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The common question which arises for decision in these
two appeals and Special Leave Petition is whether printing
on glass bottles ambunts to nmanufacture wthin the neaning
of Section 2 (f) of the Central Excise Act 1944.

2. It is convenient to set out the facts in each case
separately before consider the aforesai d question

3. The appellant in Cvil Appeal No. 767 of 1991 have a
factory for manufacturing glass and gl asswares falling under
1.1. 23 of the Central Excise Tariff.

Till 1983 they were manufacturing and supplying plain glass
bottles to customers. In 1983 they filed an-application
before the Assistant Collector, Central Excise, Saharanpur
encl osing a revised | ayout of the factory in substitution of
the existing plan. Under the revised plan, the premses in
whi ch the manufacturing operation of glass and gl assware was
undertaken was segregated from the premises in which the
machinery for printing of glass bottles with ceranic col our
was to be installed for carrying on the printing operation

The Superintendent, (Central Excise) approved of the revised
pl an. The appellants comenced the process of  printing of
bottles in the separate demarcated Unit for which no Excise
Li cense was taken. The said demarcated unit is situated
Wit hin a shed enclosed by walls separate fromthe nmain
factory which is licensed for manufacturing glass and
gl asswar e. The Range Superintendent of Central ' Excise
issued a directive vide letter dated 29.6.1983 that the
appel l ant shall into remove any printed bottles without
payment of Central Excise duty on the enhanced val ue after
i ncluding the expenditure incurred on printing/decorating.
That was challenged by appellants on appeal before the
Col I ector (Appeals) who set aside the directive and directed
the Assistant Collector to pass a speaking order after
conplying with the principles of natural justice. After a
show cause notice and a reply thereto, the Assistant
Col  ector passed an order on 23.9.1983 that assessabl e val ue
of glass bottles should include the cost of decorating the
same with ceram c col ours, On appeal the Collector confirmed
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the same by his order dated 3.3.1984. The Tribuna
di sm ssed the appeal preferred by the appellants by its
order dated 26.10.1990. It is that order which is under

chal l enge in this appeal

4. Though the Tribunal observed that the Superintendent of
Central Excise was not conpetent to approve the revised
ground plan, proceeded to discuss the question fornulated
above on the footing that the Unit wherein the decoration of
gl ass bottles in being carried out is separate from the

factory manufacturing the said bottles. The follow ng
passage in the order of the Tribunal is relevant in this
regard:

"Admttedly, the ACL Uni t is
|l ocated in the enclosed space with
an opening on the  main road apart
from the gate  of the factory
licensed for - the “manufacture of

gl asswar e. The shed in which the
ACL Unit is  located, was also
exclluded from the lay out of  the
factory. From the above, - it

follows that the ACL. Unit, which

was carved out of the old prem ses

is a space covered by walls and is

adjunct to the principal premses

i.e. the licensed prem ses."

Again the Tribunal has observed in Para 20 of its order
that "admttedly the plain bottles are manufactured in the
mai n preni ses and the printing and decoration is done in the
prem ses adjunct to it".

5. It is on the above factual prem se the question stated
above which was fornulated by the Tribunal itself has to be
consi der ed. The Tribunal has proceeded to hold that

printing and decoration would anmount to manufacture within
the meaning of Section 2 (f) of the Act.

6. In Cvil Appeal No. 2882 of 1993 the appellant is the
Union of India. The respondent in that appeal is none other
than the appellant in Civil Appeal No. 767 of 1991. That
appeal arises out of a claim for refund nade by the
respondents therein on the ground that they had paid excise
duty on the charges incurred for printing of glass bottles
which did not form part of manufacturing process  and
therefore they were entitled to get refund of the said duty:
They had paid the duty on the price of the bottles  as
supplied to the custoners as per the approved Price List
No. 37 which included the printing charges. The claimfor
refund was accepted by the Assistant Collector of Centra
Excise but rejected by the Collector. The assessee filed a
wit petition in the H gh Court of Bonbay to quash the order
of the Collector. A Division Bench of the H gh Court upheld
the contention of the assessee and held that printing on the
gl ass bottles cannot be included in the assessable value for
the purpose of levy of excise duty. Aggrieved by the order
of the Division Bench, the Union of India has preferred this
appeal

7. In so far as the factual positionin this appeal is
concerned, there is no dispute that the entire process
including the printing on the bottles is carried out in one
factory and the excisable goods supplied to the custoners by
the respondents are the printed bottles at the price set out

in the approved price list inclusive of the printing
char ges.
8. In Special Leave Petition No. 8316 of 1994 the first

respondent is a company which undertakes the process of
decorating glass bottles at its factory at Chi nehwad, Poona.
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The conpany purchases plain bottles fromthe manufacturers
thereof including appellants in Civil Appeal No. 767 of 1991
and carries out the decoration and printing on such bottles
as per the contracts entered into with its customers. The
conpany had not taken any licence for carrying out that
process within its prem ses on the ground that it was not a
manuf acturing process. The Superintendent of Central Excise
detained the bottles and issued a shoe cause notice as to
why excise duty should not be demanded, penalty shoul d not
be i mposed and goods should not be seized. The respondents
filed a wit petition in the H gh Court of Bonbay
chal | engi ng the said proceedings. The Division Bench of the
Hi gh Court followed the judgment rendered in the earlier
case of J.G dass |Industries Ltd. and allowed the wit
petition. Aggri eved thereby the Union of India has
preferred the Petition for Special Leave. |In so far as this
case is concerned, there is no dispute regarding the fact
the respondents are only carrying on the process of
decoration and printing and have nothing to do wth the
manuf act ure of bottled as such.
9. The contention of the assessee is that printing and
decorating bottles wll not by any stretch of inagination
amount to manufacture. It is argued that unless the process
brings into existence a different commercial product, it
cannot be said to/ be manufacturing process. |n cannot be
said to be manufacturing process. |n short, the contention
is that the plain bottles do not cease to be bottles by
some | ogos or nanes ' being printed thereon. Reliance is
pl aced on a judgment of this Court in Union of |ndia Versus
Del hi CAoth & General MIs 1963 Supp. (1) S.C. R _586. Qur
attention is drawn to the follow ng passage:

"On a consideration of all these

materials we have no doubt about

the correctness of the respondents’

case that the raw oil purchased by

the respondents for the purpose of

manuf acture of Vanaspati does not

become at any stage "refined GI"

as is known to the consuners - and

the Conmerci al comuni ty. The
first branch of M. Pat hak' s
ar gunent nmust therefore be
rej ected.

The other branch of M. Pathak’s
argunent is that even if it be held
t hat t he respondent s do not
manufacture "refined oil" as is
known to the market they nmust be
held to manufacture sone Kkind of
"non essential vegetable oil" by
applying to t he raw nmateria
purchased by them the process of

neutralisation by al kal i and
bl eachi ng by activated earth and/or
car bon. According to the |earned
counsel "manufacture" s conplete

as soon as by the application of
one or nore processes, the raw
mat eri al undergoes sone change. To
say this is to equate "processing”
to "manufacture" and for this we
can find no warrant in |aw The
word "manufacture" used as verb is
generally wunderstood to nmean as
"bringing into exi stence a new
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subst ance" and does not nean nerely

"to produce sonme change in a
subst ance", however m nor in
consequence the change may be.
This distinction is well brought

about in a passage thus quoted in
Vol .26, from Anerican judgnent.
The passage runs thus: -

"Manuf acture’ inplies a change, but
every change is not manufacture and
yet every change | abour and
mani pul ati on. But something nore
is necessary and ‘there nust be
transformation; a new and different
article nust ener ge havi ng a

di stinctive nane, character or
use. "

10: In Deputy Conmi ssioner of Sales
Tax (Law)

Board of Revenue (Taxes) Ernakul am
versus Ms. Pio Food Packers 1980
Supp. Supreme Court Cases 174 this
Court observed: -

"....There are several criteria for
determ ni ng whether a commodity is
consunmed in the manufacture of

anot her . The generally prevel ent
t est is whet her t he article
produced is regarded in the trade,
by those who deal in “it, as
distinct in identity from the
conmodi ty i nvol ved in its
manuf act ure. Conmonl y manuf acture

s the end result of one  nore
process through which the origina
commodity s mmde to pass. The
nature and extent of process may
vary from one case to another, and
i ndeed there nmmy be several stages
of processi ng and per haps a
different kind of processing at

each stage. Wth each process
sufferred, the original comodity
experi ences a change. But it is

only when the change, or a series
of changes, take the comopdity to
the point where comercially it can
no | onger be regarded as the
original comopdity but instead is
recogni zed as a new and distinct
article that a manufacture can be
said to take place. \Where there is
no essential difference in identity
between the original comodity and
the processed article it is not
possible to say that one comuodity
has been consumned in t he
manuf acture of another. Al t hough
it has undergone a degree of
processing, it mnust be regarded as

still retaining its origi na
identity".
11. In Rollatainers Ltd. Ver sus

Union of India 1994 (72) E.L.T. 793
(S.C.) the guestion arose wth
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reference to the applicability of
printing i ndustry. The
Notification specified the goods as
"all products of printing industry
i ncluding newspapers and printed
peri odi cal s". The contention of
the appellant was that printed
cartons are a product of printing
i ndustry and as such exenpt from
duty under t he Notification
Rej ecting that connection the Court
sai d:

"According to the appel | ant-conpany
printed cartons are. known and
understood in the trade as products
of the Printing Industry. The
doni nant activity in t he
manufacture of a printed carton is
the /printing activity ~and the
cutting, creasing and gluing, if
any, -are —only suppl ement ary. It
was further contended that the
printed cartons have becone a
medi um of advertising the product.
It enhances the sale value of the
goods. The +art is chosen so
manuf acturer are highlighted. The
appearance carton are of utnost
i nportance and occupy the major
time and expense in_ the manufacture
of the carton. It was, therefore,
finally contended that the printed
carton are known the printing
i ndustry. Since that is how the
printed cartons are understood in
the common parl ance, the appellant-
conpany is entitled to the benefit
of the Exenption Notification
....The literature referred to by
the appellant only shows that the
printing industry has advanced to
such an extent that one can print
an al nost anything such as gl ass,
netal or synthetic base. Earlier
the printing activity was primarily
confined to printing of books,
literature, newspaper and
periodicals etc. The advanced
printing industry covers a nuch
wider field of activity than it did
in the past. Can we, therefore,
say that every material on which
printing work is done becomes a
product of the Printing work is
done becones a product of the
Printing | ndustry? The answer has
to be in the negative. An ordinary
carton without any printing on it
is a conpl et ed pr oduct and
undi sput edl y the pr oduct of
Packagi ng | ndustry.

The question for our consideration
is, does it cease to be the product
of Packaging Industry as and when
some printing is done on the said
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carton? W are of the viewthat to
a conmon nman in the trade and in
common parlance a carton remains a

carton whether it s a plain
carton or a printed carton. The
extrene contention t hat al

products, on which sone printing is
done, are the products of the
Printing | ndustry cannot be
accept ed. The Division Bench of
the Hi gh Court has rightly rejected
the contention on_ the follow ng
reasoni ng:

“In our view, it would be an
extreme proposition to. hold that
all products on which-some printing
is done is a product- of the
printing cloth would be a product
of the printing industry and not of
the textile industry. ~A netal can
with printed material on it wll
simlarly be a product of the
printing industry and not of the
packagi ng i ndustry. The sanme can
be said of card-board packet and
even wooden boxes over which sone
printing is done to identify the
goods or its manufacturer. |n _our
view, the nere fact that sonething
is printed on a product by itself
does not mmke it —a product of the
printing industry. A cartonis a
carton and has only one use, nanely
of ; packing a product to be sold in
the market. The nore fact that
something is printed on it does not
change its essential nature or use.
The learned Judges has observed
that the end use of a product is
i mmaterial . In the case of -a
carton the question does not ari se,
because it has only one use and
therefore any distinction between
its intermediate use and end use

its unwarranted. In our view, the
printed cartons are designed at
times to make t he pr oduct

attractive for the purchaser, and
at times to identify the goods and
highlight its qualities, and at
times to identify the manufacturer
of the goods. Al the sane, the
carton remains a carton and is used
for the purpose of packagi ng”.

... What  is exenpt under the
Notification is the product of the
“printing Industry". The "Product”

inthis case is the carton. The
carton into existence. Any anount
of fancy carton. 1In the process of

manufacturing the printed cartons,
the card board has to be carton by
using paste or gum Sinply because
there are expensive prints on the
carton such a printed carton would
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not becone the product of the

Printing Industry. It shall remain
the product of t he Packagi ng
| ndustry.

12. The above ruling was followed in Collector of Centra
Exci se, Bonbay Versus Paper & Products Co. 1996 (88) E.L.T.
317 (S.C.) in which it was held that unwaxed printed paper
cut into sheets and reels according to the needs of the
customer for the purpose of being used as wappers in
packagi ng cannot be said to be a product of printing
industry so as to attract the exenption Notification

13. In Metagraphs Pvt. Ltd. Versus Collector of Centra
Exci se, Bonbay (1997) 1 S.C.C 262 the appel | ant
manuf actured printed alumnium labels were printed on
flatbed offset printing press and the printing was done on a
deep offset printing plate. The labels were nmeant to be
fixed to refrigerators, radios, air conditioners tel ephones
etc. The Tribunal held that the printed alum niumlabels
were not products of printing industry and rejected the
claimfor. _exenption. The Division Bench of this Court
reversed the decision of ~the Tribunal and followed the
reasoning in Rol | atainers Ltd.’'s case (supra). After

referring to the above case, the Bench said "...There this
Court approved the test ~based on understanding of trade
par| ance/ common parlance of a particul ar product. In the

case on hand but for /the printing, the alum num | abel would
serve no purpose and as seen above, it is-the printing on
the al umi nium sheet, which comunicates the nessage to the
buyer that nakes the sheet as -a label, wunlike a carton
printed or plain which always remains a carton.  The | abe
announces to the customer that the product is-or is not of
his choice and his purchase of the commodity would be
decided by the printed matter on the label . The printing of

the label is not incidental to its use but primarily in the
sense that it communi cates to the customer about the product
and this serves a definite purpose. This Court in

Rol | atai ners case held that "what is exenpt wunder the
notification is the product" of the printing industry. The
"product’ in this case is the carton. the printing industry
by itself cannot bring the carton into existence".  Let us
apply this above formula to the facts of this case. The
product in this case is the alumniumprinted |abel. The
printing industry has brought the |abel into existence.
That being the position and further the test of trade having
understood this |abel as the product of printing industry,
there is no difficulty in holding that the I'abel in question

are the products of printing industry. It is true that al
product on which some printing is done, are not the products
of printing industry. It depends wupon the  nature of

products an ot her circunstances. Therefore the issue has to
be decided with reference to facts of each case. “A genera
best is neither advisable nor practicable. We are,
therefore, of the opinion that there Tribunal was not right
in concluding that the printed alumniumlabels in question
are not "products of printing industry".

14. Wth respect, we agree with the test fornulated by the
Di vi si on Bench. The question is, whether the product woul d
serve any purpose but for the printing. If the product
could serve a purpose even without printing and there is no
change in the comrercial product after the printing is
carried out, the process cannot be said to be one of
"manuf acture".

15. In Collector of Custons, Bangal ore Versus Indi an Coated
Cartons (P) Ltd. 1997 (92) E.L.T. 459 (S.C.) Division Bench
of this Court to which one of us (S.C. Sen) was a party
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reiterated the principle laid down in Rollatiners Ltd.’s
case (supra). That case also related to printed cartons
manuf actured by the respondents t herein. The Bench
di stingui shed the ruling the Metagraphs Pvt. Ltd.’s case.

16. On an analysis of the aforesaid rulings, a tw-old test
emerges for deciding whether the process is that of
"manuf acture". First, whether by the said process a
different commercial commodity cones into existence or
whet her the identity of the original commbdity ceases to
exi st; secondly, whether the comobdity which was already in

exi stence will serve no purpose but for the said process.
In other words whether the comobdity already in existence
will be of no comercial use but for the said process. 1In

the present case, the plain bottles are thensel ves
comer cial commodities and can be sold and used as such. By
the process of printing nanmes or |ogos on the bottles, the
basi ¢ character of the ~comvodity does not change. They
continue to be bottles. It cannot be said that but for the
process of printing, the bottles will serve no purpose or
are of no commrercial use.

17. Learned counsel for the Revenue has strenously
contended that the printing on the bottles will nake them a
di fferent commodity known as printed bottles. According to
hi m such printed bottles cannot be of any general conmercia
use but they will be useful only for the persons on whose
behal f and for whose benefit such printing has been done.
Therefore, according to him the process of printing on
bottles is a "manufacturing" process.  Reliance is placed by
himon the judgnent of this court in enpire Industries Ltd.
& Os. Versus Union of India & ors. (1985) 3 S.C.C. 314 The
qguestion which arose for consideration in that case was
whet her introduction of sub-clauses (v) (vi) and (vii) is
Section 2 (f) of Central Excise Act by Act 6 of 1980 was
valid. \While upholding the validity of the anendnent of the
Section by which the definition of "manufacture" was w dened
so as to include the process of bleaching, dyeing, printing,
finishing etc. with reference to cotton fabrics and man-nade

fabrics, t he Court consi der ed what constituted
"manufacture". In the connection the Court observed:

"The taxabl e event under the Excise

Law i s 'manufacture’. The nonment

there is transformation into a new

commodity comrercially known as a

di stinct and separate conmodity

having its own character, use and

name, whether be it the result of

one process or several processes

" manuf act ur e’ t akes pl ace and

liability to duty is attracted"

The court referred to various earlier decisions dealing
with the expression "manufacture". W are wunable to
appreciate as to how the ruling helps the Revenue in the
present case. W have already pointed out that the printing
on the bottles does not bring into existence a new
commercial commpdity which is distinct and separate inits
character, use and nane fromthe original commpdity. Hence,
we are unable to accepted the contention of Revenue in this
case that printing on bottles involved a process of
"manuf acture’ .
18. Learned counsel for the assessee has al so placed before
us a copy of Trade Notice No.28/ 1980 issued by Pune Centra
Exci se and Customs Collectorate wth reference to Tariff
Item No.23A(4). It reads thus:

"Attention of the Trade is invited

to the Item No.23-A of the Centra
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Excise Tariff.

2. It is clarified for t he

i nformation of the Trade that

G assware decorated in a different

factory after the receipt of duty

paid plain glassware would not be

again liable to duty/differentia

duty under Tariff Item 23-A (4) of

the Central Excise Tariff. Al

menbers constituents rmay pl ease be

i nfornmed accordingly".
19. Learned counsel submits that it is not open to the
Revenue to raise any contention contrary to the notice. Qur
attention is drawn to the judgnent of this Court in
Col l ector of Central ~Excise, Patna Versus Usha Mrtin
Industries 1997 (94) E.L.T. 460 (S.C.) to which one of us
(S.C. Sen) was party. It has been held in that case that
Revenue cannot be permitted to take a stand contrary to the
i nstructions issued by the Board and Departnental Circulars
i ssued before enactnment of Section 37B of Central Excise Act
or thereafter, are equally binding on Revenue as the object
on either case was the sanme nanely, to achieve uniformity in
the classification. Learned counsel contends that even if
the trade notice is ‘heldto be not binding on the Revenue as
such, it can be used by the assessee to show that the
Departnment has also understood the relevant expression
"manufacture’ in the same nanner. In the present case it
may not be necessary for us to rely upon the trade notice.
We have already pointed out that printing on bottles wll
not ampunt to manufacture’ wthin the nmeaning of Section
2(f) of Act.

20. It is useful to refer to the tariff descriptionin Item
No. 23- A of the Central Exci se Tariff-. The ' genera
description of the item is 'glass’ and ' glassware’ ., ' There

are four categories nanely, (i) flat-glass (2) Laboratory
gl assware (3) glass shells, glass globes and chimeys for
|anps and lanterns and (4) other glass and glasswares
i ncluding tableware. Admittedly, the bottles whether
printed of not fall under category (4) nentioned above. |f
the contention of the Revenue is accepted it wuld lead to
doubl e taxation wunder the sane tariff item \Vhile at the
gate of the main factory duty is leviable on the plain
bottles under 23A (4), once again duty will be |eviable on
the printed bottled after the process of printing i's over in
the premi ses where such printing is carried out.” Such duty
wi Il undoubtedly be on the value of the printed bottles
which will include not only the cost of nmanufacture of the
bottles but also the cost of printing charges. The Revenue
cannot be permitted to levy duty twice on the sane item when
there is no warrant therefore in the rel evant provisions of
the Act.

21. In the circunstances there is no difficulty in holding
that the view taken by the Appellate Tribunal in ' Appea
No. EDJ SB 682/ 84-A is erroneous inasmuch as the process of
printing is being carried out in a separate prem ses as
found by the Tribunal and such process is not 'manufacture
within the neaning of the Act. Consequently, Cvil Appea
No. 757 of 1991 has to be and is hereby allowed. the order
of the Tribunal as well as those of the Collector and
Assi stant Collector are set aside. The show cause noti ce
i ssued by the Revenue to the appellant in Cvil Appeal No.
767 of 1991 is quashed.

22. It follows that the Special Leave Petition (Civil) No.
8316 of 1994 filed by the Union of India has to be and is
her eby di sm ssed.
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23. In so far as Cvil Appeal No. 2882 of 1993 is
concerned, the contention of the appellant has to be
accepted on the facts of the case. It is not in dispute
that the printing on the bottles is also carried out in the
same factory where the bottles are manufactured and the
ultimate product which happens to be the excisable item at
the gate of the factory is the printed bottle as such

Hence, the value of printed bottles including printing
charges is the assessable value of the excisable goods and
duty is chargeable thereon. The excisable of the Hi gh Court
is erroneous inasnuch as it has failed to take note of the
fact that the printing on the bottles is also conpleted
within the same factory prem ses. Hence, the appeal is
al | owed. The judgrment of the Hi gh Court is set aside. The
order of the Collector dated 7.7.1983 in P. No.RO 943/83 is
restored.

24. In both appeals and the Special Leave Petition the
parties w |l bear their own costs.




