
and the necessity to rectify or remedy it all
of which has to be balanced with the Socia
Wl fare or Social purpose sought to be
achi eved. The right of the individual has
therefore to be sublinmated to the |arger
i nterest of the general public.”
The fifth test fornulated by this Court is that there nust
be a ,direct and proximate nexus or a reasonable connection
between the other words, the Court has to see whether by
virtue of the restriction inposed on the right of the
citizen the object of the statute is really fulfilled or
frustrated. If there is a direct  nexus between the
restriction and the object of the Act then a strong
presunption in favour of the constitutionality of the Act
will naturally arise. In the case of K. K’ Kochun
& Os. v. State of Madras & Os. (supra) this Court
, Observed as follows :
"But the restrictions sought to be inposed
shal | not be arbitrary, but nmust have
reasonabl e relation to the object sought to be
achieved and shall be in the interests of the
general public".
(1) [1960] 2 S.C R 375.
(2) [1971] 1 s.C.C 713 at 718.
550
Sane view was taken by this Court in the case of O K. Ghosh
& Anr. v. E. X. Joseph(1l) where Gajendragadkar, J. speaking
for the Court observed as foll ows
"A restriction can be said to be in the

interests of public order only i f t he
connection between the restriction and the
public or der is proximte and direct.

Indirect or farfetched or unreal connection
between the restriction and public order would
not fall within the purview of the expression
"in the interests of public order’."
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Anot her test of reasonableness of restrictions is the
prevailing social values whose needs are satisfied by
restrictions neant to protect social welfare. |In the case
of The State of Uttar Pradesh v. Kaushaliya & Ors.(2) this
Court while relying on one of its earlier decisions in the
case of State of Madras v. V. G Row (supra) observed as
follows : -
"The reasonabl eness of a restriction depends
upon the values of life in a society, the
ci rcunst ances; obtaining at a particul ar point
of time when the restriction is inposed, the,
decree and the urgency of the evil sought to
be controll'ed and sinmilar others".
We have deliberately not referred to the Anerican cases
because the conditionsin our country are quite different
and this Court need not rely on the American Constitution
for the purpose of ‘exam ning the seven freedons contained in
Article 19 because the social conditions and the habits of
our people are different. |In this connection, in the case
of Jagnobhan Singh v. The State of UWP.(3) this Court
observed as follows :
"So far as we are concerned in this country,
we do not have, in our constitution any
provision like the Ninth Amendnent nor are we
at liberty to apply the test of reasonabl eness
with the freedomw th which the Judges of the
Supreme Court of America are -accustoned, to
apply "the due process’ cl ause".
Anot her inportant test which has been enunciated by this
Court is that so, far as the nature of reasonableness is
concerned it has to be viewed not only fromthe point of
view of the citizen but the problem before the |egislature
and the object which is sought to be -achieved by the
statute. In other words the Courts nust see whether the
social control envisaged in clause (6) of Article 19 is
being effectuated by the restrictions inposed on the

fundanental right. It is obvious(that if the Courts | ook at
the restrictions only fromthe point of viewof the <citizen
who is affected it will not be a correct or safe approach in

as much as the restriction is bound to be irksonme and
painful to the citizen even though it may be for the public
good. Therefore a just Wnce nust be struck in relation to
the restriction and the public good that is
(1) [21963] Supp. 1 S.C R 789 at 705.
(2) [1964] 4 S.C R 1002 at 1013.
(3) [1973] 1 S.C.C. 20 at 27.
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done to the people at large. It is obvious that, however
important the right of it citizen or an individual my ' be,
it has to yield to the larger interests of the country or
the comunity. In the case of Jyoti Pershad- v. The
Admini strator for the Union Territory of Delhi (supra) this
Court observed as follows :

"Where the legislature fulfils its purpose and

enact s I aws, which in its wi sdom is
consi dered necessary for the solution of what
after all is a very human problem and tests of

, reasonabl eness’ have to be, viewed in the
cont ext of the issues which faced t he
| egislature. |In the construction of such | aws
and particularly in judging of their wvalidity
the Courts have necessarily to approach it
from the point of view of furthering the
social interest which it is the purpose of the
legislation to pronote, for the Courts are
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not, in these matters, functioning as it were
in vacuo, but as parts of a society which is
trying, by enacted law, to solve its problens
social concord and peacefu
adjustrment and thus furthering the noral and
material progress of the commnity as a
whol e".
It has also been held by this Court that in judging
reasonabl eness of restrictions the Court is fully entitled
to take into consideration matters of conmon report, history
of the times and matters of commobn knowl edge and the
circunstances existing at the time of legislation. In this
connection, in the case of Mohd. Hanif Quareshi & Os.
V. The State of Bihar (supra) the Court observed as
follows :
“I't nmust be borne in mind that the |legislature
is free to recognise degrees of harmand may
confineits restrictions to those cases where
the need is deened to be the clearest and
finally t hat in order to sustain t he
presunption of constitutionality the Court nay
take into consideration nmatters of common
know edge, matters of comon report, t he
history of the times and may, assume every
state of facts which can be conceived existing
at the tine of legislation".
We do not nmean to suggest that the tests |aid down above are
conpl etely exhaustive but t hey undoubt edl y provi de
sufficient guidelines to the Court to determne, t he
guestion of reasonableness of a restriction whenever it
ari ses.
We woul d now |i ke to exami ne the facts and circunstances of
the present case in the light of the principles enunciated
above in order to find whether or not restrictions ' inposed
by the Act on the rights of the appellants are unreasonable.
Bef ore however going into this question, it nmay be necessary
to give a brief survey of the facts of the present case and
the history of the period preceding the Act as ‘also the
econom ¢ position of the debtors prevailing at the time when
the Act was passed. It appears that in Cvil Appeal No. 420
of 1973 the appellant was a stranger auction purchaser at a

Court sale. The creditor had obtained a nortgage decree
agai nst the debtor which was
552

to be paid by instalnments but as the debtor-was not able to
pay the instalnent, a decree for sale of the property was

passed by the Court and the property was auctioned and
purchased by the appellant who was not the decree-hol der

The rest of the facts are not disputed and need not be
nentioned in the judgnment. In the other appeals also
decrees were obtained by the creditors against the  debtors
and on failure of the debtors to pay the instalnments the
property was sold and purchased at the auction by the
decree- hol ders thensel ves. It is also not disputed  that
after the-purchase of the properties sonme of the appellants
had built houses, wanted trees and nade ot her inprovenents
in the property. When however the debtors | aunched
proceedi ngs under the Act for restoration of the possession

of the property on paynent of the decretal amunt the
appel  ants had chal l enged the Act on the ground that it was
unconsitutional as indicated above. The H gh Court has
pointed out in its judgnent that though the Act was preceded
by Act 31 of 1958 under which benefits were conferred on the
debtors for debts incurred by the agriculturists before 14th
July, 1958 but as this date was considered to be inadequate

and

achi eve
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by an anendnent in 1961 the date was extended to 14th July,
1959. In spite of this concession all the debtors were not
able to pay off their debts as a result of which they |ost

their property which was sold in execution of the decrees
brought by the creditors against them It was also found by
the Hi gh Court that as nmany as 102867 suits were filed in
various Courts in the St-ate after 14-7-1958 and in nost of
themno relief could, be given to the debtors because of the
expiry of the date. The very fact that nmost of the debtors
were not able to pay debts and save valuable properties
which were in their possession shows the pitiable condition

and the object poverty in which they live. The H gh Court
has also given the facts, figures and statistics to prove
the economic condition of the agriculturist debtors. In
this connection, the H gh Court has pointed out that the
All-India Rural Credit Conmmittee’'s Report, 1954 shows that

51. 7% of the Rural famlies ill Kerala are indebted and out
of this, the proportion between cultivators and non-
cultivators is 58.6 and 38.6 respectively. The Al India
average ‘borrowing per rural famly was Rs. 160. The
corresponding —average for-the cultivator and non-cultivator
was Rs. 21 0 and Rs. 66 respectively. o t he
average borrowi ng per famly of Rs. 309for rura

househol ds, that of the cultivators was Rs. 358 per famly
as against Rs. 171 /for non-cultivators i.e. alnobst double of
that of the <cultivators. Family expenditure accounted for
49.8% in the caseof mediumcultivators, 49.2%for |arge
cultivators and 37.2% ' or big cultivators. The rural credit
survey of 1961-62 shows that 64%of the cultivatorsin

Keral a are indebted, which is said to be the second biggest
in India. The average of |oan borrowed by the cultivators
in Kerala was Rs. 318/- per household as against Rs. 127 for
the non-cul tivatorhousehol d. The nmain purpose faor. the
borrowi ng was for househol dexpenditure and the capita
expendi ture on cultivation was of t he agricul turi st
househol ds in India have increased fromRs. 750 crores in
1951-52 to 1034 crores in 1961-62.1n other words, there has
been an increase of 38%in one decade. Although the |eve

of debt per household, is conparatively |ow inKerala and
so is the cost
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of cultivation and yet the cultivator is living fromhand to
mouth and is not able to make both ends neet. Consuner’s

needs and di stressed circunstances assune an inportant role
in adding to total debt. The Hi gh Court has then referred
to the report of Dr. C. B. Menoria and has quoted therefrom
Apart from these facts of history the entire matter was
consi dered exhaustively by a Constitution Bench of  this
Court in the case of Fatehchand Hmatlal & Os. v. State of
Maharashtra etc. (supra) where this Court referred to
several reports and Krishna lyer, J. speaking for the Court
and quoting exhaustively fromthe various reports made the
foll owi ng observations :

"Quite recently the _report published by the

Al India Rural Debt and |Investnent Survey
rel ating to 1971-72 al so depicts an
increasing trend in rural indebtedness. It

has been estimted that the aggregate
borrowi ngs of all rural househol ds on June 30,
1971 was Rs. 3921 crores, while the average
per rural househol d bei ng Rs. 503/ -.
Fortythree per cent of the rural famlies bad
reported borrow ngs."

Quoti ng Professor Panikar, this Court observed
as follows
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Dr. C
| ndi &’

" Per haps, it my be that the need for
borrowing is taken for granted. But the
undi sgui sed fear that the oppressive burden of
debt on Indian farmers is the main hindrance

to progress is unaninous. There are many
witers who depict indebtedness of Indian
farmers as an unmixed evil. Thus, Alal Ghosh
guotes w th approbation the French proverb

t hat "Credit supports the farnmer

hangman’ s rope the hanged."

"The econonmic literature, official and other
on agricul tural and working class i ndebtedness
is escalating and disturbing. Indeed. the
"nmoney- | ender’  is an oppressive conmponent of
the schene."

"The condition ©of |loan repaynent are as
designed that the debtor is forced to sell his
produce to the mmhajan at |low prices and
purchase goods for consunption and production
at high prices. In-many other ways take
advant age of the poverty and the hel pl essness
of farners and exploit them..... Unable to
pay high interest and the principal, the
farmers “even lose their land or live from
generation to generation under heavy debt."
"The harnful consequences or indebtedness are
econonmi.c and effect efficient farmng, socia
in that the 'rel ations between the |oan given
and |oan receivers take on the form of
relations - of hatred,, poisoning the socia
life."

B. Menoria in his book 'Agricultural Problenms of
has stressed that rural indebtedness has |ong been

one of the nost pressing problems of India and observed as

follows :

5 54

"Rur al peopl e have been under heavy
i ndebt edness of the average noney-lenders and
Sahukar s. The burden of this debt has been
passed on from generation to generation inas-
much as the principal and interest went  on
increasing for nost of them According to
Wl d, 'The country has been in the grip  of
Mahaj ans. It is the bond of debt” that has
shackl ed agriculture."

Quoting the reasonabl eness of the restrictions
this Court observed as follows :

"There was nmuch ar gunent about the
reasonabl eness of t he restriction on
noneyl enders, not the general category as suck
but the cruel species the Legislature had to
confront and we have at great |ength gone into
the gruesone backgr ound of econom ¢
inequities, since the test of reasonabl eness
is not to be applied in Vacuo but in the
context of life's realities." "Money-Iending
and trade-financing are indubitably "trade’ in
the broad rubric, but our concern here is
blinkered by a specific pattern of tragic
operations with no heroes but only anti-heroes
and victins."

"Emi nent economsts and their studies have
been adverted to by the Hi gh Court and
reliance has been placed on a report of a

as

th
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Conmittee which went into the question of
relief fromrural and urban indebtedness which
shows the dismal econonic situation of the
rural and farmer and the | abourers. It is not
nmerely the problem of agricultural and kindred
i ndebt edness, but the nenaci ng proportions of
the noneyl ender s’ activities t hat have
attracted the attention of the Comittee.
Gving facts and figures, which are alarmng

bearing on the indebtedness anpongst industria

workers and small holders, the Conmmittee has
hi ghlighted the exploitative role of noney-
|l enders and the high proportion of non-
institutional borrow ng."

"The subj ect matter of t he i mpugned
| egi sl ation is indebtedness, the beneficiaries
are petty farnmers, manual workers and allied
categories steeped in debt and bonded to the
nmoney lending tribe. So, in passing on its

constitutionality. t he principl es of
Devel opnental” Juris prudence must cone into
play. "

"A meaningful, vyet mininmal analysis of the

Debt ~Act, read in the light of the times and
circunstances which conpelled its enactnent,

will bring out the human setting of the
st at ut e. The bul k of the beneficiaries are
rural. indigents and the rest wurban workers.
These  are weaker sections for  whom consti-
tuti onal concern is shown because
institutional credit instrunmentalities have
i gnored them Mbney-lending may be ancilliary

to commercial activity and benignant  in its
ef fects. but noney-1endi ng may al so be ghastly
when it facilitates no
55 5
flow of trade, no novenent of comerce, no
pronmotion of inter-course, no servicing of
busi ness, but nerely stagnates rural econony,
strangul ates the borrowi ng comunity and turns
mal i ghant in its repercussions.”
"Every cause clains its martyr-and if the law,
necessitated by practical consi derati ons,
nmakes generalisations which hurt a few, it
cannot be hel ped by the Court. Oherw se, the
enforcenent of the Debt Relief Act will turn
into an enquiry into scrupul ous and
unscrupul ous creditors, frustrating, through
endless litigation, the instant relief to the
i ndebt ed whi ch is the promse of t he
| egi sl ature.”
Having regard to the history of economic legislation in
Kerala, the sad plight of the agriculturists debtors in the
State and the fact that the agriculturist debtors are,
living fromhand to nouth and bel ow subsi stance | evel, the
observati ons nmade by this Court as quoted above apply to the
facts of the present case with full force because sinilar
conditions had prevailed in Maharashtra which led to the
passi ng of the Maharashtra Debt Relief Act.
We would now exam ne the particular provisions of the Act
whi ch  have been assail ed before us to find out whether the
| egislature seeks to strike a just balance between the
nature of the restrictions sought to be inposed on the
appel l ants and soci al purpose sought to be achieved by the
Act .
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The relevant portions of section 20 of the Act nmay be

extracted thus :
" 20. Sal es of imovable property to be set
aside in certain cases : (1) where any
i movabl e property in which an agriculturist
had an interest has been sold in execution of
any decree for recovery of a debt or sold
under the provisions of the Revenue Recovery
Act for the tinme being in force for the
recovery of a debt due to a banking company in

i qui dati on.
(a) on or after the 1st day of Novenber,
1956; or

(b) before the 1st day of Novenber, 1956,
but the possession of the said property has
not actually passed before the 20th day of
November, 1957, fromthe judgment debtor to
the purchaser, and the decree-holder is the
purchaser, then, notw thstanding anything in
the  Limtation Act, 1963 or in the Code of
Cvil Procedure, 1908 or in the Revenue
Recovery Act for the tine being in force, and
not wthstanding that the sale has been
confirmed, ~ such judgment debtor or the I|ega
representive of such judgnent-debtor nay
deposi t one-hal f of the pur chase noney
together with the costs of execution where
such ' costs were not included in the purchase
noney, ~and apply  to the court wthin six
nonths fromthe date of the comencenent of
the Act to set aside the sale of the property,

and the court shall, if satisfied that
10 - 1 146 SCl /77
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the, applicant is an agriculturist, order the
sale to be set aside and the court shal
further order that ‘the, balance of the pur-
chase noney shall be paid in ten equal  half-
yearly instalnents together with the interest
accrued due on such bal ance outstanding, till
the date of paynent of each instal ment, at six
per cent per annum the first instal nent being
payable within a period of six nonths fromthe
date of the, order of the Court.
(2) Were any inmovabl e property-in which an
agriculturisthad an interest has been  sold

in execution of any decree for arrears of
or m chavaram
(a) during the period conmencing on the 1st
day of Novenber- , 1956 and ending with the
30th day of January, 1961 and the possession
of the said property has actually passed on or
before the 1st day of April, 1964, from the
j udgrent - debtor to the purchaser; or
(b) before the 1st day of Novenber, 1956 and
the possession of the said property has
actually passed during the period conmencing
on the 20th day of November, 1957 and ending
with the 1st day of April, 1964 fromthe judg-
ment - debt or to the pur chaser, t hen
notw t hstanding anything contained in t he
Limtation Act, 1963 or in the Code of Cvi
Procedure, 1908 and notwi thstandi ng that the
sal e has been confirmed, such judgnent-debtor
or the legal representative of such judgnent-

rent
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debtor nmmy deposit one-half of the purchase
noney together with the costs of execution
where such costs were not included in the
purchase noney and apply to the Court wthin
six months fromthe date of the comrencenent
of this Act to set aside the sale of the
property, and the Court shall, if satisfied
that the applicant is an agriculturist, order
the sale to be set aside, and the Court shal
further order that the balance of the purchase
nmoney shall be paid in ten equal half-yearly
i nstahnents together with the interest accrued
due on such bal ance outstanding till the date
of payment of each instalnent, at six per cent
per annum the first instalment being payable
wi thin a period of six nonths fromthe date of
the order of the Court.
(3) VWere any inmovabl e property in which an
agriculturist had no interest has been sold in
execution of any decree for the recovery of a
debt or sold wunder the provisions of the
Revenue Recovey Act for the time being in
force for the recovery of a debt due to a-
banki ng conpany in |liquidation on or after the
14th/ day of July, 1958 and the decree-hol der
is not the purchaser, then,  notw thstanding
anything in the Limtation Act, 1963 or in the
Code ' of Civil Procedure, 1908 or in the
Revenue  Recovery ~Act for the time being in
force, ~and notwthstanding that the sale has
been confirnmed, such judgnent-debtor or the
| egal representative of ~such judgnentdebtor
may, deposit the purchase noney and apply to
t he
557
Court within six months fromthe date of the
comencenment of this Act to set aside the sale
of the property, —and the court shall, if
satisfied t hat t he appl i cant i s an
agriculturist, order the sale to be set aside.
(4) No order under sub-section (1) or sub-
section (2) or sub-section (3) shall be passed
without notice to the decree holder, the
transferee of the decree, if any, the auction-
purchaser and any other person, who in the
opi ni on of the court woul d be affected by such
or der and wi t hout af f ordi ng them an
opportunity to be heard.
(5) Were inprovenents have been effected on
the property sold after the date of the sale
and before the notice under sub-section (4),
the val ue of such inprovenment as deternined by
the court shall be deposited by the applicant
for paynment to the auction-purchaser.
(6) An order under sub-section (1) or sub-
section (2) or sub-section (3) shall not be
deened to affect the rights of bonafi de
alienees of the auction-purchaser deriving
rights before the date of publication of the
Kerala Agriculturists’ Debt Relief Bill, 1963,
in the Gazette."
An analysis of this section shows that the statute seeks to
create three different categories of creditors who were
liable to restore property to the debt ors under
ci rcunst ances nentioned in the section. 1In the first place,
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where the decree-holder has purchased the property at an
auction sale but has not been able to get possession of the
same, the court has been given power to set aside the sale
(1) if the applicant is an agriculturist and is prepared to
deposit half of the decretal anmpunt i mediately and pay the
bal ance in 10 equal half yearly instalnents; (2) where the
purchaser who purchases the property at the auction sale is
a stranger and not a decree-hol der the sale can be set aside
only on the judgnent-debtor depositing the entire purchase
noney within six nmonths fromthe date of the commencenent of

the Act. Sub-section (5) further provides that if any
i nprovenents have been made by the purchaser, the debtor
will have to reinburse the purchaser for the same, (3) A

bonafide alienee who has purchased the property from the
aucti on-purchaser before the date of the publication of the
Act is conpletely -exenpted from the operation of the
provisions of the Act. ~The Act |ays down a self-contained
procedure for the node in which the sale is to be set aside
and the conditions on which this is to be done. Section 21
of the ‘Act provides for an appeal to the Appellate Court
agai nst any order passed under section. 20 and where an
order is passed by the Revenue Court an appeal lies to the
District Court. Thus-the inportant features of the Act nmay
be summari sed as foll ows
1. That even if the auction-purchaser was a
stranger and nay have purchased the property
froma debtor at an auction sale, he is liable
to restore property on paynent of the decreta
anmount;
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2. That if ~the purchaser has 'nmade any
i mprovenent in the property the debtor has to
deposit the cost of the inprovenments in court
before the sale is set aside.
3. That the _debtor has to exercise his
option of setting aside the sale wthin six
nmonths fromthe date of the Act.
The avowed object of the Act seens to give substantia
relief to the agriculturist debtors in order to get back
their property and earn their livelihood. Thi s is
undoubtedly a |audable object and the Act is a  piece  of
social legislation. As the decree-hol der who had purchased
the property is fully conpensated by being paid the ~anount
for which he had purchased the property, it cannot be said
that his right to hold the property has ~been conpletely

destroyed. The purchaser gets the property at a distress
sale and is fully aware of the pitiable conditions under
which the debtor was wunable to pay the debt. In a

Constitution which is wedded to a social pattern of society
the purchaser nmust be presuned to have the know edge that
any social legislation for the good of a particular
conmunity or the people in general can be brought forward by
Parliament at any time. The Act, however, does not  take
away the property of the purchaser w thout paying him due
conpensati on. It is true that section 20(2) (b) provides
for paynent of the purchase noney by instal nents, but no
exception can be taken to this fact as in view of the
poverty of the debtor it is not possible for himto pay the
debt in a lunp-sum and as the legislation is, for a
particul ar conmuni ty the provision for paynent by
i nstal nents cannot be said to work serious injustice to the
decree- hol der purchaser, A stranger auction purchaser has
been treated differently because he bad nothing to do wth
the decree and is enjoined to return the property to the
agriculturist debtor on paynment of entire anount in | unmpsum
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without insisting on instalnments. Thus, in short, the
position is that the object of the Act is to protect the
poor distressed agriculturist debtors fromthe clutches of
greedy creditors who have grabbed the properties of debtors
and deprived the debtors of their main source of sustenance.
Anot her object which is said to be fulfilled by the statute
is to eradicate and renove agricultural indebtedness in the
State by anelioration and i nprovenent of the lot of debtors
by bringing themto the subsistence | evel and reducing their

borr ow ngs. The Act does not provide for any drastic or
arbitrary procedure as the property is restored to the
debtor only on paynent of the purchase nopney. The Maha-

rashtra Debt Relief Act of 1976 contained such nmore drastic
provisions and in spite of that it was upheld by this Court
as the restrictions were hold byus to be reasonabl e
restrictions in the interest of the general public. To
renove poverty by eradicating rural indebtedness is one of
the very inmportant social purposes sought to be achieved by
our Constitution and it cannot be said that the invasion of
the right of the appellants i's so excessive as to be branded
by the quality of unreasonabl eness. Having regard to the
econoni c conditions prevailing in Kerala before the passing
of the Act, it cannot be said that the
559
restrictions are in any way arbitrary or excessive or beyond
the requirenents of the situation. Thus, all the tests laid
down by this, Court for determ ning reasonabl eness of a
restriction have been amply fulfilled in this case and we
are unable to find any constitutional infirmty in this case
on the ground that the Act is violative of = Article 19(1)
(f). We are clearly of the opinion that the provisions of
the Act are reasonable restrictions within the nmeaning of
clause (6) of Article 19. It is true that Article 31
confers a guarantee on a citizen agai nst deprivation of his
property except by authority of law. 1n other words, under
Article 31 the property of the citizen cannot be taken away
without. there being a valid |aw for that purpose. /The |aw
nmust not only be valid but it al'so nust not contravene any
of the provisions of Article 19 (1) (f). In the Jinstant
case, in view of our findings that the Act is-a valid piece
of legislation and ampunts to a reasonable restriction
wi thin the neani ng of sub-clauses (5) and (6) of Article 19
the law passes the test of constitutionality. In~ these
circunstances, therefore, Article 31 is not infringed  or
vi ol ated by the Act.
Before closing this part of the case we nmight nention an
argunent faintly submitted by |earned counsel” for the
appel l ants, that having regard to the statement of objects
and reasons of the Act, the provisions of the Act appear to
be in direct conflict with the sane. The statenent of
obj ects and reasons as published in the Kerala Gazette dated
13th Decenber, 1968 may be extracted thus:
"The Kerala Agriculturists Debt Relief  Act,
1958 (31 of 1958) provides for sone relief to
the indebted agriculturists in the State. But
t he benefits conferred by that Act are
avail able only in respect of debts incurred by
the agriculturists before the 14th July, 1958,
on which date the Act cane into force. Even
after this date the agricultural indebtedness
in the state, especially anobng the poor
sections of the people continued to be on the
increase due to various factors. Sever a
suits have been Mdd in courts for the recovery
of debts accrued after 14-7-1958 from poor
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i ndebted agriculturists. It is considered
necessary to give sone relief to such agri-
culturists al so. It is also consi der ed

necessary to limt the benefit to any indebted
agricul turist whose total amunt of debts does

not exceed twenty thousand rupees. It is,
t her ef ore, proposed to bring in a nor e
conpr ehensi ve | egislation on the subj ect

repeal i ng the existing enactnent".
It was contended that the main object of the Act appears to
give relief only to those debtors who had filed suits for
recovery of debts after 14th July, 1958. But the Act
travel s beyond the domain of the statenent of objects ’'and
reasons by giving a blanket power to the Court to set aside
t he sal es which have been conpl eted even before the passing
of the Act. W are, however, unable to agree wth this
argunent because in view of ~the clear and unamnbiguous
provisions of the Act, it is not necessary for us, to delve
into the statement of objects and reasons of- the Act.
Mor eover, . though the nmain purpose nay have been to give
relief to the agriculturist debtors
560
after 14-7-1958 the object was to bring forward a
conprehensive |egislation on various aspects of the matter
in order to give'relief to the indebted agriculturists.
This object is nentioned in the very first part of the
statement of objects and reasons. The words clearly show
that the Act was 'conprehensive in nature and was not
confi ned to any particul ar situation. In t hese
ci rcunst ances, therefore, the contention of l'earned counse
for the appellants on this score is over-rul ed.
This brings us to the second branch of the argunent relating
to the applicability of Article 14 of the  Constitution of
I ndi a. In this connection, M. Kri shnanoort hy lyer
submitted in the first place, that the special treatnent
afforded to the debtors under section 20 of the  Act is
wholly discrimnatory and is violative of Article 14.
Secondly, it was argued on behal f of the appellants in G vi
Appeal No. 420 of 1973 that they being stranger auction
purchasers were selected for hostile discrimnation as
against a bonafide alienee who has been given conplete
exenption fromthe operation of the provisions of the Act.
It is now well settled that what Article 14 forbids is
hostile discrimnation and not reasonable classification
Equal ity before '|aw does not nmean that the same set of |aw
should apply to all persons wunder every ci rcunst ance
ignoring differences and. disparties between men and things.
A reasonable classification is inherent in the very concept
of equality, because all persons living on this  earth are
not ali ke and have different problens. Sonme nmay be wealthy;

some nmay be poor; sonme may be educated; sone |- may be
uneducated sonme nay be highly advanced and others 'may be
econom cal ly backward. It is for the State to make a

reasonabl e cl assification which nmust fulfil two conditions:
(1) The classification nust he founded on an intelligible
differentia which distinguishes persons or things that are
grouped together fromothers left out of the group. (2) The
differentia must have a reasonable nexus to the object

sought to be achieved by the statute. In the case of Shri
Ram Kri shna Dalma v. Shri Justice S. R Tendol kar & Os.
(1). The Court after considering a | arge nunber of its

previ ous deci sions observed as foll ows :
"I't is now well established that while Article
14 forbids <class legislation, it does not
forbid reasonable classification for t he
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purposes of legislation. |In order, however,
to, pass t he t est of perm ssi bl e
classification two condi tions must be
fulfilled, nanely, (i) that the classification
nmust be f ounded on an intelligible-
differentia which distinguishes persons or
things that are grouped together from others
left out of the group; and (ii) that that
differentia nust have a rational relation to
the object sought to be achieved by the
statute in question. The classification nay
be founded on different basi s, nanel y,
geographi cal, or according to objects or
occupations or the like, what is necessary is
that there nust be a nexus between the basis
of «classification and the object of the Act
under consi deration".

(1) [2959] S.C.R 279 at 296-97.
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This case has been relied upon in a |arge nunber of cases

right from 1959 upto this date: In the case of State of

Kerala & Anr. v. N M Thomas & Ors. (supra) one of us

(Fazal Ali, J.) while delivering the concurring judgnent

observed as follows regarding the various aspects of the

concept of equality :
"It is also equally well-settled by severa
authorities of this Court that Article 16 is
nmerely ' an incident of Article 14. Article 14
bei ng  the genus is of wuniversal  application
whereas Article 16-is the species and seeks to
obtain equality of opportunity inthe services
under the State. The theory of reasonable
classification is inplicit and inherent . in the
concept of equality for there can hardly be
any country where all the citizens would be
equal in al | respects. Equality of
opportunity would naturally nean 'a @ fair
opportunity not only to one section or the
other but to all sections by renoving the
handicaps if a particular section of the
society suffers fromthe same. 1t has never
been disputed in judicial pronouncenments by
this Court as also of the various Hi gh Courts

t hat Article 14 permts reasonabl e
classification. But what ~Article 14 or
Article 16 forbid is hostile ~discrimnation
and not reasonabl e classification. In other

words, the idea of classificationis inplicit
in the concept of equality because equality
neans equality to all and not nerely "to the
advanced and educat ed sections of the society.
It follows, therefore, that in order to
provi de equality of opportunity to al
citizens of our country, every class of
citizens nust have a sense of equa
participation in building up an egalitarian
society, where there, is peace and plenty,
where there is conplete econonic freedom and
there is no pestilence or poverty, no
di scrimnation and oppression, where there is
equal opportunity to education, to work, to
earn their livelihood so that the goal of
social justice is achieved".

In view of these authorities let us see whether the

sel ection of the agriculturists debtors by the State for the
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pur pose of inproving and aneliorating their |ot can be said
to be a pernissible classification. Wile dealing with the
first argunent we have already pointed out the economc
conditions prevailing in the State and the abject poverty in
which the agriculturist debtors were living. W have also
referred to the Directive Principles of State Policy as
contained in the Constitution and have held that it is the
duty of the Ilegislature to inplement these directives.
Having regard, therefore, to the poverty and econonic
backwar dness of the agriculturist debtors and their
m serable conditions in which they live, it cannot be said
that if they are treated as a separate category or class
for preferential treatnment in public interest then the said
classification is unreasonable. It is also clear that in
maki ng the classification the |egislature cannot be expected
to provide an abstract symmetry but the classes have to be
set apart according to the necessities and exi gencies of the
soci ety as dictated by experi ence and surroundi ng
circunstances.. All that is necessary is that the classify-
562
cation should not be arbitrary, artificial or illusory.
Having regard to the circunstances nentioned above, we are
unable to hold that the classification does not rest upon
any real and substantial distinction bearing a reason-able
and just relation to the thing in respect of which the sane
is made. This viewwas taken in the case of State of West
Bengal v. Anwar Ai Sarkar.(1) In our opinion, both the
condi tions of reasonable classification indicated above are
fully satisfied inthis case. For these reasons, we hold
that section 20 of the Act is not violative of Article 14 of
the Constitution and reject the first branch of the argunent
on this point.
It was lastly contended that the appellant in Gvil ' Appea
No. 420 of 1973 (who originally was the appellant and '\ after
his heirs have been brought on record appellants No. 1-8)
had been selected for hostile discrimnation as against a
bonafide alienee who also beingiin the sanme position has
been exenpted fromthe provisions of the Act. W have given
our anxious consideration to this argunent and we find that
it is not tenable. It is well settled that before a person
can claimto be discrimnnated agai nst another he nust show
that all the other persons are simlarly situate or equally
ci rcunst anced. The pl eading of the appellant does not at
all contain any facts to show howthe two are simlarly
situate. Unless the appellant is able to establish that he
is equated with the bonafide alienee in all and every
respect, Article 14 will have no application. In other
words, discrimnation violative of Article 14 can only . take
effect if there is discrimnation between equals and not
where unequals are being differently treated vide State of
J &Kv. T. N Khosa & Anr. (2).
In the case of Chiranjit Lal Chowdhuri v. The Union of India
& Os (3)this Court observed as follows: -
"It must be admtted that the guarant ee
agai nst the denial of equal protection of the
| aws does not nean that identically the sane
rul es of |law should be nade applicable to al
persons within the territory of India in spite

of di fferences of ci rcunst ances and
condi tions. As has been said by the Supremne
Court of America, equal protection of laws is
a pledge of the protecting of equal |aws".

Yick Co. V. Hopkins (23) 118 U. S. at 369 and
this neans "subjection to equal |aws applying
like to all in the sane situation”. Sout hern
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Railway Co. v. Greene (24) 216 U S. 400, 412
fit ot her words, there shoul d be no
di scrim nati on between one person and another
it as regards the subject-matter of t he
| egislation their position is the sane".
A simlar view was taken in the case of Southern Railway Co.
v. Geene (supra) where the Suprene Court observed as
follows : -
"The | egi sl ature undoubtedly has a wide field
of choice in determ ning and classifying the
subject of its laws, and if the
(1) [1952] S.C.R 284 at 321
(2) [1974] 1 S.C. R 771 at 783.
(3)[1950] S.C.R 869 at 911
5 63
law deals alike with all of a certain class,
it is normally not obnoxious to the charge of

deni al of equal protection; but the
classification should never be arbitrary. It
nust al ways rest upon sone real and

substantial ~distinction bearing a reasonable
and just relation to the things in respect of
whi ch t he classification is made, and
cl assification nmade without any substantia
basi s should be regarded as invalid".

To the sane effect is another decision of this
Court in the case of The State of Wst Benga
v. Anwar Ali Sarkar (supra) where this Court
observed as follows :

"It can be taken to be well settled that the
principl e-underlying the 'guarantee in Article
14 is not that the same rules of |aw should
be, applicable to all persons wthin the
Indian territory or that- the sane renedies
shoul d be made available to themirrespective,

of differences " of _circunstances. It  only
neans that all persons simlarly circunstanced
shall be treated alike both in privileges
conferred and liabilities inposed. = Equal |aws
woul d have to be applied to all-in the sane
situation, and t here, shoul d be no

di scrimnati on between one person and another
i f as regards the subjectmatter of t he
legislation their position is substantially
t he same. "
Having regard to the nature of the rights acquired by the
stranger auction purchaser and the bonafide alienee it
cannot be said that they are simlarly situate or happen to
be in exactly the same position. So far as the stranger
auction purchaser |ike the appellant is concerned 'three
facts stare in the face. First, the stranger- auction
purchaser participates in the proceedings in execution of
the decree passed agai nst the debtor and which cul mnate in
the auction sale which is knocked down in favour of the
purchaser. Thus, such a purchaser has a clear notice of the
ci rcunst ances under which the decree was passed as also the
fact that the property sold was the property of the debtor.
If, therefore, the legislature at a later stage for the
anelioration of the Ilot of the debtors passes a law to
restore the property to the debtor the stranger auction

purchaser cannot be heard to conplain. In fact, his
position is nore or less the sane as that of the decree-
hol der. Second, the stranger auction purchaser knows that

be has purchased the property at a distress sale and the
el ement of innocence is completely elimnated. Third, under




http://JUDIS.NIC IN SUPREME COURT OF | NDI A

Page 28 of 35

the provisions of the Act even if the property is restored
to the stranger auction purchaser unlike the decree-hol der
the purchaser is entitled to get the entire purchase noney
in lunmp-sum including the cost before parting with the
possession of the property. This clearly distinguishes the
case fromthat of the decree-hol der purchaser and shows that
he is not seriously prejudiced. On the other hand, a
bonafide alienee does not purchase the property under a
di stress sale but under sale which is negotiated with the
vendor on the ternms acceptable to the purchaser. Secondly a
bonafi de ali enee has absolutely no notice of the debt or the
debtor or the circunstance

564

under which the decree was passed and the property was
purchased by the vendor

A bonafide alience acquires a newtitle under a negotiated
and conpl eted saleand in case the sale is allowed to be re-
opened ~by the Act it will lead to conplicated questions
which may cloud the real issues, and frustrate the object of
the Act. That apart even our comon law as a matter of
public policy protects the -interests of a bonafi de
transferee for value w thout notice against voi dabl e
transacti ons. For instance, transfers which could be set
asi de under section 53 of the Transfer of Property Act or
under section 27(b) of the Specific Relief Act, cannot be
set aside or enforced as agai nst such transferees. The Act
follows nore or ' less the same policy and protects the
bonafi de al i enee . because his purchase is absol utely
i nnocent . VWiile it is true that the provisions of the Act
operate rather harshly on the stranger auction purchaser but
the rigours of the |law have been softened by the fact that
under the provisions of the Act the auction purchaser gets
his full purchase nobney with costs for any inprovenent that
he may have made, At any rate, any disconfort that he ' night
have suffered as an individual has to be sublimated to the
public good of the community at large, in the instant case,
the poor agriculturist debtors. ( "Indeed if the /bonafide
al i enee was al so brought within the fold of the Act then the
classification m ght have been arbitrary end unreasonable so
as to smack of a draconi an neasure and m ght have exceeded
the permssible limts of discrimnation contenplated by
Article 14.

For the reasons given above we are unable to accept the
argunent of M. Krishnanmoorty lyer that the appellant has
been sel ected for hostile discrimnation under t he
provi sions of section 20 of the Act. The argunment is over-
ruled. The result is that the judgment of the Hi gh Court is
upheld in all the cases and the appeals are dism ssed. In
the peculiar circunstances of these cases, we |eave 'the
parties to bear their own costs in this Court.

SHI NGHAL, J. These appeals against the judgnment - of the
Kerala High Court dated August 17, 1972 are by certificate
under article 133(1)(c) of the Constitution as it 'stood
before the Constitution (Thirtieth Arendment) Act, 1972.
Appeal s Nos. 442-445 (N) of 1973 arise out of the dismssa
of some petitions on the basis of the Judgnent in the other
petitions which is the subject-matter of appeal No. 420(N)
of 1973. It will therefore be enough to refer to the facts
whi ch have given rise to that appeal

G vil Appeal No. 420(N) of 1973 relates to the dism ssal of
O Ps. No. 5576 and 6466 of 1970 and C.R P. No. 124 of 1971
O P. No. 5576 of 1970 was filed by Pathuma who had obt ai ned
a decree in 1953, on the basis of a registered deed of
nortgage, and had brought about the sale of sone inmovable
properties. of the judgnent-debtors who were agriculturists,
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as they were not able to pay the instal nents
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whi ch  were payabl e under the debt-relief |egislation which

was then in force. The properties were purchased by

Pat humma ' benami, in the nanme of his son. Possession of the

properties was taken fromthe judgnment-debtors during the
period My 16, 1961 to March 15, 1967. Pat humma’ s son
executed a deed of surrender in his father’'s favour on Apri
18, 1969 who built a house and effected val uabl e
i mprovenments on the lands. |In the neantine, the Kerala
Agriculturists’ Debt Relief Act, 1970, hereinafter referred
to as the Act, cane into force, and the judgnent-debtors
filed a petition for setting aside the sale and redelivery
of properties under section 20(7). Pathunma therefore chal -
| enged the constitutional validity of section 20 of the Act
by O P. No. 5576 of 1970.

In O P. No. 6466 of 1970 the judgment debtors, who were
agriculturists, ~commtted defaults in the payment of the
instal nents for the discharge of the debt under the debt
relief law which was then in force. The creditor purchased
the properties under a Court sale on Cctober 18, 1964, which

was duly confirned, and took delivery of the |ands. The
j udgment - debt ors applied for setting the sale aside and for
redelivery of the | ands, when the Act came into force. The
auction purchaser, in his turn, filed the aforesaid wit

petition to challenge the constitutional validity of section
20 of the Act.
In C R P.- No. 124 of 1971 the decree-hol der purchased the
 and of the judgnent-debtor, who was an agricul turist. The
sale was confirmed on July 5, 1968. The delivery of the
| and was taken on August 19, 1968 and the decree-hol der made
substantial inprovenments. The judgnment-debtor applied for
redelivery of the |Iand under the provisions of the Act and
his petition was allowed. On appeal, the District ' Judge
remanded t he case for evaluating the cost of t he
i mprovenents. VWile the matter was pending at that stage,
the aforesaid petition (124 of 1971) was filed to challenge
the constitutional validity of the relevant provisions of
the Act.
As the H gh Court upheld the validity of section 20 of the
Act by the judgnent dated August 17, 1972, ~and also
di smssed the petitions which are the subject of the other
appeal s Nos. 442-445, the appellants have come up to this
Court as aforesaid.
The controversy in these appeals thus ~relates to the
constitutional wvalidity of section 20 of the Act which
provides, inter alia, for the setting aside of the sale of
i movabl e property in execution of any decree for. the
recovery of a debt.
The section reads as follows, -
20-Sales of property to be set ‘aside in
certain cases.-- (1) Were any i movabl e
property in which an agriculturist had an
interest has been sold in execution of —any
decree for recovery of a debt or sold under
the provisions of the Revenue Recovery Act for
the tine being in force for the recovery of a
debt due to a banking company in |iquidation-
(a) on or after the 1st day of Novenber,
1956; or
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(b) before the 1st day of Novenber, 1956,
but the possession of the said property has
not actually passed before the 20th day of
Novermber, 1957, fromthe judgnent-debtor to
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the purchaser, and the decreeholder is the
purchaser, then notwi thstanding anything in
the Linmtation Act, 1963, or in the Code of
Cvil Procedure, 1908, or in the Revenue
Recovery Act for the tine being in force, and
not wi t hst andi ng that the sale has been
confirmed, such judgnent-debtor or the |I|ega
representative of such judgnmentdebtor nay
deposi t one-half of the pur chase noney
together with the costs of execution where
such costs were not included in the purchase
nmoney, and apply to the court wthin six
nmonths fromthe date of the conmencenent of
this Act to set aside the sale of t he
property, and the court shall, if satisfied
that the applicant is an agriculturist, order
the sale to be set aside, and the court shal
further order that the balance, of the
purchase noney shall be paid in ten equa
hal fyearly i nstal nents together wth t he
interest accrued due on such bal ance
outstanding tiff the date of payment of each
instal ment, —at six per cent per annum the
first /instal ment being payable within a period
of six months fromthe date of the order of
the court.

(2) VWere any i nmovabl'e property in which an
agriculturist had an interest has been sold in
execution of any decree for arrears of rent or
m chavar am -

(a) during the period conmencing on the 1st
day of Novenber, 1956 and ending with the 30th
day of January, 1961 and the possession of the
sai d property has actually passed on or before
the 1st day of April, 1964, fromthe judgnent-
debtor to the purchaser; or

(b) before the 1st day of Novenber, 'and the,
possession of the said property has  actually
passed during the period comrencing on the
20th day of Novenber, 1957 and ending wth
the 1st day of April, fromthe judgment-debtor
to the purchaser;

then, notwithstanding anything contained in
the limtation Act, 1963 or in the Code  of
Cvil Procedure, 1908, and notwithstanding
t hat the sale has been confirnmed, such
j udgrent - debt or or the | egal representative of
such judgment - debt or nmay deposit one-hal f of
the purchase noney together with the costs of
execution, where such costs were not i ncluded
in the purchase noney and apply to the court
within six nonths from the date of t he
commencement of this Act to set aside the sale

of the property, and the court shall, if
satisfied t hat the appl i cant is an
agricul turist,
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order the sale to be, set aside, and the court
shall further order that the bal ance of the

purchase noney shall be paid in ten equa
hal f-yearly instalnments together wth t he
i nt erest accrued due on such bal ance
outstanding till the date of payment of each
instal ment, as six per cent per annum the
first instal ment being payable within a period
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of six nmonths fromthe date of the order of

the court.
(3) Were any imovable property in which an agricul-
turist had an interest has been sold in execution of any
decree for the recovery of a debt, or sold under the provi-
sions of the Revenue Recovery Act for the time being inforce
for the recovery of a debt due to a banking conpany in
liquidation, on or after the 16th day of July, 1958 and the
decree-hol der is not the purchaser, then, notw thstanding
anything in the, Linmitation Act, 1963 or in the Code of
Cvil Procedure, 1908 or in the Revenue Recovery Act for the
time being in force, and notw thstanding that the sale has
been confirmed, such judgnent-debtor or the |egal represen-
tative of such judgnent-debter nmay, deposit the purchase
noney and apply to the court within six nonths fromthe date
of the commencenent of this Act to set aside the sale of the
property, and the court shall, if satisfied that the
applicant  is an agriculturist, order the sale to be set
asi de,
(4)No or'der under sub-section (1) or sub-section (2) or
sub-section (3) shall be passed wthout notice to the
decree-holder, the transferee of the decree, if any, the
aucti onpur chaser and any other person who in the opinion of
the court would be affected by such order and w thout
af fording them an opportunity to be heard.
(5)Wiere inprovenents have been effected on the property
sold after the date of the sale and before the notice under
sub-section (4), the value of such inprovenent as determ ned
by the court shall be deposited by the applicant for paynent
to the auction-purchaser.
(6) An  order under sub-section (1) or sub-section. (2) or
sub-section (3) shall not be deened to affect the rights of
bonafi de alienees of the auction-purchaser deriving rights
before the date of publication of the Kerala Agriculturists’
Debt Relief Bill, 1963, in the Gazette.
(7)Where a sale is set aside under sub-section (1) or sub-
section (2) or sub-section (3), in case the applicant i's out
of possession of the property, the court 'shall order re-
delivery of the property to him
(8)In respect of any sale of inmmovabl e property which has
not been confirmed, the judgnment-debtor if he isan agri-

culturist shall be entitled to pay the decree debt in
accor dance
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with the provisions of sections 4 and 5 and on the deposit
of the first instalment thereof, the sale shall ~be set
asi de.

(9)Wiere the judgnment-debtor fails to deposit a of the
subsequent instal nents, the decree-holder shall be entitled
to execute the decree and recover the defaulted instal nent
or instalments in accordance with the provisions -of this
Act .
Expl anati on 1-For the purposes of this section,-
(a) the expression "court” shall include a
revenue court or authority exercising powers
under the Revenue Recovery Act for the tine
being in force; and
(b) the expression "judgnent-debtor" shal
i ncl ude-
(1) a debtor from whom noney was due to a
banki ng conpany in |iquidation; and
(ii)a person fromwhomthe entire anmount due
under a decree has been realised by sale of
hi s i nmovabl e property.
Expl anation 11.-For the purposes of this
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section, an applicant shall be deened to be an
agriculturist if he would have been such an
agricul turi st but for the sale of t he
i movabl e property in respect of which he has
made t he application.”
It has beenargued by counsel for the appellants that
section 20 is invalid as thelLegislature of the Keral a
State was not conpetent to make the Act. It has been
urged that section 20 can not be said to fall wthin the
purview of Entry 30 of List Il of the Seventh Schedule to
the Constitution inasnuch as it deals with a debt which had
been paid off by sale of the property in execution of the
decree against the agriculturist and was no longer in
exi st ence.
It is article 246 of the Constitution which deals with the
subject-matter of the laws to be made by the Parlianent
and the Legislatures of “the States. Cause (3) of the
Articl e provides that subject to clauses (1) and (2) of
the Article (with which we are not concerned)the
Legi sl ature of a State has "exclusive power to nake laws with
respect to any of the nmatters enunerated in List [|Il."Entry
30 of the List specifically states the following matters as
being within the conmpetence of the State Legislature,
"30- Money- | endi ng and noney-| enders; relief of agricultura
i ndebt edness. "
It is therefore quite clear, and is beyond controversy, that
the Act which provides for "the relief of i ndebt ed
agriculturists in the State of “Kerala" is wthin the
conpetence of the State Legislature: Cause (1) of section
2 of the Act defines an "agriculturist”, clause (4) defines
a "debt", clause (5) defines a "debtor" and the two Expl ana-
tions to section 20 define the expressions  "court", and
"judgment -debtor" and give an extended neaning to the
expression "agriculturist”
569
SO as to include a person who would have been an
agriculturist but for the sale of his inmmovable property.
The other sections provide for the settlenment of the
liabilities and paynent of the debt (along wth t he
interest) of an agriculturist, including the setting aside
of the sale in execution of a decree, and the bar of suits’
The subject-matter of the Act is therefore <clearly wthin
the purview of Entry 30 and counsel for the appellants have
not been able to advance any argunment which could justify a
different view Reference in this connection nmay be nmade to
this Court’s decision in Fatehchand Hi nmmatl al and others v.
State of Maharashtra etc.(1l) It has however been argued that
the entry would not permit the making of a lawrelating to
the debt of an agriculturist which has already been paid by
sale of his property in execution of a decree and is not a
subsi sting debt.
It is true that section 20 of the Act provides for the
setting aside of any sale of inmovable property in which an
agriculturist had” an interest, if the property had been
sold, inter alia, 1in execution of any decree for the
recovery of a debt (a) on or after Novenber 1, 1956, or (b)
before Novenmber 1, 1956, but possession whereof has not
actual |y passed before Novenber 20, 1957, fromthe judgnent-
debtor to the purchaser, and the decree-holder is the
purchaser, on depositing one-half of the purchase npney

together with the cost of the execution etc. The section
therefore deals with a liability which had ceased and did
not subsist on the date 'when the Act cane into force. But

there is nothing in Entry 30 of List 11 to showthat it wll
not be attracted and woul d not enable the State Legislature
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to nmmke a | aw sinply because the debt of the agriculturist
had been paid off under a distress sale. The subject-nmatter
of the entry is "relief of agricultural indebtedness" and
there is no justification for the contention that it is
confined only to subsisting indebtedness and woul d not cover
the necessity of providing relief to those agriculturists
who had lost their inmovable property by court sales in
execution of the decrees agai nst them and had been rendered

destitute. Their problem was in fact nore acute and
serious, for they had lost the wherewi thal of their
livelihood and reduced to a state of penury. An

agriculturist does not cease to be an agriculturist nerely
because he has | ost his imtmuovabl e property, and it cannot be
said that the State is not interested in providing him
necessary relief nerely because he has lost his inmnovable
property. On the other hand his helpless condition calls
for early solution and’it is only natural that the State
Legi sl ature shoul'd think of rehabilitating himby providing
the necessary relief wunder an Act of the nature under
consideration in these cases. There is in fact nothing in
t he wordings of Entry 30 to show that t he relief
contenplated by it rmust necessarily relate to any subsisting
i ndebt edness and woul'd not cover the question of relief to
those who have | ost ‘the neans of their livelihood because of
the delay in providingthemlegislative relief. It is well-
settled, having been decided by this Court in Navinchandra
Maf atlal v. The Comm ssioner of Income-tax Bonbay GCity, (2)
that "in construing words in a constitutional enactnent
conferring |egislative power the nost |iberal construction
shoul d be put upon the words

(1) [21977] 2 S.C.R 828.

(2) (1955) 1 S.C.R 829.
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so that the sane nmay have effect in their w dest anplitude".
This has to be so lest a legislative nmeasure may be |ost for
a nere technicality.

The H gh Court has nade, a nention of the earlier
legislation in the same field. [t has also nade a reference
to Act 31 of 1958 which was quite simlar to the Act and has
poi nted out how t he Amendi ng Act of 1961 became i nfructuous

because of the unintended del ay i n amending it suitably. G eat

di stress was therefore caused to the i ndebted
agriculturistsbecause of the sale of their i movabl e
proper-ties by court auctions.Such agriculturists were
rendered conpl etely hel pl ess and it was onl yproper

that the State Legi slature should have thought of coming to
their rescue by enacting a law with the avowed intention of
providing themsone relief fromthe difficulties in which
they were ennmeshed as a result of their indebtedness, by
devising the necessary neans for the restoration of /their
i movabl e properties. The plight of those agriculturists
was in fact worse than that of an agriculturist who, while
he was groaning under the burden of his debt, had the
sati sfaction of having his i movable property with himas a
possi ble neans of redeemng the future sone day. If -, he
Legislature could provide relief to agriculturists against
their subsisting debts, by legislation under Entry 30, there
is no reason why it should find itself disabled from doing
so in the, case of these agriculturists who had |lost their
i movabl e properties in the process of the |iquidation of
their debts by court sales even though their case called for
greater synpathy and speedier relief.

It has next been argued that section 20 of the Act is
unconstitutional as it inpinges on the fundanental right of
the decree-hol der, or other auction-purchaser, under article
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19(1) (f) of +the Constitution to "hold" the property
acquired by himat a Court sale and of which he had becone
the owner by the express provision of section 65 of the Code
of Civil Procedure. It has thus been argued that by virtue
of article 13 of the Constitution, section 20 is void as it
is inconsistent with, or is in derogation of, a fundanenta
right.

As has been urged on behalf of the State, an answer to this
argunent is to be found in clause (5) of Article 19 which
specifically provides, inter alia, that nothing in sub-
clause (f) of clause (1) of article 19 shall "prevent the
State from nmaking any | aw i nposing reasonable restrictions
on the exercise of any of the. rights" conferred by the said

sub-clause in the interest of the general public. It cannot
be gai nsai d that agriculturists, and even i ndebt ed
agriculturists, from the bulk or, at any rate, a
consi derabl e part of the rural population, in an essentially
rural econony like ours, and so if a restriction is
reasonable intheirinterest, it would squarely fall wthin

the purview of clause (5). Reference in this connection may
be made to this Court’s decision in Kaval appara Kattarat hi
Kochuni and Qthers v. The State of Madras anti others(1l) and
State of Andhra Pradesh v. Khapperelli Chinna Venkata
Chal amayya Sastri(2) where it has been held that the redress
(1 [1960] 3 S.C. R /837.

(2) [1963] 1 S.C.R /155.
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of a real and genuine grievance of a section of the
conmunity is a measure in the interest of' ‘the genera
public.

As has been stated, the H gh Court has made a reference to
the history of the debt relief legislation and the facts and
circunstances which led to the passing of the ' Act.
Thousands of suits wer e pendi ng agai nst i ndebt ed
agriculturists in various courts and i mmovable _properties
of a large nunber of agriculturistshad been sold rendering
them conpletely helpless. So if the State Legislature
passed the Act, in the interest of the general public, to
provide relief of the nature nentioned in section 20 in view
of the ranpant agricultural indebtedness in the State, and

the wurgency of the malady, it does not require nmuch
hold that the restriction provided by that
section was clearly "reasonable". Even so, the section

nmakes provision for the repaynment of the purchase noney, the
costs of the execution and the inprovements mnmade by the
pur chaser. The restriction provided under section 20 is
therefore reasonable in every sense and the H gh Court
rightly rejected the argument to the contrary.
It has lastly been argued that section 20 of the Act is
viol ative of article 14 of the Constitution as it
di scrimnates without reason between-

(a) a decree-hol der, auction-purchaser and a

stranger auction-purchaser (sub-section (1)

(b) and subsection (3) ), and

(b) an auction-purchaser at a court sal e and

a bona fide alienee of an auction-purchaser

[ sub-section (6) ].
What Article 14 guarantees is the right to equality in
directing that the State shall not deny to any person
equal ity before the | aw or the equal protection of the |aws
within the country. The prohibition is however not
absolute in as nmuch as this Court has taken the view that it
incorporates the doctrine of "classification" (See Makhan
Lal Ml hotra and others v. The Union of India(l). It is
therefore equally well settled that Article 14 wll not

ar gument

to
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prevent the making of a law which gives rise to a
classification based on an intelligible differentia having a
rational relation with the object to be achieved thereby.
Now sub-section (1) of section 20 provides that if a decree-
hol der is the purchaser at a court sale, the judgnent-debtor
(or his legal representative) may deposit one-half of the
purchase noney together with the costs of execution (where
the costs were not included in the purchase noney) and apply
to the court within six nonths fromthe date of comrencenent
of the Act to set aside the sale, and the court shall set
aside the sale and make an order for the paynent of the
bal ance of the purchase noney in ten equal half-yearly
instal mnents together with accrued interest on the bal ance
till the date of paynent of each instal nment at six per cent
per annum As agai nst-this, sub-section (3) provides that
if the decree-holder is not the purchaser, the judgnent-
debtor (or his legal representative) may deposit t he
pur chase

(1) [1961] 2 S.C R 120.

11-1146SC /77
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noney and nmake an application for setting aside the sale and
the court shall set aside the sale. The treatnent to a
decree-hol der purchaser is therefore different and is |ess
advant ageous than the treatnment to a. purchaser who is not a
decree-hol der. The decree-hol der purchaser is treated as a
different class (for it is well-known that) - decree-hol ders
very often exploit their debtors in many ways and sales to
them are generally viewed with suspicion and ~ disfavour so
much so that, as has been expressly provided in Oder XX
rule 72 of the Code of G vil Procedure, it Jis 'not even
perm ssible for a decree-holder to bid for or purchase the
property w thout the express perm ssion of the Court. The
decree- hol der purchaser has thus rightly been treated as a
class by hinmself and that classification obviously has the
obj ect of benefiting the agriculturist judgnment-debtor by
permtting himto deposit only half. the purchase nbney and
paying the balance in instalnments. It cannot therefore be
sai d that the inpugned provision violates article 14 of the
Constitution on that account. There is also " justification
for: treating an auction-purchaser  at a court sale
differently from a bona fide alienee of the aucti on
purchaser who derived his rights before the date of
publication of the Kerala Agriculturists’ Debt Relief Bil
1968, in the State Gazette. Such an alienee of the auction-
purchaser coul d not possibly have been aware of the  hazards
of purchasing the property of an indebted agriculturist at
the time of the purchase, and it is futile to contend  that
if the Legislature has protected his interest by an express
provision in sub-section (6) of section 20, it has thereby
nmade a hostile discrinination against the auction-purchasers
as a cl ass.

There is thus no force in the arguments which have'  been
advanced on behalf of the appellants and the appeals -are
di sm ssed with costs.

P. B. R Appeal s di sm ssed-
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