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Coir Industry, Regulation and Control of-Registration of
exporter and | i censee-Quantitative test-Constitutiona
validity-Coir [Industry Act, 1953 (45 of 1953), S. 26, rr
18, 19, 20(1)(a), 21, 22(a) -Constitution of India, Arts.
19, 14.

HEADNOTE:

The petitioner, an unsuccessful applicant for registration
as an exporter and licensee for exporting coir products,
challenged the vires of the rr. 18, 19, 20(1)(a), 21 and
22(a) nmade by the Central Government in exercise of its
powers under S. 26(1) of the Coir Industry Act, 1953 (45 O
1953). The Act had for its object the regulation and
control of the Coir industry in public interest. It was
contended on his behalf that the inpugned rules, ~which
prescribed the quantitative, and not the qualitative, test
for registration of established exporters, were inconsistent
with the provisions of the Act and as such, ultra vires. the
Act and that they tended to create a nonopoly in the -export
trade of coir commpdities and thereby destroy the business
of small deal ers and discrimnated between those who carried
on |l arge scal e business and those who carried on snall| scale
busi ness and thus inpugned Arts. 19 and 14 O t he
Consti tution.

Hel d, that the contentions were w thout substance and nust
be negati ved.

There was no provision in the Coir Industry Act, 1953, that
excluded or prohibited the application of the quantitative
test and the rules were in no way inconsistent with the Act
nor in excess of the powers conferred on the Centra
Government by s. 26 of the Act.

Were an Act sought to control an industry in public
interest it would obviously be for the rule naking authority
to decide which rules and regulations would neet the
requi rement of public interest. Such rules and regul ati ons,
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though reasonable within the neaning of Art. 19(6), m ght
cause hardship to those who failed to conply with them But
once it was conceded that the regulation and control of the
trade were justified in public interest, Art. 19(1)(g) could
not be invoked to challenge the validity of the rules.

Nor did the inpugned rules violate Art. 14 O the Constitu-
tion. The classification of traders under rr. 18 and 19 was
clearly founded on an intelligible differentia that had a
rational relation to the object of the Act. The exenption
made by the rules in favour of co-operative societies from
some of the relevant tests indicated that the Legislature
i ntended to encourage snal

780

traders. It was not, therefore, correct to say that the
rules would lead to a nonopoly in the trade.

JUDGVENT:
ORI G NAL JURI SDI CTI ON: Petition No. 121 of 1958.
Petition under Article” 32 ~of the Constitution for
enf orcenent of Fundanental rights.
G B. Pai and Sardar Bahadur, for the petitioner
M C. Setalvad, Attorney-Ceneral for India, B. Sen and T.
M Sen, for the respondents.
1958. Decenber 11. /The Judgnment of the Court was delivered
by
GAJENDRAGADKAR, J.-The petitioner has been doing business as
an exporter of coir products to foreign countries for the
last twenty years. On July 4, 1958, he applied to
r espondent 2, the Chairman, Coir Boar d, Er nakul am
requesting that he should be registered as an established
exporter. This application was acconpani ed by an incone-tax
clearance certificate and attested copies of bills of
| adi ng. Respondent 2 declined to register the petitioner on
the ground that his application was defective inasmuch as
the requisite certificate regarding his financial status bad
not been produced and no evidence had been given’ to show
that he had exported the mninmum quantity required (500
Owts.). The petitioner was told that unless he conplied with
the requirenents asked for within seven days his application
would be rejected without further notice. The petitioner
found that he could not conply with the directions issued by
respondent 2 and so it becane inpossible for the petitioner
to get registration and |licence applied for-by him That is
why he filed the present petition under Art. 32 of the
Constitution and prayed for the issue of a wit or order in
the nature of mandanus to direct the second respondent to
grant the petitioner registration and |licence as applied for
by himand to prohibit or restrain the said respondent,/ from
acting on, or inplenmenting, the rules issued under ‘the Coir
I ndustry Act, 1953, by issue of a wit of certiorari
prohibition or such other wit or order appropriate to
protect his rights. The petitioner also prayed that " if
found necessary " the said
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rul es should be declared to be ultra vires the powers of the
Central CGovernnent and invalid being in violation of the
fundanental rights guaranteed by Arts. 14 and 19 of the
Consti tution. The Union of India has, been inpleaded as
respondent 1 to the petition.
Before dealing with the points raised by the petition it
woul d be necessary to refer briefly to the provisions( of
the Coir Industry Act, 1953 (45 of 1953), hereinafter called
the Act, and the rules franmed under it in 1958. This Act
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was enacted by the Parlianent because it was thought
expedient in the public interest that the Union should take
under its control the coir industry (s. 2). Section 4 of the
Act provides for the establishnment and constitution of the
Coir Board and s. 10 enunerates its functions and duties.
Under s. 10(1) it shall be the duty of the Board to pronote
by such nmeasures as it thinks fit the devel opnent under the
control of the Central Government of the <coir industry.
Sub-section (2) enunerates the nmeasures which the Board may
take with the object of developing the coir industry w thout
prejudice to the generality of the provisions of sub-s. (1).
Amongst the measures thus enunerated, sub-s. (2) (b) refers
to the regulation wunder the supervision of the Centra
CGovernment of the production of husks, coir yarn and coir
products by registering coir spindles and |oons for
manuf acturing coir products, as also manufacturers of coir

products, licensing exporters of coir yarn and coir products
and taking such other appropriate steps as may be
prescri bed. Sub-section (2)(g) refers to the pronotion of

co-operative O ganisation anong producers of husks, coir
fibre and coir yarn and nanufacturers of coir products, and
sub-s. (2)(1) refers to the licensing of retting places and
war ehouses and ot herwi'se regul ati ng the stocking and sal e of
coir fibre, coir yarn and coir products both for interna
market and for exports. Section 26(1) confers on the
Central CGovernment power to nake rules for carrying out the
purposes of the Act subject to the condition of previous
publication. Sub-section (2) enunerates the nmatters in res-
pect of which rules may be nade, in particular and w thout
prejudice to the generality of the power
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conferred by sub-s. (1). Sub- section (2) (k) refers inter
alia to the registration of manufacturers of coir products
and the conditions for such registrationand the ,,grant or
issue of licences under the Act; and sub-s. (2)(1) ' deals
with the formof applications for registration and [icences
under the Act and the fee, if any, to be paid in respect of
any such applicati ons.

Under the powers conferred by s. 26 the Central ~ Gover nnment
franed rules in 1958. For the purposes of  the present
petition it would be relevant to refer to rr. 17 to 22.
Rule 17 deals with registration and |icensing of exports;
and it provides that no person shall, after the comng into
force of the rule, export coir fibre, coir vyarn or coir
products unless he has been regi stered as an exporter and
has obtained an export licence under these rules. The
proviso deals wth exenptions wth which we are not
concerned. Rule 18 lays down that any person who has in any
of the three years inmedi ately precedi ng the commencenent of
the rules exported not |ess than twenty-five tons of coir
yarn or coir products other than coir rope, or exported any
quantity of coir fibre or coir rope, nay be registered an
exporter of coir yarn, coir products other than coir rope or
coir fibre or <coir rope as the case may be. Rule- 19
provides for the registration of persons other than those
covered by r. 18 and it lays down inter alia that such
persons nmay be registered as exporters of coir vyarn if,
during the period of twelve nmonths imredi ately preceding the
date of application, a mnimmquantity of twenty-five tons
of coir yarn had been rehanked or baled in a factory owned
or otherw se possessed by the applicant and registered under
the Indian Factories Act, 1948, or, if the applicant has had
a total purchase turnover of one hundred tons of coir yarn
The proviso to this rule authorises the Chairman by
notification to exenpt fromthe operation of this rule any
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co-operative society the nenbers of which are owners of
i ndustri al establishnents or any Central Co- operative
Marketing Society. Rules 20 and 22 prescribe the node of
maki ng an application for registration as an exporter and
for licence respectively while r. 21 provides for the
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cancel l ation of registration. The present petition does not
chall enge the validity of any of the provisions of the Act.
It, however, seeks to challenge the vires of rr. 18, 19,
20(1)(a), 21 and 22(a).

There is no doubt that coir and coir products play an
i mport ant rol e in our national economny. They are
commodi ti es which earn foreign exchange, the total’ val ue of
our exports in these commpdities being of the order of
Rupees Ten Crores per year. It was found that severa
mal practices had crept in the export trade of t hese
commodities such as non-ful filment of contracts, supplying
goods of inferior qualities and cut-throat conpetition; and
these in/ turn considerably -affected the volunme of the
trade. " That is why Parlianent thought it necessary that the
Uni on shoul d take under its control the coir industry in
order to regulate its export trade. It is with the object
of devel oping the coir industry that the Coir Board has been
establ i shed and the registration and |icensing of exporters
has been introduced. ~The petitioner does not dispute this
position and nakes no grievance or conplaint against the
rel evant provisions in the Act.

It is, however, 'urged that the relevant rules whi ch
prescribe the quantitative test for the registration of
est abl i shed exporters are ~ultra vires because the
introduction of the said test is inconsistent. with the
provisions of the Act. In this connection M. Pai, for the
petitioner, sought to rely on the report subnmitted by the
Ad- Hoc Committee for external marketing which the Coir Board
had appointed on August 20, 1954. His grievance is that the
report of the said Conmittee does not recommend the adoption
of the quantitative test, but seens to suggest that a
qualitative test would be nore appropriate ; and  /that,
according to M. Pai, also indicates that the quantitative
test had been inproperly prescribed by the rules. W are
not inpressed by these arguments. It is clear that there is
no provision in the Act which excludes or prohibits the
application of the quantitative test in making rules for
regi stration of exporters or for issuing licences for export

trade. In fact the Act has deliberately left it to the
rul e-maki ng authority to frane rul es
784

which it may regard as appropriate for regulating the trade;
and so it would be inpossible to accept the argunment /that
the rule-making authority was bound to prescribe t he
qualitative rather than the quantitative test. Besides, it
does not appear that the report of the Cormittee on | which
M. pai relied definitely indicated its partiality for the
adoption of the qualitative test. Indeed Appx. Xl to the
said report woul d suggest that the Commttee in fact was not
averse to the adoption of a quantitative test; but even if
the Committee had expressly recommended the adoption of a
qualitative, not a quantitative, :test, it would be idle to
suggest that the Coir Board was bound to accept the said
recormendation or that the Central Covernment was not
conpetent to make rules contrary to the recomendati ons of
t he Conmittee. The wvalidity of the rules can be
successfully <challenged if it is shown that they are
i nconsistent with the provisions of the Act or that they
have been made in excess of the powers conferred on the
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rul e-nmaking authority by s. 26 of the Act. In our opinion
no such infirmty has been established in respect of the
i mpugned rul es.
It is then contended that the relevant rules woul d
ultimately tend to establish a nonopoly in the export trade
of coir comodities and woul d t hereby extinguish the trade
or business of small dealers |ike the petitioner. It is
al so contended that the application of the quantitative-test
di scrimnates between persons carrying on business on a
large scale and those who carry on business on a smal
scale. That is how Arts. 19 and 14 of the Constitution are
i nvoked and the validity of the relevant rules is chall enged
on the ground that they violate the fundanental rights of
the petitioner under the said Articles. W think there is
no substance in this contention
If it is conceded that the regulation of the coir industry
is in the publicinterest, then it would be difficult to
entertain the argument that the regulation or control nust
be introduced only on the basis of a qualitative test. It
nay well ~be that there are several difficulties in
introducing and effectively enforcing the qualitative test.
It is well-known that granting
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permts or licences to export or inport dealers on the basis
of a quantitative/'test is not unknown in regard to export
and inmport of essential commodities. It would obviously be
for the rule-making authority to decide which test would
neet the requirenents of public interest and what nethod
woul d be nmpbst expedient in controlling the industry for the
nati onal’ good. Besi de, % even the adoption of a
qualitative test may tend to extinguish the trade of those
who do not satisfy the said test; but such aresult. cannot
obviously be treated as contraveni ng the fundanental ' rights
under Art. 19. Control and regul ation of any trade, though
reasonable within the nmeaning of “Art. 19, sub-Art. (6), may
in some cases |lead to hardship to some persons carrying on
the said trade or business if they are unable to satisfy the
requirenents of the regulatory rules or provisions validly
i ntroduced ; but once it is conceded that regul ation of the
trade and its control are justified in the public interest,
it would not be open to a person who fails to satisfy the
rules or regulations to invoke his fundanental right under
Art. 19(1)(g) and challenge the validity of the regulation
or rule in question. In our opinion, therefore, the
challenge to the validity of the rules on the ground of Art.
19 nust fail
The challenge to the validity of the said rules on the
ground of Art. 14 must also fail, because the classification
of traders made by rr. 18 and 19 is clearly rational and is
f ounded on an intelligible differentia di stingui shing
persons falling under one class fromthose falling under the
other. It is also clear that the differentia has a rationa
relation to the object sought to be achieved by the Act. As
we have already pointed out, the export trade in coir  com
nodi ties disclosed the exi stence of many nal practices which
not only affected the volume of trade but also t he
reputation of Indian traders; and one of the nain reasons
which led to this unfortunate result was that exporters
someti nmes accepted orders far beyond their capacity and that
inevitably led to non-fulfilment of contracts or to supply
of inferior comodities. In
99
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order to remedy this position the trade had to be regulated
and so the intending exporter was required to satisfy the




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

Page 6 of 6

test of the prescribed mninmumcapacity and to establish
the prescribed mininumstatus before his application for
registration is granted. 1In this connection it may also be
relevant to point out that -the rules seem to contenplate
the granting of exenption fromthe operation of sone of the
relevant tests to co-operative societies; and that shows
that the intention of the Legislature is to encourage snal
traders to formco-operative societies and carry on export
trade on behalf of such societies; and so it would not be
possible to accept the argunent that the inmpugned rules
would lead to a nonopoly in the trade. It is thus clear
that the main object which the rules propose to achieve is
to renove the anonalies and nal practices prevailing in the
export trade of coir commpdities and to put the said trade
on a firmand enduring basis in the interest of nationa
econormy. We are, therefore, satisfied that the challenge to
the inpugned rul es-on the ground of infringenment of Art. 14
of the Constitution nmust also fail.
In the result we hold that there is no substance in the
petition.. It accordingly fails and is dismssed with costs.
Petition dism ssed.
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