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ACT:

Textile Committee Act, 1963/ Textile Commttee Rules
1965: Sections 2(g), 12(1) and 22/ Rule 21--Fee-Ilnposition
of -On  production of  rayon yarn and staple fibre yarn--
Constitutional wvalidity of--Wrds used in statute to be
interpreted in popul ar sense.

%

Statutory Construction: Provision of earlier statute can
be made use of for purpose of construing a subsequent
statute in case of anmbiquity.

HEADNOTE:

A nunber of textile mlls which were engaged’ in the
busi ness of nmanufacture and sale of rayon yarn and staple
fibre, i.e. man-made fibre, noved the Hi gh Courts  under
article 226 of t he Consti tution chal-l engi ng t he
constitutional validity of the fee inposed upon them by the
Textile Committee wunder rule 21 of the Textile Commttee
Rul es. 1965 nade by the Central Governnent under s. 22 of
the Textiles Committee Act, 1963. The levy of fee was
chal | enged on the ground that the Textile Committee was not
rendering any service to themby way of inspection or
exam nati on of rayon yarn and that the element of quid pro
guo was totally absent.

The High Courts of Allahabad. Andhra Pradesh, Qujarat
and Madras upheld the validity of the |levy, while the Keral a
Hi gh Court took the contrary view. The parties came up in
appeal to this Court. Four similar petitions pending in the
H gh Court of Bonmbay were also transferred to this Court.

Before the Court, it was contended on behalf of the
textile mlls (1) the rayon yarn and nyl on yarn manufactured
by themwas nade wholly O filanments and not of fibres and
therefore the sane are not textiles within the neaning of
the definition of textiles’ as contained of S.2(g) of the
Textile Committee Act. and hence not liable to paynment of
any fee in accordance with rule 21 of the Textile Committee
Rul es; and (2) the Textiles Comittee rendered no service to
the wit petitioners because neither they needed t he
services of the Comittee nor the Conmmittee was in a
position to render any service to them
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On behalf of the Revenue, the Additional Solicitor
General contended (1) the levy under r. 21 of the Rules was
not correlated to the power of inspection which the Textiles
Conmittee had under s. 11 of the Act, but was relatable to
its power to levy fees under s. 12 for the performance of
its functions, powers and duties under s. 4 (2) the avowed
obj ect and purpose of the Act, as was clear froms. 3, was
‘quality control’ of all textile and it would be idle to
contend that rayon vyarn and nylon yarn which were but
species of what was known as nman-made fibres, otherw se
called artificial silk, and had a world market, should be
outside the purview of the Act, (3) the Act and the words
used therein had to be interpreted not on a technol ogical or
specialised scientific  plane, but in a popular sense as
under st ood by experts in the sphere of the textile industry
and the comercial world dealing with it; and (4) the
definition of ’'textiles must be given a broad and 1ibera
construction in furtherance of the object and purpose of the
Act .

Di smssing the appeals filed by the textile mlls and
allowing the appeal filed by the Textile Conmittee, it was

HELD: (1) In viewof the fact that in the wit petitions
filled in the Hgh Courts the textile mlls had stated that
they were actually engaged in the manufacture of rayon yarn
and nylon yarn both of which. they averred, were ‘species of
what was known as man-nmade fibres’ . their contention that
rayon yarn and nylon yarn manufactured by them were not
‘yarn’ and therefore did not fall within the definition of
textiles wunder s. 2(g) of the Act could be countenanced.
[ B99E, - F]

(2) There was no explicable reason for the Legislature
to have excluded rayon yarn and nylon yarn fromthe  purview
of the definition of textiles in s.(2)(g) of the Act. In the
prem se, the expression ‘textiles’ as defined in s.2(g) of
the Act has to be given a broad andliberal construction, in
furtherance of the purpose and object of the Act. [901A- B

(3) The Act and the words used therein have to be
interpreted not on a technol ogical or specialised scientific
pl ane but in the popul ar sense as understood by experts in
the sphere of the textile industry and the conmercial world
dealing with it. [901D E

(4) The Industries (Devel opnent and Regul ation) Act,
1951 treats rayon as well as nylon as textiles nade  of
artificial (man-nmade) fibres. The |Industries (Development
and Regul ation) Act, 1951 and the Textiles Committee Act may
properly be considered to be statutes in pari materia.
[ 905b]
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(5) The Industries (Devel opnent and Regul ation) Act is
an Act earlier in point of time, and there is no reason why
if a subsequent statute by the sane Legislature can be
pressed In aid for the purpose of interpreting, in the event
of any doubt, the provisions of an wearlier statute, the
earlier statute cannot be nade use of for the purpose  of
construing, in the event of anbiguity, the provisions of a
| ater statute. [905E]

(6) Rayon and nylon yarn are not only made of ' other
fibre’ but are also yarn of "artificial silk’ wthin the
meani ng of s. t(g) of the Act. [904D]

(7) The <contention that rayon yarn and nylon yarn
manufactured by the mlls are nade wholly of filaments and
not of fibres and therefore did not come within the purview
of textiles as defined in s. 2(g) of the Act prior to its
amendment and therefore were not liable for payment of the
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fee levied under r. 21 of the Rules, cannot prevail.[905F]

(8) The grievance of the textile mlls that there is no
i nspection of the rayon yarn and nylon yarn nmanufactured by
them at the stage of production is belied by the fact that
there is pre-shipment inspection of the fabrics manufactured
fromsuch fibres for export. [910B-(

(9) Wen the entire proceeds of the fee are utilised in
financing the various projects undertaken by the Textiles
Commttee, as also the inspection of all textiles including
man- made fibres and textile nachinery, the appellants cannot
be heard to say that there is no reasonable and sufficient
correlation between the levy of the fee and the services
rendered. [907C]

(10) When the levy of the fee is for the benefit of the
entire textile industry, there is sufficient quid pro quo
between the |l evy recovered and the services rendered to the
i ndustry as a whole. [910D

(112) The conclusion is inevitable that the levy of the
fee under r. 21 of the Textiles Commttee Rules, 1965 by the
Textiles Commttee under sub-s. (1) of s. 12 of the Textiles
Commttee  Act, 1963 is val'id and constitutionally
per m ssi ble. [912B-C

M's Juggilal Kamal apat Cotton Spinning & Weaving MIls
Co. Ltd. v. The Textiles Conm ttee, Bonbay, [1972] Tax L.R
2104; The Travancore Rayons Ltd. r The Textiles Committee,
ILR (1972) Ker. 437:. Sreeniwasa Ceneral” Traders & O's. V.
State of Andhra Pradesh, [1983]-3 SC R 843 referred to. The
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Gnal i or Rayon Silk Manufacturing (Wg.) Co. Ltd ., Birlagram
YUjain v. The Textiles Conmttee, Bonbay, AR 1980 M
69, overrul ed.

JUDGVENT:
ClVIL APPELLATE JURI SDICTION: Civil Appeal Nos. 869/73,
863-64/77, 1460/80, 1281/73, and 1133-34/79.

From the Judgnents and Orders dat ed 22.1.1973,
18.11. 1976 10.4.1980, 30.10.72 and 24.10.1978 of t he
Hyderabad, Ahnedabad, Allahabad, Kerala, Allahabad H gh
Courts in Wit Appeal No. 154/72, Special Cvil Application
No. 597/69, 598/69 F.A F.O No. 235/1972, S.CA No.
13707/ 1972 & Speci al Appeal No. 3 and 4/1972.

W TH
TRANSFERRED CASE NOS. 351-52, 354-55 of 1983.

Transfer Petition Nos. 21, 22, 24 to 26 of 1981 from
Bonbay Hi gh Court.

V.C Mahajan, GL. Sanghi, N R Khaitan, Al ok Sharnma
Krishan Kumar, Ms. P. Shroff, Ms. A K Verma, Joel ~ Peres
and S.K. Jain for the Appellants in all the appeals.

V.A. Bobde, B.R Agarwala, Ms. S. Manchanda,  Dr. D.
Chandrachud and P . H. Parekh for the Petitioners in
Transferred Cases.

G Ramaswany, Additional Solicitor CGener al , V. C
Mahaj an, Harish Salve, D.N. Msra, Ms. AK Verma, T.C
Sharma and C.V. Subba Rao for the Respondents in all the
appeal s.

G Ramaswany, Additional Solicitor Ceneral, V.C. Mihajan
S.S. Shroff, P. Shroff, R Sasiprabhu, T.C. Sharma, C V.
Subba Rao. V.B. Desai, Bharat Sangal and Ms. Madhuri Cupta
for the Respondents in all the Transfer Cases.

P.H. Parekh and P. Narasimhan for the Intervener

The Judgnent of the Court was delivered by

SEN, J. In all these appeals except the one by specia
| eave, and the connected transferred cases brought by the
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appel l ants, each of which is a conpany incorporated under
the Conpanies Act, 1956 engageded in the business of
manufacture and sale on a very large scale of textiles
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generally and also of rayon yarn and staple fibre, both of
which form species of what is known as man-made fibre i.e.

artificial silk, there is a compbn question as to the
constitutional validity of a fee inposed under r. 21 of the
Textiles Conmittee Rules, 1965 nmde by t he Centra
Government under s. 22 of the Textiles Committee Act, 1963,
by the Textiles Conmittee constituted under s. 3 of the Act,
on the production of rayon yarn and staple fibre i.e. nan-
made fibres manufactured by them These appeals are against
the wvarious judgnents and orders of the H gh Courts of
Al | ahabad, Andhra Pradesh, Gujarat and Madras uphol ding the
validity of the |evy. The remai ning appeal i.e. Cvil Appea
No. 1281 of 1973 is preferred by the Textiles Committee
agai nst~ the judgnment and order of the Kerala H gh Court
taking the view to the contrary.
The ‘facts in all these cases are nore or less sinilar
It would suffice for our purposes to notice the salient
features thereof. To illustrate, the appellant conmpany in
Cvil Appeal No. 869 of 1973, Messrs Sirsilk Ltd., Hyderabad
is a mnufacturer of rayon yarn and staple fibre and has
established its factory at Sirpur Kagaznagar in the State of
Andhra Pradesh for the manufacture of the aforesaid man-made
fibres. The Chief Inspecting Oficer, Textiles Commttee by
his letter dated May 19, 1965 directed all the textile nmills
in India including the appellant to send inmediately, the
nont hwi se st atenents of production for March-and April 1965
and a cheque in paynent of the fees due thereon. . However,
the Associati on of Man-made Fibre Industry, Bonbay of which
the appellant is a nmenber by its letter dated May 25, 1985
advised the textile mlls to keep the paynent of fees in
abeyance, as it had nade a representation dated May 26, 1965
on behalf of its nenbers to the Mnistry of Comrerce,
Government of India and to the Textiles Comm ssioner. Al ong
with its letter, the Association forwarded to all its
nmenbers a copy of the said representation. By a further
letter dated May 29, 1965, the Association advised all the
textile mlls including the appellant to send a reply to the
| etter addressed by the Textiles Conmm ttee demandi ng paynent
of fees to the effect that the Association had already made
a represention to the Mnistry of Comerce and to the
Textiles Comn ssioner and as soon as a reply was received by
them they would revert to the subject and take such action
as mght be necessary in the circunstances. In the nmean-
while, the Textiles Committee by its letter dated August 10,
1965 nade a denmand for paynent of the fees for the nonths of
March to July 1965. The appellant in its reply expressed its
inability to pay the fees in view of t he pendi ng
representati on made by the Association on their behalf and
nore so because the Association had advised the menbers that
PG NO 885
the fee would becone payable by the textile mills only in
connection wth the inspection and exam nation and nust be
conmensurate with the exact quantum of services rendered by
the Committee. The appellant were however informed that one
of its nenbers had already remtted the fees. Consequently,
the appellant paid a sumof Rs.40,186.37 p. towards the fee
for the period fromMarch 1, 1965 to February 28, 1966. It
however adopted to the stand that the paynent of the fee was
under a mistake and under nmisconception as to its |ega
rights. It accordingly called upon the Association to take
up the matter with the Mnistry of Comrerce and the Textiles
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Conmi ssioner and to lodge a strong protest against the
illegal exaction of the fee by the Textiles Conmittee from
its nenbers when, in fact, no services of any kind were
bei ng render ed.

Thereafter, the Accounts O ficer, Textiles Conmttee by
|etter dated February 26, 1969 called upon the appellant to
remt a sumof RS.33,343.62 p. towards the fee in respect of
production of rayon or staple fibre for the period from
March 1, 1966 to March 31, 1967. It was al so advised to pay
the fee upto April 1968. In response thereto, the appellant
by its letter dated February 27, 1969 stated that the
Associ ation had on behalf of its nmenbers addressed a letter
to the Secretary, Textiles Conmittee for certain
clarifications and on receipt of the reply, the Association
would advise its nenbers as to the course of action
Eventual ly,.the Secretary, Textiles Conmittee by a letter
dated March 11, 1970, called upon the appellant that it
should ~remt an anmount of Rs.35,138.63 p. being the anount
of fee outstanding within ten days failing which the said
amount woul'd be recovered as arrears of |and revenue under
s. 12(2) of the Act. Aggrieved, the appellant noved the Hi gh
Court of Andhra Pradesh under Art. 226 of the Constitution
challenging the validity of the fee and the threatened
action for recovery. A learned Single Judge (Parthasarthi,
J.) by his judgnent dated January 28, 1972 dismi ssed the
wit petition upholding the validity of the |levy of the fee.
On appeal being preferred by the appel lant the judgnment of
the learned Single Judge was upheld by a Division Bench
(Copuirao Ekbote, 'CJ and Chennakesava Reddy, J.) by its
judgrment dated January 22 1973. The High Court of Andhra
Pradesh preferred to followthe view expressed by B.N
Lokur, J. of the Allahabad Hi gh Court” in Ms. Juggila
Kanmal apat Cotton Spinning Weaving MIlIls Co. Ltd. v. The
Textiles Conmittee, Bonbay, [1972] Tax. LR 2104, and
di ssented fromthe view taken by |Issac, J. in The Travancore
Rayons Ltd. v. The Textile Conmttee, ILR 1972 Ker. 437
hol ding that the Textiles Commttee was not entitled to | evy
any fee wunder r.4 of the Rules . solong as it was not
renderi ng any service by way of inspection or exam nation of
rayon yarn.
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Briefly stated, the facts in transferred cases nos. 351-
352 of 1983 are these. The petitioner in the first case the
Century Spg. & Mg. Co, Ltd., Bonbay carry on the busi ness
of manufacture of rayon yarn and tyre-cord yarn, both of
which form species of what is popularly known as ‘nen-nade
rayon’, while the petitioners in the second Messrs Century
Enka Limted, Bombay carry on the business of manufacture of
nylon filament vyarn. By letter dated My 25, 1968 the
Accounts Oficer, Textiles Conmittee, Bonbay call ed upon the
petitioner the Century Spg. & Mg. Co. Ltd. to remt a sum
of Rs.5,89,187.46 p. as fees in respect of production of
29,459, 373.21 kgs. of rayon yarn for the period from March
1, 1966 to April, 30, 1968. The petitioners were al so called
upon to pay the fees for April 1968. In reply, the
petitioners by their letter dated June 18, 1968 stated that
the Association of Man- made Fibre |Industry, Bonbay had
addressed a letter to the Secretary, Textiles Committee for
certain clarifications in the matter and on receipt of the
reply the Association would be advising its nenbers further
Ther eupon, further correspondence ensued bet ween t he
Textil es Committee on the one hand and the Association on
the other. Thereafter, by letter dated February 20, 1969 the
Secretary, Textiles Committee intimated the petitioner that
it was proposed to initiate i mrediate action to recover the
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outstanding fees fromthe petitioner as arrears of |and
revenue as contenplated under s. 12(2) of the Act. It was
further stated that in order to avoid coercive proceedings
the petitioner should pay up the arrears at |east upto March
31, 1967 ampbunting to Rs.3,19,977.11 p.; in any case before
March 1, 1969 failing which the Textiles Committee would be
constrained to advise the concerned Collector to enforce
recovery of the outstanding fees as arrears of |and revenue.
The petitioner accordingly noved a petition under Art. 226
of the Constitution before the H gh Court of Bonbay for
guashing the inmpugned notice of demand dated February
20,1969 conplaining that they had at no time nade any
application for inspection and/or exam nation of the vyarn
they manufacture nor did they ever approach the said
Conmittee to inspect and/or exanm ne yarn manufactured by
them They averred that neither the said Committee nor any
one on its behalf had rendered any service whatsoever to
them either at their instance or otherwise. Simlarly, the
petitioner Century Enka Linmted noved a petition under Art.
226 of the Constitution the Hi gh Court of Bombay contending
that the Textiles Conmittee was not-entitled to demand or
recover a sumof Rs.78,553.15p. or any other sum by way of
fees on the nylon yarn manufactured by them on the ground
that the element of ‘quid pro quo was totally absent inasmuch
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as no services at all were rendered by the Conmittee to
them These two wit petitions were ordered to be
transferred to this Court under Art. 139 of the Constitution
and nunbered as transferred cases nos. 351-352 of 1983.

Simlar are the facts in other cases. In transferred
case no.354/83 Messrs Nirlon Synthetic Fibres & Chenicals
Limted, Bonbay carry on the business  of —manufacture of
nyl on yarn and apparently paid Rs.8, 820.40 p. by way of fees
on the nylon yam manufactured by themin conpliance with the
noti ce of demand issued by the Accounts Oficer, Textiles
Conmittee dated February 20, 1969. The petitioner 'in the
ot her case transferred case no. 355/83 Messrs Garwara Nyl ons
Limted, Bonbay al so carry on the business of manufacture or
nylon yarn and paid Rs.51,738.89 p. by way of fee in
conpliance with the circular issued by the Chief Inspecting
Oficer, Textiles Committee, Bonmbay dated May 19, 1965 and
assert that the paynent of the said ambunt was under a
m stake. Both these petitioners noved the Hi gh Court - under
Art. 226 of the Constitution challenging the validity of the
levy of the fee and prayed for the issue of a wit in the
nature of mandamus directing the Textiles Conmittee to
refund the anounts recovered fromthem Both these wit
petitions were also transferred to this Court under Art. |39
and are nunbered as transferred cases nos. 354-355/83.

In Cvil Appeals Nos. 863-864/77, the appellant” Baroda
Rayon Corporation Limted, GGujarat are engaged in the
busi ness of manufacture of rayon yarn and paid Rs.55, 100
towards the fee in conpliance with the notice of ' demand
issued by the Accounts Oficer, Textiles Comittee dated
March 9, 1966 for the period from March 1. 1965 to February
28, 1966. They were further called upon by the Secretary,
Textiles Comrittee to remit a sumof Rs.39,211.26 p. towards
the arrears upto March 31, 1967. The appellant challenged
the recovery of the said anbunt of Rs.55,100 as well as the
threatened demand of a further sum of Rs.39,211.26 p. by the
Textiles Committee as being ultra vires by petitions under
Art. 226 of the Constitution before the H gh Court of
Gujarat. A Division Bench (S. Qoul Reddy, CJ & N.H. Bhatt,
J.) by its judgnment dated Novenber 18, 1976 wupheld the
validity of +the fee and accordingly dismssed the wit
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The appellant in Civil Appeal No. 1460/80 Messrs Modi pon
Limted, Meerut are nanufacturers of nylon vyarn. The

Accounts Officer, Textiles Committee by his letter dated
June 11, 1960 required the conmpany to pay the arrears of
fees for the period from March 1965 to May 1968. The conpany
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brought a suit being Original Suit No. 86/70 in the Court of
the Il Cvil Judge, Meerut for a declaration and perpetua

injunction. In the suit it applied for grant of a tenporary
injunction under Oder XXXIX, r. 1 of the Code of GCvi
Procedure, 1908 restraining the Textiles Conmittee from
recovering the fees on the ground that the nylon vyarn
manufactured by themdid not fall within the definition of
"textiles’ under s. 2(g) of the Act. The learned Cvil Judge
by his order dated May 12, 1972 granted ad-interimtenporary
injunction but |later vacated the same. The appel | ant
accordingly went-up in appeal to the High Court. A Division
Bench ' (M'N. ~Shukla & NN.N. Mthal, JJ) by its order dated
April 10, 1980 substantially disallowed the application for
temporary-injunction while nmaking a direction requiring the
learned Civil Judge to examine whether the appellant had
conmmenced production since March 1968 and therefore the
demand for fee for the period anterior to the comencenent
of the production could not possibly be sustained.

Appellants in Cvil Appeals Nos. 1133-34/79 Messrs. J
busi ness of nmanufacture of rayon yarn -under the nanme and
style of J.K Rayon, and of nylon yarn under the nane and
style of J.K Synthetics Limted. For the period from March
1965 to February 1966 they paid Rs.49,372.65 p. Thereafter,
they fell into arrears. The two conpanies filed 'petitions
under Art. 226 of the Constitution before the H gh Court of
Al | ahabad contending inter alia that the said paynments were
made under mistake without realising theinplications of the
Textiles Committee Act or the Rules, and prayed for the
issue of a wit in the nature of ~mandamus directing the
Textiles Committee to refund the anount in question. As
already stated, B.N Lokur, J. in Juggilal’s case by his
judgrment dated Novenber 6, 1971 upheld the validity of the
| evy of the fee and dism ssed the wit petitions. On appeal
a Division Bench (Satish Chandra, CJ and Yashoda Nandan, J:.)
by its judgment dated October 24, 1978 dism ssed the
appeal

In Cvil Appeal No. 1281 of 1973 the Textiles Comm ttee
has cone wup in appeal against the judgnment of ~a |earned
Si ngl e Judge of the Hi gh Court of Kerala (lsaac, J.) who by
his judgment dated March 3, 1972 in Travancore Rayons Ltd.
held that the levy of the fee by the Commttee was w thout
the authority of law and so long as the Committee was not
rendering any service by way of inspection and exani nation
of rayon vyarn nmanufactured by Messrs Travancore Rayon
Limited, it was not entitled to recover the sane.
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In order to appreciate the rival contentions, it is
necessary to set out the background in which the Textiles
Conmittee was constituted, the object and purpose of the
Textiles Committee Act as also the relevant provisions of
the said Act and the Rul es made thereunder. The history of
the legislation has been set out in the counter-affidavit
filed on behalf of the Textiles Conmttee and is as
fol |l ows.

The Second world war gave a conpletely sheltered nmarket
for Indian Textiles and created an unprecedented boom for
their products. They were, however, for a variety of
reasons, unable to with- stand the severe internationa
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conpetition they had to face in foreign markets with the
return of normal conditions after the war. Alive to the
various problens faced by the Textile Industry in genera

and the Cotton Textile Industry in particul ar, t he
CGovernment of India took tinely steps to arrest the crisis
by adopting various neasures to safeguard production and
export of cotton textiles and to assure the efficiency of
the Cotton Textile Industry. It was in this context that the
Cotton Textiles Fund Odinance, 1944’ was pronul gated,
establishing a ‘Fund’ for supervising the exports of cloth
and yarn and for develop- nment of technical education

research and other matters in relation to the Cotton Textile
I ndustry. The Cotton Textiles Fund Committee which was
appointed as the body to perform the various functions
i mposed under the Ordinance did very useful work during the
period from 1945 to 1964 for the inprovenent of the said
industry and so as to enable it to neet the conpetition of
foreign textiles in-international market. The Ordinance,
promul gated in 1944 establishing the Cotton Textiles Fund
Conmittee, ~had provisions to safeguard exports of Cotton
Textiles —only. As nmore and nore itens of textiles such as

wool . silk, art silk and other man-made fibre fabrics and
yarn started finding their way into the international market
in increasing quantities. it became necessary for the

Government of India to create a honb- genous entity to |ook
after and pronote the i nprovenent and safeguard for all such
textile items. It was al so necessary to take such step in
the case of these schenes of the Textile Industry both for
i mproving standards in such industry and because the sane
were in many ways connected and inter-related with the
Textile Industry. Such action and inter-relation arose
because of the nature of the commbdities and because in many
cases conposite fibres and textiles were produced and nany
units engaged in production of such synthetics and ' other
materials were al so engaged in the Cotton Textile |Industry.
Parliament accordingly enacted the Textiles Conmittee
Act (hereinafter referred to as ‘‘the Act’) which /'received
the assent of the President on Decenber 3, 1963, It was
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nmeant to re-enact the provisions of the aforesaid Ordinance
and to make the same applicable to all textiles including
all synthetic fibres i.e. rayon yarn, staple fibre, nylon

yarn, man-made fibre comonly known as artificial silk.

The avowed object and purpose of the Act, as reflected
inthe long title, is to provide for the establishment of a
Conmittee for ensuring the. quality of textiles and textile
machinery and for matters connected therewith. S 2(f) of
the Act defines ‘textile machinery’ to nean the equi pnent
enployed directly or indirectly for the processing of
textile fibre into yarn and for the nmanufacture of" fabric
therefrom by weaving or knitting and to include “equipnent
used either wholly or partly for the finishing, folding or
packing of textiles. S. 2(g) defines ‘textiles’ .  This
definition as originally enacted read as foll ows:

"2(g). ‘Textiles’ means any fabric or cloth or yarn nade
wholly or in part of cotton, or wool or silk or artificia
silk or other fibre. "

By Act No. 51 of 1973, a new definition of ‘textiles’
was substituted we .f. January 1, 1975 and it reads:

"2(.g). 'textiles’ means any fabric or cloth or yarn or
garnent or and other article nade wholly or in part of--

(i) cotton; or

(ii) wool;or

(iii) silk;or

(iv) artificial silk or other fibre, and includes fibre.




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

Page 9 of 23

S. 3 of the Act provides for establishnent of the
Textiles Committee by the Central Governnent. S. 4 deals
with the functions of the Conmttee. The functions of the
Conmittee as stated in s. 4 generally are to ensure by such
measures as it thinks fit, standard qualities of textiles
both for internal marketing and export purposes and the
manuf acture and use of standard type of textile machinery.
It reads follows:

"4, Functions of the Conmittee--(1). Subject to the
provisions of this Act, the functions of the Conmittee shal
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generally be to ensure by such nmeasures, as it thinks fit,
standard qualities of textiles both for internal narketing
and export purposes and the nmanufacture and use of standard
type of textile nmachinery.

(2) wi thout prejudice to the generality of t he
provi si ons of sub-section (1), the Committee may--

(a) undertake, ~assist and encour age, scientific,
technol ogi'cal -and economic research in textile industry and
textil e nmachinery,

(b) pronote export of textiles and textile machinery and
carry on propaganda for that purpose;

(c) establ i sh or adopt or recogni se st andard
specifications for--

(i) textiles, and

(ii) packing materials used in the packing of textiles
or textile machinery, for the purposes of export and for
internal consunption and affix -suitable marks on such
standardi sed varieties of textiles and packing materials;

(d) specify the type of quality control -~ or inspection
which will be applied to textiles or textile nachinery;

(da) provide for training in the techniques of " quality
control to be applied to textiles or textile machinery;

(e) provide for the inspection-and exam nati on of --

(i) textiles;

(ii) textile machinery at any stage of manufacture and
also while it is in use at mll-heads;

(iii) packing materials used in the packing of ~ textiles
or textile machinery;

(f) establish laboratories and test houses for the
testing of textiles;
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(g) provide for testing textiles and textile nmachinery
in |aboratories and test houses other than those established
under cl ause (f);

(h) collect statistic for any of the ‘above nentioned
pur poses from -

(i) manufacturers of, and dealers in, textiles;

(ii) manufacturers of textile machinery; and

(iii) such other persons as nay be prescri bed;

(i) advice on all matters relating to the developnment of
textile industry and the production of textile nachinery;

(j) provide for such other matters as nay be prescri bed.

(3) In the discharge of its functions, the Committee
shal | be bound by such directions as the Central Governnent
may, for reasons to be stated in witing, give to it from
time to time.

S. 7 of the Act provides for constitution of a Fund
called the Textiles Fund. Fees recovered under the Act form
part of this Fund. The moneys in the Fund are applied for
neeting the pay and all owances of the officers and other
enpl oyees of the Committee and other administrative expenses
of the Conmittee and for carrying out the purposes of the
Act. S. 11 confers on the Cormittee the power of inspection
and provides:
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"(11) Inspection--(1) The Conmittee nay, on application
nmade to it or otherwise, direct an officer specially
authorised in that behalf to exam ne the quality of textiles
or the suitability of textile machinery for use at the tine
of manufacture or while in use in a textile mll and submt
a report to the Conmittee.

(2) Subject to any rules nmade under this Act, such an
of ficer shall have power to--

(a) inspect any operation carried on in connection wth
the manufacture of textiles or textile machinery in relation
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to which construction particulars, marks or inspection
st andards have been specified,

(b) the sanples of any article or of any material or
substance wused in any article or process in relation to
whi ch construction particul ars, marks or i nspection
st andards have been specified;

(c) exerci se such other powers as may be prescribed.

(3) On receipt of the report referred to in sub-section
(1), the Conmittee nay tender such advice, as it nay deem
fit to the manufacturer of textiles the manufacturer of
textile machinery and the applicant.”

S. 12 provides for levy of fees for inspection and
exam nati on and reads as foll ows:

"12. (1). The Committee may | evy such fees as may be
prescri bed- -

(a) for inspection and exami nation of textiles,

(b) for inspection and exam nation of textile nachinery.

(c) for any other services which the Committee may
render to the manufacturers of textile and textile
nmachi nery:

Provi ded that the Central Government nmay by notification
in the Oficial Gazette, exenmpt fromthe paynent of fees,
generally or in any particul ar case.

(2). Any sum payable to the Conmi ttee under sub-s. (1)
may be recovered as an arrear of |and revenue.”

(The section quoted hereis as it stood before its
amendnment by Act 51 of 1973).

S. 22(1) confers on the Central Governnent power to make
rules for carrying out the purposes of the Act. In
particular, s. 22(2)(e) enpower he Central Governnent to
make rules providing "the scale of fees that may be |evied
for inspection and exam nation under s. 12".
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In exercise of the powers conferred ~by s. 22, the
Central Governnent nade the Textiles Conmittee Rules, 1965.
A levy of fee was introduced for the first tine we.f. Mrch
1, 1965 by virtue of r. 21 of the Rules. The Table form ng
part of r. 21 under which the fee was levied was in - these
terms:

"21. Fee for inspection, exam nation and ot her “services
rendered by the Conmittee--

(1) The Committee may with effect from 1st March, . 1965
| evy and collect for inspection and exam nation of textiles
and textile machinery specifiedincol. 2 of the Table
bel ow, the fee specified in the corresponding entry in col
3 of that Table:

TABLE:
Sl . Description of textiles Fee
No. and textile machinery

1. Cotton cloth where the average 6 paise for every 100
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count of yarn used in the cloth squar e netres nmanuf act u-
is less than 355 red.

2. Cotton cloth where the average 10 paise for every 100
count of yarn used in the cloth square netres manufa-

is less than 355. or finer ctured.
3. Wool len yarn 2 pai se per kg. manufa-
ctured.
4. Man-nmade Cel lul osic or 2 pai se per kg. manuf-
non-cel lulosic filament yarn act ur ed.
5. Man-nade cellulosic fibre cut 2 pai se per kg. manuf-
to staple length act ur ed.
6. Textile machinery 8 pai se per Rs. 100ad

val orem on the ex-
factory price of the
machi nery nmanuf act -
ur ed.
"(2) The Conmittee may | evy and collect, for any other
service rendered by it to the nanufacturers of textiles and
PG NO 895
textile nmachinery such fee as it may fix with the approva
of the Central Government."
Wth effect fromthe 11th June, 1966, the Table of Fee
was revised to reads as under
TABLE
Sl . Description of textiles Fee
No. and textile machinery

1. Cotton cloth where
the average count of
yarn used in the cloth
is less than 35 s.

2. Cotton cloth where
the average count of
yarn used in the cloth
is 35 or finer.

3. (a) Wollen yarn
(excl udi ng shoddy

and carpet yarn)

(b) Shoody and car pet
yarn

4. (a) Man-nade

cellul osic or non-
cellulosic fil anent
yarn (ot her than

nylon filanment yarn)
(b) Nyl on filament yarn

5. (a) Man-rmade
cellulosic fibre cut
to staple length

(b) Man-nmde non-
Cellulosic fibre

cut to staple |ength.
6. Textile nmachinery

(assenbl ed)

7. Cotton yarn for
export

6 paise for every
net res manuf act ur ed.

10 paise for every
square metres manu-
factured.

2 pai se per kg. manu-
factured

1 pai se per kg. manu-
factured
2 paise per kg. manu-
factured

6 pai se per kg. manu-
factured
1 pai se per kg. nanu-
factured

2 pai se per kg. manu-
factured

8 pai se per Rs. 100
ad val oremon the
ex-factory price of
the machi nery manu-
factured
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2 pai se per kg. inspected.
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8. Natural silk yarn 50 paise per Rs.100 f.o.h.
for fabric for export price of the goods instec-
t ed.

It nust be stated here that Act No. 51/73 introduced a
new provision S. 5A as a result of which a cess has been
i mposed in place of a fee. Sub-s. (1) provides that there
shall be levied and collected as a cess for the purposes of
this Act a duty of excise on all textiles and on all textile
machi nery manufactured in India at such rate, not exceeding
1% ad val orem as the Central Government may, by notification
in the Oficial Gazette, fix. Proviso thereto interdicts
that no such cess shall be levied on textiles manufactured
fromout of handl oomor power- |oomindustry. Sub-s. (2) of
s. b5A directs that the duty of excise levied under sub-s.
(1) shall be in addition to any cess or duty leviable on
textiles or textile nmachinery under any other law for the
time being in force. Another change brought about was to

delete ~cl. (b) of s. 12, and cl. (c) relettered as cl. (b)
and a proviso were inserted, wth the word special
inserted " in place of the word 'other’. The newcl. (b) so

inserted is inthese terns:

(b) for any special service which the Conmittee may
render to the manufacturers or exporters of textiles and
textile machinery;

Provided that no fees shall be levied in respect of
i nspection and examination of textiles on which a duty of
excise is leviable under this Act:’

Al  these cases pertain to the period prior to January
1, 1975 i.e. prior to the enactnent of Act 51/73. W are
here concerned with the validity of the fee as |evied under
r. 21 of the Rules and the question is whether the
i mposition can be justified as a fee.

We have had the benefit of hearing Shri- V. M Tarkunde,
| ear ned counsel appearing for the appellant J.K Cotton Spg.
& Wg. MIls Co. Ltd., Shri G L. Sanghi, |earned counse
appeari ng for the appellant Baroda Rayon Cor poriati on
Limted, Shri Vinod Bobde, |earned counsel appearing, on
behal f of Century Spg. & Mg. Co. Ltd. and Century Enka
Limted, Shri N K Khaitan, |earned counsel appearing for
Sirsilk Linmted, Dr. Dhananjaya Chandrachud, learned counse
appearing for Nirlon Synthetics Fibres and Chenmcals Ltd.
and Garware Nylons Ltd. and Shri Krishna Kunar, |earned
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counsel for Modipon Limted. The | earned counsel _presented
their respective points of viewwth nuch resource and
| ear ni ng.

On behalf of the appellants and the petitioners, the
| ear ned counsel put forth in substance two mai n contentions,
nanely: (1) That rayon yarn and nylon yarn nmanufactured by
the wit petitioners before the High Court i.e. appellants
and the petitioners before us, are nade wholly of “filanents
and not at all of fibres and therefore are not textiles
within the neaning of the definition of ‘textiles’ as
contained in s. 2(g) of the Act accordingly are outside the
purview of the Act and not liable to paynent of any fee in
accordance with r. 21 of the Rules as originally framed or
as it existed after its amendnent w.e.f. June 11, 1966. And
(2) That the Textiles Committee rendered no service to the
wit petitioners in respect of their production of rayon
yarn and nylon yarn and hence it was not wthin its
conpetence to levy any fee on themunder r. 21 of the Rules.
According to the wit petitioners, in fact they do not need
the services of the Committee and the Conmittee is also not
in a position to render any service to them not having even
laid down standard specifications for the manufacture of
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rayon yarn or nylon yarn. It was submtted that there was no
correlation between the fee charged and the service
rendered by the Conmmittee and there is conplete absence of
the element of quid pro quo, legally essential for levying a
f ee.

Shri G Ramaswany, |earned Additional Solicitor Ceneral
on the other hand, during his lucid and forceful subm ssions
repel l ed the argunments. He submitted that the | evy under r.
21 of the Rules was not correlated to the power of
i nspection which the Textiles Committee had under s. 11 of
the Act, but was relatable to its power to |levy fees under
s. 12 for the performance of its functions, powers and
duties wunder s. 4. He contended that the avowed object and
purpose of the Act as is clear from s. 3 was ‘quality
control’ of all textiles, and it would be idle to contend
that rayon yarn and nyl on yarn which are but species of what
is known as man-nade fibres, otherwise called artificia
silk and has a worl d narket, should be outside the purview
of the Act. He cautioned that we have to bear in mind that
the Act "is not” a scientific treatise on organic and
i norgani ¢ chemstry but is an Act by Parlianent for the
benefit of the indigenous textile industry so that it nmay be
able to hold its own in a fiercely conpetitive internationa
market. He therefore contends that the Act and the words
used therein have/'to be interpreted not on a technol ogica
or specialised scientific plane, but in a popular sense as
under st ood by experts in the sphere of the textile industry
the conmercial world dealing with it. The | earned Additiona
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Solicitor General questioned the correctness of the decision
rendered by the Madhya Pradesh Hi gh Court in The Gwalior
Rayon Sil k Manufacturing (Wg.) Co. Ltd., Birlagram  Ujjain
v. The Textiles Conmittee, Bonbay & Anr., AIR (1980) MP 69
as also its interpretation of the definition of ‘textiles’
in s. 2(g) of the Act prior toits amendment by Act No.
51/73 as not including viscose staple fibre. According to
him the whol e approach of the H gh Court in Gnalior Rayon's
case in adopting a literal construction of the definition of

textiles’ in s. 2(g) of the Act prior to its amendment was
totally unsupportable. A literal construction of the
definition of ‘textiles’ in s. 2(g) of the Act prior to its
amendment, it is said, would |lead to a manifest absurdity.
If that view of the Madhya Pradesh H gh Court were to
prevail, it is urged that the whol e purpose and object ~ of

the Act would be frustrated. The definition of textiles in
s. 2(g) prior to its amendnent nust be given a broad and
liberal construction in furtherance of the object and
purpose of the Act. The | earned Additional Solicitor Genera
al so placed before us a wealth of material showing that a
huge infra-structure has been built by t he Centra
Covernment over the years and it has invested crores of
rupees to make the establishment of the Textiles Committee
under s. 3 of the Act meaningful with a view to naintain
quality control on all textiles including man-nade fibres or
artificial silk which have a world market. Finally, the
| earned Additional Solicitor General strongly relied upon
the decision of this Court in Sreeniwasa General Traders &
Os. v. State of Andhra Pradesh & Ors., [1983] 3 SCR 843 for
the submssion that the validity of the levy has to be
sustained as there is broad co-relationship between the
inmposition of the fee and the nature of the services
rendered to the entire textile industry. W shall deal wth
t he contentions advanced by |earned counsel for t he
appel l ants and the petitioners in seriatim

As to the first contention that the rayon yarn and nyl on
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yarn manufactured by the appellants and the petitioners were
filaments and not fibres and therefore did not fall wthin
the ambit of the definition of textiles in s. 2(g) of the
Act prior to its amendnment, Shri khaitan who,first argued
the case of Sirsilk Limted and nore particularly Shri
Tarkunde appearing on behalf of J.K Cotton Spg. & Wag.
MIlls Co. Ltd., followed by Shri Krishna Kumar appearing for
Modi pon Limted placed strong reliance on scientific and
technol ogi cal material explaining the manufacturing process
of rayon yarn and nylon yarn to contradi stinguish the sane
from fibres. The Ilearned Additional Solicitor CGener a
rightly drew our attention to the avernents nmade in
paragraph 1 of the wit petitions before the H gh Court in
which each of the appellants and the petitioners has
specifically averred that they are manufacturers of rayon,
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and submitted that they cannot be heard to say that the
pr oduct manuf actured by them was not rayon nmade of
artificial silk or fibre. The contention of the |earned
Addi tional Solicitor General nust prevail. The avernments in
paragraph-1 of ‘the wit petitions are nore or |ess the sane.
W need only reproduce paragraph 1 of the wit petition
filed by Messrs Sirsilk -Limted, and it reads:

"The petitioners are a Limted Conpany incorporated

under the Indian/ Companies Act and 'are having their
Regi st ered office +at Hi mayatnagar, Hyder abad- 29. The
Petitioners, i nter alia, carry on - the busi ness of
manuf acture of rayon yarn and staple fibre both of which
form speci es of what is popularly known as "man nmade yarn".
For the purpose of manufacturing the aforesaid yarns, the
petitioners have established their factory at Sirpur
Kagaznagar."
To the same effect are the avernents nade in the wit
petitions filed by the appellants Ms. J:K Cotton Spinning
& Weaving Co. Ltd., Ms. Baroda Rayon Corporation Ltd. and
M's. Mdipon Ltd. as well as by the petitioners Ms. Century
Spi nning & Manufacturing Co. Ltd.. Century Enka Ltd., Ms.
Nirlon Synthetic Fibres & Chemicals Ltd. and Ms. Grware
Nyl ons Ltd. On their own showi ng, the appellants as well as
the petitioners are actually engaged in the nanufacture of
rayon yarn and nylon yarn both of which they aver are
species of what is known as nan-nade fibres . In view of
this undisputed factual position, the contention that  rayon
yarn and nylon yarn manufactured by themare ‘filanents’ and
not fibre or that they are not yarn’ and therefore do not
fall within the definition of textiles under s. 2(g) of the
Act prior to its anmendment, cannot be countenanced.

The main thrust of the argument of |earned counsel for
the appellants and the petitioners that rayon yarn and nyl on
yarn manufactured by the appellants and the petitioners are
not fibres but filaments, stens fromthe decision- of the
Madhya Pradesh High GCourt in The OGnalior Rayon Silk
Manuf acturing (Wg.) Co. Ltd., Birlagram Ujain v. The
Textile Commttee, Bombay (supra). In the decision, -the
Madhya Pradesh H gh Court assunes that a fibre in order to
answer the description of yarn, in the ordinary commercia
sense must be a spun strand nmeant for use in weaving,
knitting or rope-making. It proceeds upon the basis that
al t hough vi scose staple fibre was manufactured out of fibre
but it had to be subjected to various other operations such
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as blending, carding, conbing or hackling and spinning
before fibre could be converted into yarn. Upon that basis,
the Madhya Pradesh High Court held that viscose staple fibre
manuf actured by the Gnalior Rayon Silk Manufacturing (Wg.)
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Co. Ltd. was nmamde wholly of filaments and therefore was not
fibre and hence was not yarn and accordingly did not fal
within the neaning of the expression textiles as defined in
s. 2(g) of the Act. W are afraid, we cannot accept this
i ne of reasoning.

The Madhya Pradesh High Court was clearly wong in
giving to the expression "textiles” ins. 2(g) of the Act a
narrow and restricted neani ng. The reasoning of the WMdhya
Pradesh High Court is best stated in the words of GP.
Si ngh, CJ. speaking for hinself and C. P. Sen, J:

"According to this definition, textiles meant "any
fabric or cloth or yarn nade wholly or in part of cotton, or
wool or silk, or artificial silk or other fibre". The use of
the word ‘neans’ in the definition gives rise to the
inference of its being restrictive and exhaustive. Further
it is clear that what was enbraced by the definition before
1st January 1975 was any fabric or cloth or yarn and not any
fibre. ~The definition nmade a distinction between yarn and
fibre. The same distinction appears in Section 2(f) in the

definition of ‘textile machinery which expression is
defined to nean the equi pment enployed "for the processing
of textile fibre into yarn .. ". The Act does not contain
any definition of 'yarn' and hence it has to be understood
in its ordinary sense to nmean 'any fibre, or wool, silk
flax, <cotton, nylon etc. spun into strands for weaving,
knitting or nmaki ng t hread". [ Webster’s New World
Di ctionary]."

The | earned Chief Justice then added:

"Afibre in order to answer the description of ‘yarn’ in the
ordinary conmercial sense nmust be a spun strand meant for
use in weaving, knitting or rope-making Commr. of Sales Tax
UP. v. Sarin Textile MIls, AIR 1975 SC 1262 at p. 1263. It
is true that yarn is manufactured out of fibre but  various
operations such as bl ending, carding, conbing or hackling
and spi nning have to be perforned for converting fibre into’
yarn (See the New Encycl opaedi a Britannica, 15th Edition
Vol . 18, p. 173.)"
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There was no explicable reason for the legislature to
have excluded rayon yarn and nylon yarn fromthe purvi ew of
the definition of textiles ins. 2(g) of the Act prior to
its amendment. The expression ‘textiles’ has been defined in
s. 2(g) of the Act in a way as to include not only yarn but
also man-made fibres or artificial silk. In the prem ses,
the expression ‘textiles’ as defined in s.-2(g) of the Act
has to be given a broad and Iliberal construction, in
furtherance of the purpose and object of the Act.

The Madhya Pradesh Hi gh Court was clearlyin error in
construing the expression ‘textiles’ as definedin s.” 2(g)
of the Act, prior to its anmendnment in a narrow and
restricted sense. The particular words used by t he
| egislature i.e. the terns ‘yarn, man-nade fibres, otherw se
known as artificial silk’ had to be understood according to
the comon commercial understanding of the terns used, —and
not in their scientific or technical sense. The H gh Court
failed to bear in mnd that the Act is not a scientific
treatise on organic or inorganic chemstry but is an
enact nent by the Parlianent for the benefit of the
i ndi genous textile industry, so that it may be able to hold
its own in a fiercely conpetitive international market. 1In
these circunstances, the Act and the words used therein have
to be interpreted not on a technological or specialised
scientific plane but in the popular sense as understood by
experts in the sphere of the textile industry and the
commercial world dealing with it. W find no discernible
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reason for Parliament to have left out nman-nade fibres |Iike
viscose staple fit re. rayon yarn and nylon yarn from the
purview of the definition of textiles in s. 2(g) of the Act
prior to its anendment particularly when synthetic fibres
have a world market and India has entered into conpetitive
international trade in all textiles in a |arge way.

e wer e referred to sever al Encycl opaedi as,
authoritative treatises, text-books and hand books viz.,
Encycl opaedia Britannica, both Mcropaedia and the 15th
Edn., ‘Textile Terns and Definitions’, 5th Edn. published by
the Textile Institute, Manchester in 1963, 1968 Book of
American Society for Testing and Materials, Part 24, Mercury
Dictionary of Textile Terns, Standard Handbook of Textiles
by A J. Hall, Handbook of Textile Fibres, 4th Edn. by J.
CGordon Cook, Mannade Fibres by Mark-Atlas and Cernia, Vol.
2, Textile Fibres by Mthews, 6th Edn. and Survey of Man-
made Fibre Industry by Dr. A S.- Kapur. These Encycl opaedi as
and technol ogical books contain a wealth of information
col l ected by know edgeabl e, and di sti ngui shed men who have
acquired " distinction in their own spheres of acadenmc and
are nmade use of not only by our own Courts but by Courts of
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ot her countries where English | anguage is in vogue.

The words ‘fibre’ and ‘filanent’ are not defined either
in the Act or the Rul es thereunder. The neaning assigned to
‘fibre’ in Wbster’'s New Twentieth Century Dictionary of

Engli sh Language, 2nd Edn. is a "filanment and thread |Iike
part of a substance as a fil ament of spun glass, wool, or
hor nbl ende". Even a ‘filament’ accordi ng to this
Dictionary, consequently constitutes ‘fibre’. *“Artificial

silk’, according to the Oxford Concise Dictionary, 6th Edn.
1976 neans rayon.

In Encyclopaedia Britannica 14th Edn.  Vol. 7, p. 257
under the heading ‘Fibres, Man-nade’, the foll owi ng | passage
occurs:

"Man-made fibre consists of two broad grounds, based
upon the origin of the fibre-form ng substance. The first
group, of which rayon and acedate are exanpl es, are produced
by nodi fying natural fibre-forming materials such as
cellul ose. The second group, frequently called synthetics
and including such fibres as nylon and polyester, are
produced fromsynthetic chemcals ....... "

Again there occurs a passage at p. 260 of the sane
volunme in the follow ng terns:

“I'n man-nmade fibres, the inportance of rayonis simlar
to that of cotton anpbng the natural fibres."

Under t he headi ng Synthetic fibres" sub- headi ng
"Polyami de fibres’’ at p. 263 it is stated:

"Pol yami des are polyners, or chain-like structure of
i nked nol ecular units, containing recurring am de groups as
integral parts of the nain polyner chains. Synt heti c
pol yam de fibres formnylon, a najor textile fibre."

In Encycl opaedia Britannica, Vol. 18 under the heading
"Devel opment of the textile industry" sub-heading production
of yarn’, at p. 172, we notice the foll ow ng passage:

"Yarn is a strand conmposed of fibres, filaments
(individual fibres of extrene length), or other materials,
either natural or man-nmade, suitable for wuse in t he
construction of interlaced fabrics. such as woven or knitted
types."
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This passage again indicates that in the textile
industry ‘filaments’ are treated as individual fibres of
extreme | ength.

Simlarly, in Chanber’s Encycl opaedia, Vol. 5 at p. 613,
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the term‘fibre’ is explained thus:

"Fibre, a termused for a thread-1ike elenment of aninmal
or vegetable tissue ....... and any thread or filanent wused
in the manufacture of textile materials. The range of fibres
used for making fabrics was restricted to natural ly
occurring substances wuntil the introduction of man-made
fibres. These include regenerated fibres, such as those nmde
from cellulose, and truly synthetic fibres, such as nylon
Teryl ene, and Courtelle."

At p. 616 of the sane volune under the headi ng
"Artificial Fibres", it is stated:

"Artificial fibres can be divided into two nmain groups;
regenerated and synthetic. In the first class a further sub-
di vision can be nade between fibres made from regenerated
cellulose, i.e. viscose, acetate and cupramonium protein
such as Fibrolane. Fibres-in the second class are strictly
synthetic in the sense that they are built up from sinple
chem cal conpounds into the conplex nolecular structure
required. = They are classified according to their chenica
conposi ti‘on: pol yam des (nylon and perlorn) ..........

In Encyclopaedia Britannica, Mcropaedia, Vol. VIII at
P. 442 under the heading ‘rayon’ the followi ng passage
occurs:

"Rayon, generic termfor nman-made textile fibre produced
fromthe plant substance cellul ose. Developed in an attenpt
to produce silk chemically, the fibre was originally known
by such terms as artificial silk and wood silk, but in 1924
it was given the coined nanme rayon. ~Anitrocellul ose type,
first produced comrercially in France in 1891 in the form of
a nitrocellulose fibre, it was | ater discontinued because of
its high flamability. Rayon is described as a re-generated
fibre because the cellulose is converted to a |liquid
conpound and then back to cellulose in the form of fibre.
The cellul ose, obtained fromsoft woodsor from the ' short
fibres adhering to cotton seeds (linters), is chemcally
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treated to forma solutionthat is forced through tiny
holes in a nozzle (spinnerets). This process of forcing a
solution through spinneret holes is called spinning; the
sane termis applied to the production of yarn by tw sting
together fibres that may be of natural man-nmade origin
Emerging in the formof filament, a fibre of great |ength,
the rayon is hardened by drying in air or by chem cal neans:
The filanent is sonmetines out into shorter pieces having
uniformlength, called staple, and tw sted together to make
yarn.
(Enphasi s suppl i ed)

The passages quoted above clearly show that even in_ the
sphere of textile technol ogy distinction between ‘fibre and
‘filament’ has reached a vani shing point. They further / show
that both nylon and rayon are ‘artificial silk’ “-yarn in
contra-distinction to genuine silk. W accordingly  uphold
the view expressed by the Hi gh Courts of All ahabad, ' Andhra
Pradesh, Cujarat and Madras and hold that rayon and nylon
yarn are not only made of 'other fibre but are also yarn of
‘artificial silk’ within the nmeaning of s. 2(g) of the Act.
The viewto the contrary by the Madhya Pradesh Hi gh Court
does not |ay down correct |aw

O her considerations |ead us to the sane concl usi on. The
I ndustries (Devel opnent and Regul ati on) Act, 1951 enacted by
Parliament received the assent of the President on October
31, 1951. In the Statenment of (bjects and Reasons appended
to the Bill which became the Act. it is stated:

"The Bill brings under Central control the devel opment
and regulation of a nunber of inportant industries, the
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activities of which affect the country as a whole and the
devel opnent of which nust be governed by econonic factors of
all India inport .. The Bill confers on Governnent power
to nmake rules for the registration of existing undertakings,
for regulating the production and devel opment of t he
industries in the Schedule and for consultation with
Provi nci al Governments on these matters."

The First Schedule of this Act sets out the various
industries which it declared that it was expedient in the
public interest that the Union should take wunder its
control. d. (7) of ItemNo. 19 which bears the heading
"Chem cals (other than Fertilisers)" is "man-made fibres
i ncludi ng regenerated cellul ose-rayon, nylon and the |ike."
a. (5 of ItemNo. 23 which bears the heading "Textiles
(including those dyed, printed or otherw se processed)" is
"made wholly or in part of synthetic, artificial (nman-nmade)
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fibres,  including yarn and hosiery of such fibres." This
Parlianmentary ~ Act ~thus treats rayon as well as nylon as
textiles nmade of artificial (nman-nade) fibres.

The Industries (Developnent and Regul ation) Act, 1951
and the Textiles Conmittee Act, with which we are concerned,
may properly be considered to be statutes in pari nateria.
Accordi ng to Sutherland:

"Statutes are/ considered to be in pari materia to
pertain to the sane subject-matter when they relate to the
same person or things, or to the sane class of persons or
thing, or have the same purpose or ~object (Statutes and
Statutory Construction, Vol. 2, p. 535, 3rd Edn. )"

The obj ect of either of these two Acts is to protect and
to assist in the devel opnent of Textile Industry inter alia.
"Assi stance in ascertaining the nmeani ng of an enactnent may
be obtained by conparing is |anguage with that ‘used in
earlier statutes relating to the sanme subject"” (Craies on
Statute Law, P. 140, 1971 Edn.) Maxwell-also in "The
Interpretation of Statutes"” ( 1976 Edn. p. 66) states that:

“"l'ight may be thrown on the neaning of a phrase in a
statute by reference to a specific phrase in an earlier
statute dealing with the sane subject-matter."

The I ndustries (Devel opment and Regul ation) Act, 1951 is
an Act earlier in point of time and we see no reason why if
a subsequent statute by the sane Legislature can be pressed
in aid for the purpose of interpretating in the event of any
doubt, the provisions of an earlier statute, the earlier
statute cannot be nade use of for the purpose of construing,
in the event of anbiguity, the provisions of ~a later
stat ute.

For all these reasons the contention that rayon yarn and
nyl on yarn manufactured by the appellants and the
petitioners are made wholly of filanents and not of  fibres
and therefore did not come within the purview of ~-textiles
as defined ins. 2(g) of the Act prior to its amendnent and
therefore they were not |liable for payment of the fee levied
under r. 21 of the Rules, cannot prevail

The various activities undertaken by the Textiles
Conmittee for the devel opnment of the textile industry and
the pronotion of textile exports which have expanded
considerably, and the duties entrusted to the Conmittee to
ensure the quality of all textiles whether nmade wholly or
partly of <cotton wool, silk, artificial fibre or silk
particularly when Indian Textiles by and | ar ge and
artificial silk or man-nade fibres like rayon yarn, viscose
staple fibres and nylon yarn as well as fabrics nade of
artificial silk, are facing ever increasing conpetition in
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the international market from other exporting countries |ike
Japan, China etc. and the production and export of textiles
having substantially increased, the |egislature thought it
necessary to nake adequate provision and accordingly created
a Textiles Fund wunder s. 7 of the Act to neet the
expenditure of the Textiles Conmttee which necessarily has
to be on a larger scale. At the tine when the Textiles
Conmittee was established under s. 3, the Ilegislature
accordingly provided for the establishment of a Textiles
Fund constituted under s. 7 of the Act fromout of which the
expenditure of the Commttee has to be defrayed. Sub-s. ( 1)
of s. 7 provides that the Conmttee shall have a Fund to be
called the Textiles Fund and there shall be credited thereto
various itens specified incls. (a) to (d), apart from al
the noneys standing to the credit of the Cotton Textiles
Fund established under the repeal ed O dinance, inmmediately
before the date on which the Textiles Conmittee came to be
est abl i shed, whi ch by wvirtue of s. 24(2) (a) st ood
transferred to and forned part of the Textiles Fund, and
such sums ~of noney as the Central Governnent after due
appropriation made by Parlianent in that behalf, pays to the
Conmittee in each financial year by way of grant, Iloan or
ot herw se for purposes of enabling the Committee to
di scharge its functions under the Act. There are only two
ot her sources of inconme. One of the main sources of revenue,
as indicated in cl. (c), is the income derived fromthe | evy
of the fee under r. 21 of the Rules, and the other that
indicated in «cl. (d) viz. all ~noneys received by the
Committee by way of grant, gift, ~donation, ' contribution,
transfer or otherw se. After the inposition of the duty of
excise as a cess by s. 5A of the Act introduced by Act No.
51/73, the inconme derived fromsuch cess beconmes ' another
source. Sub-s. (2) of s. 7 provides that the nobneys in the
Fund shall be applied for (a) neeting the pay and al | owances
of the officers and other enployees of the Committee and
adm nistrative expenses of the Commttee, and (b)
carrying out the purposes of the Act. Sub-s. (3) of s. 7
provides that all noneys in the Fund shall be deposited in
the State Bank of India or be invested in such securities,
as may be approved by the Central Government.

From these provisions, it is anply clear that  all the
income derived fromthe levy of the fee under r. 21 of ~the
Rules has to be credited to the Textiles Fund and the said
income is wutilised in defraying the expenditure of the
Textiles Committee in carrying on its manifold duties. No
part of the fee levied under r. 21 goes into the
Consolidated Fund of India. It is only by s. 5F “introduced
by Act No. 51/73 which provides that proceeds of the duty of
excise collected under s. 5A reduced by the cost of
collection as determined by the Central Governnent,  shal
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first be credited to the Consolidated Fund of India and the
Central Governnent may, after due appropriation made by
Parliament by law, pay to the Conmittee fromout of  such
proceeds, such suns of noney as it thinks fit for being
utilised for the purposes of the Act. W are not here
concerned with the duty of excise recovered as a cess under
s. 5A but only with the question whether levy of the fee
under r. 21 is sustainable as a fee. That is to say,
whet her- there is sufficient quid pro quo between the |evy
of the fee and the services rendered. It has not been
suggested that any part of the fees levied under r. 21 can
be diverted to any other purpose. Wen the entire proceeds
of the fee are utilised in financing the various projects
undertaken by the Textiles Comrmittee, as also the inspection
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of all textiles including man-nmade fibres and textile
machi nery, the appellants cannot be heard to say that there
is no reasonabl e and sufficient correlation between the |evy
of the fee and the services rendered. The | earned Additiona
Solicitor CGeneral drew our attention to the vari ous
avernents nmade in the counter-affidavit filed on behalf of
the Textiles Commttee as well as the Governnent of India
showi ng the extent of income fromthe fee |levied under r. 21
and the expenditure of Textiles Committee in each financia
year. Fromthe material on record it is anply clear that the
levy of the fee under r. 21 is not conmmensurate with the
expenditure incurred by the Textile Conmittee. It is not in
di spute that the Textiles Conmttee has over the years built
up a huge infrastructure and the Central Government has
spent crores of rupees to nmake the |egislation effective and
meani ngful and to bring about an overall inprovenent in the
quality and standard of the textiles including man-made
fibres ~or artificial silk so that our country may continue
to retain its rightful place'inthe world narket in a
fiercely conpetitive international trade

For a proper appreciation of the point involved, it is
necessary to set down the activities of the Conmittee in
di scharge of its functions conferred upon it by s. 4 of the
Act. The Committee with-a viewto maintaining and stepping
up the export of Indian Textiles, has introduced a nunber of
pre-shi pment inspection schenmes covering a wide range of
textiles to ensure that only quality textiles and yarns are
exported from India. Inspection and certification of Art
Silk and Wllen Textiles have al'so been undertaken by the
Conmittee in pursuance of various Export Incentive Schenes
introduced by the Governnent from tine to tine. The
Conmittee has set up an Inspectorate with a large technica
staff qualified in the various disciplines of  textile
technol ogy. The Inspectorate has carried out inspection of

various types of textiles large quantities. Inspection of
mll-nmade cotton cloth and mll-made cloth yarn has been
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nmade conpul sory and export thereof without a certificate
issued by the Committee has been banned. In order to  carry
out the inspection as expeditiously and  snoothly as
possible, the Comrittee besides its head office -at Bonbay
has established its regional offices at fourteen different
textile centres, nanely, at Ahnedabad, Anritsar, Bangal ore,
Cal cutta, Coinbatore, |Indore, Kanpur, Ludhiana,~ Mdras,
Madurai, Nagpur, New Del hi, Sholapur and  Surat. Besides
these, wherever necessary, the Comrmittee staff are also
attached to the textile mlls at other places to render
i mediate service to the mlls and exporters on the spot.
The learned Additional Solicitor General placed  before us
the counter-affidavit of Shri C G  Shivdasani, Acti ng
Secretary of the Textiles Conmittee. It is averred-under the
headi ng ' I nspection’ that for ensuring standard qualities of
textiles and to satisfy that they have the characteristics
necessary for satisfactory performance, necessary tests such
as identification of fibres, fibre conposition, fibre
finances, shrinkage, chem cal degradation, resistance to
mlldew and fungus etc. are carried out quite often by the
Conmittee. A statement showi ng the income and expenditure of
the Textiles Commttee for the period conmencing from March
[, 1965 and ending with March 31, 1971 as well as the
estimated budget for the years 1971-72 to 1973-74 are set
out to verify the ratio between the fee collected and the
expenditure incurred for achieving the object and purpose of
the Act. The statements are as detail ed bel ow

EXPENDI TURE AND FEES REALI SED DURING THE PERI OD FROM
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1.3.1965 T 031.3.71

Accounti ng Revenue Capi t al Mar ket Fees

Year Expendi ture Expenditure Research Realised
on Inspectorate. on Inspectorate.

March 1965 00.89 | akhs -l akhs 0.08 | akhs-1akhs

1965- 66 17. 71" 0.64 " 2. 00" 21. 90"
1966- 67 23. 05" 1.28" 2.32" 44. 00"
1967-68 24. 29" 0.91" 2. 05" 30. 38"
1968-69 24.73" 0. 60" 2. 66" 34.79"
1969-70 28. 95" 1.87" 3. 82" 32. 39"
1970-71 34. 62" 3. 14" 4. 55" 29. 79"
Total : - - 154. 24" 8. 44" 17. 48" 193. 25"
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STATEMENT SHOW NG THE ESTI MATED REVENUE AND
CAPI TAL EXPENDI TURE AND REVENUE FOR THE YEARS
1971 72 ' TO 1973-74
Year Esti mat ed Revenue Capital Expenditure Estinmated
Expendi ture on on | nspectorate Fees
Inspectorate.
Real i sabl e

1971-72(RE) 37.35 | akhs 22. 66 | akhs 53. 35 | akhs
1972-73(BE) 43.78" 19. 93" 53. 76"
1973-74 52. 00" 30. 00" 55. 00"
Tot al 133.13 " 72.59" 162. 11"

Under the heading ' Collection of Fees’ , the necessary
avernents are there showi ng that the entire ampbunt of fees
l evied and col l ected under r. 21 of the Rulesis utilised in
nmeeting the expenses of the Conmittee on account of pay and
all owances of the officers and -other enployees of the
Conmittee and for carrying out the purposes of the Act. The
following is the table showing the fees realisable, fees
actual ly realised and the total expenditure of the
I nspectorate during the period fromApril 1, 1965'to /March

31, 1971:
Period Fees Fees Tot al Expenditure on the
Real i sabl e Reali sed | nspectorate, (in |akhs)
1.3.65 to
31.3.71 Rs.290.51 Rs. 193. 25 Revenue Rs. 154. 24
Capi t al Rs. 8. 44
Tot al Rs. 162.68
(Actual s)
1.4.71 to
31.3.72 Rs.53.35 Rs. 31. 03 Revenue Rs. 37. 35
Capi t al Rs. 22. 66
Tot al Rs. 60. 61
(Revi sed Esti mate)
1.4.72 to
31.3.72 Rs. 53.76 Rs. 31. 00 Revenue Rs. 43.73
(Estimat ed) Capital Rs. 19. 93
Tot al Rs. 63. 71

(Budget Esti nates)
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On these facts, there is no doubt whatever that the
entire proceeds of the anmount collected by way of fee wunder
r. 21 of the Rules are spent in carrying on the functions of
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the Textiles Conmttee. |t cannot be doubted that the
activities of the Conmttee in furtherance of the object and
purpose of the Act are to ensure the quality of all textiles
whet her made wholly or partly of <cotton, wool, silk
artificial fibre or silk. The functions of the Committee
shoul d generally be to ensure standard qualities of textiles
for internal as well as external marketing and manufacture
and use of standard type of textile nachinery. The grievance
of the appellants and the petitioners that there is no
i nspection of the rayon yarn and nylon yarn nanufactured by
them at the stage of production is belied by the fact that
there is pre-shipment inspection of the fabrics manufactured
from such fibres for export. The provision for the levy of
fees for inspection and exam nation of textiles wunder s.
12(1)(a) of the Act or-the levy of the fee under r. 21 of
the Rules cannot be challenged on the ground that there is
no reasonable relationship between the levy of the fee and
the services rendered by the Conmittee to the entire textile
i ndustry to which the appellants and the petitioners before
us owning large textile mlls belong. Wen the levy of the
fee is for the benefit of the entire textile industry, there
is sufficient quid pro quo between the |levy recovered from
the appellants and the petitioners and the services rendered
to the industry as a whole. In the prem ses, the principles
laid down by this /Court in Sreeniwasa General Traders are
clearly attracted. One of us (Sen, J.) speaking for the
Court had observed

"The traditional view that there nust be actual quid pro
guo for a fee has undergone a sea change in the subsequent
decisions. The distinction between a tax and a fee lies
primarily in the fact that atax is levied as part of a
conmon burden, while a fee is for paynment of a specific
benefit or privilege although the special advantage is
secondary to the primary notive of regulation in ‘public
interest. |If the element of revenue for general purpose of
the State predom nates, the |l evy becones a tax. In regard to
fees there is, and nust al ways be, correlation between the
fee collected and the service intended to be rendered. In
determining whether a livy is a fee, the true test nust be
whether its primary and essential purpose is to render
specific services to a specified area or class; it may be of
no consequence that the State may ultimately and indirectly
be benefitted by it. The power of any legislature to levy a
fee is conditioned by the fact that it nust be by and | arge
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a quid pro quo for the services rendered. However ,
correlationship between the levy and the services rendered
or expected is one of general character ‘and not of
mat henmati cal exactitude. Al that is necessary is that there
should be a "reasonabl e rel ationship" between the 1evy of
the fee and the services rendered. |If authority is needed
for this proposition, it is to be found in the 'severa
decisions of this Court drawing a distinction between a
‘tax’ and a ‘fee’. See The Comm ssioner, H ndu Religious
Edownents, Madras v. Sri Lakshmindra Thirtha Swam ar of Sri
Shirur Miutt [1954] SCR 1005; H H Sudhundra Thirtha Swam ar
V. Conmi ssi oner for H ndu Religious and Charitable
Endownents, Msore, [1963] Suppl. 2 SCR 302; The Hingir-
Ranpur Coal Co. Ltd. v. State of Orissa, [1961] 2 SCR 537;
HH Shri Swamji of Shri Admar Miutt v. Conm ssioner Hindu
Rel i gi ous and Charitabl e Endowrents Departnent, [1980] 1 SCR
368; South Pharmaceuticals and Chenicals, Trichur v. State
of Kerala, [1982] 1 SCR 519 and Municipal Corporation of
Del hi v. Mhd. Yasin, [1963] 2 SCR 999.

There is no generic difference between a tax and a free.
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Bot h are conpul sory exactions of noney by public

authorities. Conpulsion lies in the fact that paynment is
enforceable by law against a person in spite of his
unwi | I i ngness or want of consent. Alevy in the nature of a

fee does not cease to he of that character merely because
there is an el ement of compul sion or coerciveness present in
it. nor is it a postulate of a fee that it nmust have direct
relation to the actual service rendered by the authority to
each individual who obtains the benefit of the service. It
is now increasingly realised that nerely because the
collections for the services rendered or grant of a
privilege or licence are taken to the consolidated fund of
the State and not separately appropriated towards the
expenditure for rendering the service is not by itself
decisive. Presumably, ~the attention of the Court in the
Shirur Miutt case was not drawn to Article 226 of the
Constitution. The Constitution nowhere contenplates it to
be an essential el enent of fee that it should be credited to
a separate fund and not to the consolidated fund. It is also
increasingly realised that the elenent of quid pro quo in
the strict sense is not always a sine qua non for a fee. It
is needless to stress that the element of quid pro quo is
not necessarily absent in every tax."
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See also Ms. Anar /Nath Om Prakash & Ors. v. State of Punjab
& Os., [1985] 2 SCR 72; City Corporation of Calicut wv.
Thachanbal ath Sadalinan & Ors., [1985] 2 SCR 1009; |I.T.C
Ltd. & Os. v. State of Karnataka & O's., (per Fazal Ai &
Mukharji, JJ) ( 1985) SUPP1. SCR 476 and Om Parkash Agarwa
& Os. v. Gri Raj Kishori & O's., [1986] 1 SCR 149.

Vi ewed from this perspective, the concl usi on is
inevitable that the |levy of the fee under r. 21 of the
Textiles Committee Rules, 1965 by the Textiles Commttee
under sub-s. (1) of s. 12 of the Textiles Commttee Act,
1963 is valid and constitutionally permssible.

Al  the appeals and connected wit petitions filed by
the textile mills in India nust fail and are dismissed wth
costs. Civil appeal No. 1281 of 1973 preferred by the
Textile Conmittee, Bonbay agai nst the judgrment and order of
the Kerala H gh Court dated March. 3, 1979, is  however
allowed and the wit petition filed by the respondent, Ms.
Travancore Rayons Limted is dismssed with costs.
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