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ACT:

Rice MIling Industry (Regul ation) Act, 1958 (21 of 1958)-
Shifting of existing rice mll to new site-Prior.  permssion

under s. 8 (3) (c) how far  necessary-Considerations in
giving such perm ssion-Another m |l situated near new site
objecting that its business would be -adversely affected-
Obj ection  whether sustainable under Art. 19(1)(9) of
Constitution--Locus standi of party making such objection.

HEADNOTE:
According to s. 8(3)(c) of the Rce MIlling Industry
(Regul ation) Act, 1958, no owner of a rice mll  "shal

wi thout the previous perm ssion of the Central Governnent,
change the |ocation of the whole or any part of that rice
mll in respect of which Iicence has been granted under s.
6". The lands and buildings of the appellants’ rice mll in
the State of Mysore were acquired under the Land Acquisition
Act 1894 and the award expressly recited that the appellants

were entitled to renove the machinery of the mll. The
appel lants were allotted a newsite by the Msore Gov-
ernment . After obtaining sanction fromthe Tehsildar’ the
appel | ant shifted their machinery to the new /site.
Thereafter the Director of Food and CGvil Supplies in

purported exercise, of the delegated powers of the Centra
CGovernment passed an order under s. 8(3)(c) sanctioning a
change in the location of the appellants’ rice mll. He
overruled the objection of the respondents whose rice mll
was situated near the new site. The, respondents chall enged
the order before the High Court in a wit petition. The
H gh Court having all owed the same the appellant obtained
special |eave and appealed to this Court. The questions
that fell for consideration were : (i) whether the shifting
of the appellants’ rice mll to the new site without prior
perm ssion of the Central Government as required by s. 8(3)
(c) of the Act,- was legal, and if not whether it affected
t he respondents’ right wunder Art. 19(1) (g) of t he
Constitution; (ii) whether the order under s. 8 (3) (c) was
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bad for the reason that it did not take into consideration
the relevant factors such as nentioned ins. 5(4) of the
Act .

HELD : (i) Section 8(3) (c) is nerely regulatory : if it was
not conmplied with the appellants may probably be exposed to
a penalty, but a conpetitor in the business could not seek
to prevent the appellants fromexercising their right to
carry on business, because of the default, nor could the
rice mll of the appellants be regarded as a newrice mll.
Conpetition in the trade or business may be subject to such
restrictions as are perm ssible and are inposed by the State
by a law enacted in the interests of the general public
under Art. 19(6), but a person cannot claimindependently of
such restriction that another person shall not <carry on
business or trade so as to affect his trade or business
adver sel y. The appellants ,complied with the statutory
requirenents for carrying on rice mlling operations in the
building on the new site. Even assumng that no previous
perm ssi on was obtained, the respondents woul d have no | ocus
standi for chall enging the grant of the permi ssion, because
no right vested in the respondents was infringed. [851 G H
(ii) The considerations which arc prescribed by sub-s. (4)
of s. 5 only apply tothe grant of a permt in respect of a
new rice mll or a defunct

84 7

rice mill. They have no application in ‘considering the
shifting the location of an existing ~-rice mll. In respect
of a new or defunct mll a permit and a licence are both
required : in respect of an existing rice nmll only a

licence is required. . The conditions prescribed by sub-s.
(4) of s. 5 only apply to the grant of a permt and not a
I'icence. By s. 8 (3) (c) it is made one of the conditions
of the licence that the location of the rice nmll shall not
be shifted without the previous perm ssion of the 'Centra
CGover nrrent . It is true that “the -appropriate authority
clothed with the power mnust consider the expediency of
permtting a change of location. (But there is no statutory
obligation inposed upon himto take into consideration the
matters prescribed by sub-s. (4) of s. 5in granting the
perm ssion to change the | ocation. [852 E-Q

On the facts of the present case the perm ssion granted
under
S. 8 (3) (c) could not be said to be granted without
consi dering the rel evant circunstances.

JUDGVENT:

ClVIL APPELLATE JURISDICTION : G vil Appeal No. 2228 of 1969.
Appeal by special |eave fromthe judgnent, and order  dated
Sept enber 26, 1969 of the Mysore High Court in Wit Petition
No. 496 of 1969.

S. V. Gupte, S. S. Javali, H N Narayan and B. Datta, for
the appel |l ants.

H R Cokhale, C R -Somasekharan, H G Bal akrishna, and
P. C. Bhartari, for respondent No. 1.
The Judgnent of the Court was delivered by

Shah, J. This appeal is filed with special |eave against the
judgrment of the Hi gh Court of Mysore setting aside the order
dated January 20, 1969, of the Director of Food & GCivi
Supplies of the State of Mysore under the Rce MIlling
I ndustry (Regul ation) Act 21 of 1958.
The appellants established a rice mll nmany years ago in
village Midugoppa, District Shinmpga, in the forner Indian
State of Msore and carried on mlling operations. The
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respondents-N. Teekappa Gowda & Bros-established in 1963 a
rice mll in village Kelandur at a distance of about 11/2
mles fromthe site of the appellant’s nill. A notification
under the Land Acquisition Act 1894 was issued in March 1966
for conpul sory acquisition of the |and and buil dings on the
site of the appellants’ rice mll for use in the Sharavath

Hydro-El ectric Project. In Cctober 1967 an award acquiring
the land and buildings was nmade. The award expressly
recited that the appellants were entitled to renove the
machi nery of the rice MII.

The appellants in the nmeanwhile applied to the Specia

Oficer for Rehabilitation of the State of Mysore to allot
them a suitable

848

new site in which their rice mll may be |ocated. The
Special Tehsildar for Rehabilitation sanctioned that the
rice mll building my be shifted to a site in Survey No.

233 of  Mudugoppa granted to the appellants by the State of
Mysor e. By order dated January 20, 1969, the Director of
Food & Civil Supplies passed an order sanctioing the change
in the location of the appellants’™ rice mll from its
original site to the newsite "as per the provisions
contained in section8(3)(c) of the Rice MIling Industry
(Regul ation) Act, 1958", and rejected the objection raised
by the respondents.

The respondents then noved a petition in -the H gh Court of
Mysore for a direction quashing the order dated January 20,
1969 passed by the Director of Food & Civil Supplies on the
plea that the appellant’ s mll was noved to a place in the
vicinity of their rice mll in the kelandur village in
contravention of ss. 5-and 8 of the Rice MIlling Industry
(Regul ation) Act, 1958, and in consequence of the renmpval of
the appellants’ mll “"their business was likely to. be
adversely affected".

The Hi gh Court held that permission under S. 9 (3) (c¢) was a
condition precedent to the shifting of the location of the
rice mll, and since the appellants did not obtain the
previous pernission to shift themll, the order of the
Director was liable to be "struck down as ultra vires”. In
the view of the Court, by the shifting of the appellants’
rice mll the respondents’ business was directly affected
and they had a right to challenge the |egality of the order
The High Court upheld the claimof the respondents on the
sole ground, that the order of the Director was nmde  in
violation of the mandatory in junction of the Rice Mlling
I ndustry (Regulation) Act 21 of 1958 and it prejudicially
af fected the business of the respondents as rice-mllers.

The Par | i ament enact ed the Ri ce M11ling I ndustry
(Regul ation) Act 21 of 1958 to regulate rice mlling. By s.
3(a) a "defunct rice-mlIl" is defined as nmeaning "a /rice-
mll in existence at the commencenent of this Act- but in
which rice-MI1ing operations have not been carried on for a
peri od exceeding one year prior to such comencenent"”. By
S. 3(b) "existing rice-mll" neans cc arice mll carrying
on rice-mlling operations at the comrencenent of this Act,
and includes a rice-mll in existence at such comencenent

which is not carrying on rice-nilling operations but in
which rice-milling operations have been carried on at -any
time within a period of one year prior to such conmmence-

ment". By s. 2(e) "newrice-mll" nmeans "a rice will other
than an existing rice mll or a defunct rice mll". By s. 2
(f ) "rice mll" is defined as neaning "the plant and

Machinery with which and the premises, including t he
precincts thereof in which or in any part of which, rice-
mlling operations is carried on." By S. 5 provision
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is made for grant of permits in respect of new or defunct
rice mll. By sub-s. (1) of S. 5 it is provided that any

person or authority may make an application to the Centra
Government for the grant of permit for the establishment of

anewrice mll,, and any owner of a defunct rice mll may,
nmake a like application for the grant of a permt for re-
conmencing rice-mlling operation in such mll. By sub-s.

(3) if, on receipt of any such application for the grant of’
-a permt, the Central Governnment is of opinion that it is
necessary so to do for ensuring adequate supply of rice, it
may, subject to the provisions of sub-s. (4) and sub-s. (5)
grant the permt specifying therein the period within which
the mll is to be established. Subsection (4) provides -
"Before granting any permt under sub-section
(3), the Central Governnent shall cause a ful
and conplete investigation to be made in the
prescri bed manner in respect of the
application -and shall have due regard to-
(a) the nunber of rice mlls operating in
the locality;
(b) the availability of paddy in t he

| ocality;

(c) the availability of power 'and water
supply for the. rice mll in respect of which
a permt is applied for;

(d) whether the rice mll “in respect of
which a pernit is -applied for will, be of the
hul | er type, sheller type or conbined sheller-
hul | er type;

(e) Whet her the functioning of the rice mll
in respect of which a permit is applied for
woul d cause substantial unenpl oynent  in the
locality;
(f) such other particulars as may be
prescribed. "
By sub-s. (6) a permt granted under s. 5 is effective for
the period specified therein or for such extended period as
the Central Government may think fit to allow in any case
Section 6 provides for grant of licences. Any owner of an

existing rice mll or of arice mll in respect of which a
permt has been granted under S. 5 may make an application
to the licensing officer for the giant of a Ilicence for
carrying on rice-mlling operations in that rice mll. By

sub-s. (3) of s. 6 the licensing officer is obliged to grant
the licence on payment of the fee and on deposit of such sum
as nmay be prescribed.’ -as security for due perfornmance of
the conditions. By sub-s. (4) a licence granted under s. 6
is valid for the period specified therein, and nmay be
renewed fromtine to tine for such period and on, paynent of
such fees and on conditions as may be prescribed.

850

Section 7 provides for revocation, suspension and amendnent
of licences. By S. 8 restrictions are placed on rice mlls

Under Sub-s. (1) no person or authority shall, after the
conmencenent of the Act, establish any newrice mll except
under and in accordance with "a permt granted under S. 5.
By sub-s. (2) no owner of arice mll shall, after the
conencenent of the Act, carry on rice-milling operation
excent under and in accordance with a licence.granted under
S. 6. By sub-s. (3), insofar as it is relevant, it 1is
provi ded

“"No owner of arice mll,(a)

(b)

(c) shal I, w thout the previous perm ssions
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of the Central Governnent, change the |ocation
of the whole or any part of the rice mill in

respect of which a licence has been granted
under section 6;
"Section 13 provides for penalties for contravention or
attenpts to contravene or abetting the contravention of any
of the provisions, inter alia, of s. 8. Power of the Centra
CGovernment to issue a permt under s. 5 and under s. 8 (3)

(c) to change the location of Tice mll is delegated to the
Director of Food & Civil Supplies.
The Director of Food & Civil Supplies sanctioned, in

exerci se of the power under s. 8 (3) (c) of the Act that the
| ocation of the rice mll of the appellants nay be shifted.
The Hi gh Court declared the order invalid on the ground that
the previous sanction had not been obtained. The Court
observed that "where an-officer granting a |I|icence or
passi ng an admi ni strative order-exceeds his powers and nakes
an order in violation of the provision which ,clothes him
with that power, his order is liable to be struck down", and
since S.. 8 (3) (c) contenplated grant of permssion for
change of location beforethe plant and the machinery were
actually shifted to a new site, the Director of Food & G vi
Supplies had no power to grant permssion after t he
machi nery and pl ant ‘had been shifted.

The rice mlls for the purpose of the Act were divided into
three classes : defunct rice-mlls, existing rice-mlls and
new rice-mlls. Defunct rice mllsare those which had
ceased functioning for a period exceeding one year prior to
the commrencenent of the Act; existing rice mlls "are 'those
which carry on rice mlling operations -at the conmrencenent
of tile Act or had carried onrice mlling

8 51

operations within one year prior to the commencenent of the
Act; and new rice-mlls are those which are other than

existing rice mlls or defunct rice mlls. |In respect of
all rice mlls alicence for carrying on rice milling
operations under S. 6 nust be obtained. In respect of a

rice mll new or defunct a permt under s. 5 has first to be
obtained. No permt is required by and existing rice mll.
In granting the pernit the authority has to take into consi-
deration matters which are specified in sub-s. (4) of s. 5.

The licensing authority nust on application-issue a |icence
to an existing rice mll or arice mll in respect of ~ which
a permt has been granted under s. 5. For change in the
location of any rice mll in respect of which~ a licence

hasbeen granted under s. 6 the previous pernission of the
Central CGovernment is necessary under S. 8 (3) (c).

The Parliament has by the Rice MIling Industry (Regul ation)
Act, 1958, prescribed Iimtations that an existing rice mll

shall carry on business only after obtaining a |icence and
if the rice mll isto be shifted from its  existing
| ocation, previous permnmission of the Central Governnent
shall be obtained. Permssion for shiftng their rice nill

was obtained by the appellants fromthe Director of Food &
Cvil Supplies. The appellants had not started rice mlling
operations before the sanction of the Director of Food &
Cvil Supplies was obtained. Even if it be assumed that the
previous sanction has to be obtained from the authorities
before the machinery is noved fromits existing site, we
fail to appreciate what grievance the respondents nay raise
agai nst the grant of, permi ssion by the authority permtting
the installation of nmachinery on a new site. The right to
carry on business being a fundanental right under Art. 19(1
) (g) of the Constitution, its exercise is subject only to
the restrictions inposed by lawin the interests of the
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general public under Art. 19 (6) (i).
Section 8 (3) (c) is merely regulatory : if it is not

conplied wth the appellants nay probably be exposed to a
penalty, but a conpetitor in the business cannot seek to
prevent the appellants fromexercising their right to carry
on business, because of the default, nor can the rice mll
of the appellants be regard as a newrice mll. Conpetition
in the trade or business may be subject to such restrictions
as are permssible and are inposed by the State by a |aw
enacted in the interests of the general public under Art. 19
(6), but a person cannot «claim independently of such
restriction that another person shall not carry on business
or trade so as to affect his trade or business adversely.
The appellants conplied with the statutory requirenents for
carrying on rice mlling operations in the building on the

new site. Even assuming that no previous permi ssion was
obtai ned, the respondents would have no |ocus standi for
chal | eng-

852

ing the grant of the perm ssion, because no right vested in
the respondents was infringed.

But M. Gokhale for the respondents contended that in
granting the perm ssion under s. 8 (3 ) (c¢) the authority
was bound to take into-account matters which -govern the
issue of a perm't under s. 5 (4) of the Act. Counsel
submitted that sub-s. (3) (c) of s. 8 was enacted with a
view to ensure adequate mning facilities and to prevent
unfair conpetition and on that account it is provided that

when the location of an, existing rice mll —has to be
shifted, the authority had totake into consideration the
nunber of rice mlls operating in the locality; the
availability of power and water supply for the rice mll in
respect of which a permt is applied for; whether the
functioning of the rice mll in respect of which a permt is

applied for would cause substantial ~unemploynment 'in the
locality; and such other particulars as may be prescribed.
According to counsel, since the Act was intended to regul ate
the carrying on of business of rice mlls in the country, it
was inplicit ins. 8 (3) (c) that the authority ~sanctioning
the change of location of a rice m Il shall consider whether
' anot her person was by the shifting likely to be prejudiced

thereby. ' This counsel says, the Director did not consider
and on that account the order is liable to be set  aside
because the right of the respondents is infringed. Thi s

argunent was not advanced before the H gh Court, -and, in our
judgrment, has no substance. The considerations which are
prescribed by sub-s. (4) of s. 5 only apply to the grant of
-a permt in respect of a newrice mll or a ‘defunct  rice

mll. They have no application in considering the shifting
the |l ocation of an existing rice mll. |In respect of a new
or defunct rice mll a permt and a licence “are both
required : in respect of an existing rice mll ‘only a

licence is required. The conditions prescribed by ' sub-s.
(4) of s. 5 only apply to the grant of -a permt and not to
alicence. By s. 8 (3) (c) it is nade one of the conditions
of the licence that the location of the rice nmll shall not
be shifted without the previous perm ssion of the Centra
CGover nrrent . It is true that the appropriate authority
clothed with the power must consider the expediency of
permtting a change of |ocation. But there is no statutory
obligation inposed upon himto take into consideration the
matters prescribed by sub-s. (4) of s. 5in granting’ the
perm ssion to change the | ocation

The appel | ants had been carrying on business in mlling rice
for nmore than 30 years and the mll was by reason of the
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proposal to submerge the site in the Sharawathi Hydro-
El ectric Project had to be shifted fromits |ocation. The
State allotted another piece of land to the appellants and
did not acquire their machinery and permitted erection of
their rice mll building on the new location. This was done
with a view to cause m ni mum hardship to the appel -

853

lants arising in consequence of the proposed construction of
the damresulting in subnergence of their land. The State
also granted pernmission to the appellants to change the
| ocation wunder the Rice MIling Industry (Regulation) Act,
1958. The perm ssion cannot be said to be granted without
consi deration of the relevant circunstances.

The appeal is allowed, -and the petition filed by the
respondent N. Teekappa Gowda & Bros. is ordered to be
di sm ssed with costs throughout in favour of the appellants.
G C Appeal
al | owed:
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