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ACT:

Constitution | of India 1950 Articles 14 19(1) (9)
Article 31B & Insurance Business (Nationalisation) Act 1972
Sec. 16, Right of Central Covernment frame schenmes under the
Act - Whet her affects fundanent al rights of enpl oyees
conpani es constituted under the Act.

Inclusion of an Act in the N nth Schedule does not
protect order or notifications issued under the said Act.

Schene notified under Sec. 16(1) whether protected.

I ntroduction of reformthrough | egislation-Law need not
have uni versal application-Piecenmeal nmethod of introducing
ref orns- Whet her perm ssible-Statutory provi sion whet her
coul d be struck down on vice of underinclusion

Industrial Disputes Act 1947-Wether applicable to
general insurance comnpanies.

General | nsurance Business (Nationalisation) Act 197
Sec. 16(1)(9).

General |nsurance (Nationalisation and Revision of Pal
Scales And other Conditions of Service of Supervisory
Clerical and Subordinate Staff) Second Amendnent Schene of
1980- Scheme of 1980 relating for revision of pay scal es and
other terns and conditions of service-Wiether ultra vires
Sec. 16(2) and invalid- Wether suffers from vice of
excessi ve del egation of |egislative power.

Admi ni strative Law Del egated | egi slation-Principles of-
Scope of subordinate |egislation .

Interpretation of St at ut es- Confli ct between the
statutes-one special other general-Wiich to prevail-Tests
for determ nation of.

Interpretation of statutes-Not nere exerci se in
semant i cs- Provi si ons conferring or del egati on power -
Constructi on.

253

HEADNOTE

Prior to 1972, there were over 100 | nsurance Conpani es-
Indian and A, foreign. The conditions of service of the
enpl oyees of these compani es were governed by the respective
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contracts of service between the companies and the
enpl oyees. On 13th May 1971, the Governnent of |ndia assuned

managenent of these general insurance conpani es under the
CGeneral |nsurance (Emergency Provisions) Act, 1971. The
General Insurance Busi ness (Nationalisation) Act, 1972

nati onal i sed general insurance business.

Four nerger schemes were framed in 1973 by the Centra
CGovernment in exercise of the powers contained in s. 16(1)
of the Act and four conpanies; oriental Fire and Cenera
I nsurance Conpany, National |nsurance Conpany New India
Assurance Conmpany and United India |Insurance Conmpany Ltd.,
were nerged into and they alone were allowed to carry on the
busi ness of general insurance. These conpanies started
functioning fromlst January, 1973 and the process of nmerger
was conpleted by Ist January, 1974 when the aforesaid four
schenes cane into force

The Government of India by a notification dated 27th
May, 1974, franed a ' schene’ called the CGeneral I|nsurance
(Rationalisation and Revision of Pay Scales and other
Condi tions of Service of Supervi sory, Clerical and
Subordi nate Staff) Schene, 1974 in-exercise of the powers
conferred by s. 16(1)(g) of the Act. This schene provided
for the rationalisation and revision of pay scales and ot her
terns and conditions of ~ service of enployees working in
supervisory, clerical and subordi nate positions and governed
the pay scales, dearness allowance, other  allowances and

other terns and conditions of the general insurance
enpl oyees. Paragraph' 23 of the Schene provided that the new
"scal es of pay’ shall remain in force till Decenber 31, 1976

and thereafter shall continue tobe in force unless nodified
by the Central Governnent.

In 1976, the Board of Directors approved a policy for
promotion. On Ist June, 1976 another -scheme by which
amendnments were nade with regardto Provident Fund, was
i ntroduced. On 30th July 1977, a Scheme anendi ng provi sions
regardi ng sick | eave was also introduced. ' F

The enpl oyees subnmitted a  menorandum objecting to the
revision of pay scales and other conditions of service and
wanted a reference to the Industrial Tribunal. The class |11
and IV enployees however did not -accept the revision of
Servi ce Conditions, pay scales dearness allowance, etc. and
rai sed i ndustri al di sput e. There wer-e conciliation
proceedings and there was failure to bring about am cable
settl enent of disputes.

In 1980, the Governnent i ntroduced the Gener a
I nsurance (Rationalisation and Revision of Pay Scales and
ot her conditions of Service of Supervisory, Cerical and
Subordinate Staff) Second Anendment Scheme, | 1980.  This
Schene which was introduced by a notification  dated
Septenber 30, 1980 nmde detailed provisions as to howthe
adjustrmrent allowance is to be dealt Wth so far as Dearness
Al'l owance, overtine Allowance, Contribution to Provident
Fund and other retirenent benefits were concerned. Paragraph
7 which dealt with "retirenment’ stipulated that an enpl oyee
who was in service of the Corporation before the
254
comencenment of the Schene of 1980 should retire from
service when he attains the age of 60 years, but an
enpl oyee, who joins the service of the Corporation after the
commencement of the Scheme would retire on attaining the age
of 58 years. The Fourth Schedule to the Schene indicated tho
revi sed scal es of pay.

The petitioners in their wit petitions to this Court
contended that the terns and conditions of service
enunci ated in 1974 being a result of bilateral agreenent
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could not be changed wunilaterally to the detrinent of the
enpl oyees and that the notification deprived the rights of
the enployees to receive dearness allowance etc. with the
risein the cost of living index. It was further contended
that the Scheme was violative of s. 16(2) of the Act and
ultra vires Articles 14,19(1)(g) and Article 31(2) of the
Constitution, and that the Constitution 44th amendnment
deleting Articles 31 and 19 cannot save the Schene, since
the anmendnment canme into force only 20th June, 1979, whereas
the inmpugned notification affecting the rights of the
enpl oyees to enmolunents took effect from 1st January, 1979.

The respondents contested the wit petitions on the
ground that s. 16(6) authorised the Central Governnent by
notification, to add, to amend or to vary any schene franed
under s. 16 and consequently rationalisation or revision of
pay scal es was permissible by the 1980 scheme. Mreover in
conpari son Wth other enmployees in governnental or public
sector, the enployees of the general insurance, conpanies
were 'High-wage islanders’ and it was consequently necessary
to put ~a ceiling on their enolunents and other anmenities in
order to facilitate better functioning of the insurance
conpanies as well as to subserve the object and purpose of
the nationalisation policy.

Allowing the wit petitions,
N

HELD: 1. (a) The inmpugned schenme of 1980 is bad as
bei ng beyond the scope of the authority of the Centra

Gover nnent , under t he Gener al | nsur ance Busi ness
(Nationalisation) Act, 1972, and therefore quashed. This,
however, will not prevent the Governnent, if it is so

advised, to franme any -appropriate |egislation or nmake any
appropriate anmendnent giving power to the Central Governnent
to frame any schene as it considers fit and proper. [290G
291A- B]

1. (b) The schene of 1980 so far as it is not related
to the anal gamation or merger of insurance conpanies, i's not
warranted by sub-s. (1) of section 16. The schene is
therefore bad and beyond authority. [278D]

A. V. Nachane & Another v. Union of India~ & Another
[1982] 2 S.C R p. 246, Madan Mhan Pathak v. -Union of India
JUDGVENT:

Corporation of India v. D.J. Bahadur & Ors. [1981] 1 S.CR
p. 1083. referred to.

2. The duty of the Court in interpreting or construing
a provision is to read the section, and understand its
meaning in the context interpretation of 'a provision or
statute is not a nere exercise in semantics but an attenpt
to find out the nmeaning of the |legislation fromthe words
used, understand the context and
255
the purpose of the expressions used and then to construct
the expressions sensibly. [275C D

3 (a) The schene is an exercise or delegated authority.
The scope and ambit of such del egated authority must be so
construed, if possible, as not to make it bad because of the
vice of excessive delegation of legislative power. In order
to nake the power valid, s.16 of the Act should be so
construed in such manner that it does not suffer fromthe
vice of delegation of excessive legislative authority.
[ 275E]

3. (b) Unlimted right of delegation is not inherent in
the legislative power. [275 F]

Gnal i or Rayon Silk Mg. (Wg.) Co. Ltd. v. The Asst.
Conmi ssioner of Sales Tax & Os., [1974] 2 S.C R p. 879,
referred to.
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4. The growth of legislative power of the executive is
a significant devel opnent of the 20th century. The theory of
| ai ssez-faire has been given a go-by and large and
conprehensi ve powers are being assumed by the State with a
viewto inmprove social and economic well being of the
peopl e. Most of the nodern soci oeconom c | egislations passed
by the legislature lay down the guiding principles of the
| egi slative policy. The legislatures, because of linitation
i mposed upon themand the time factor, hardly can go into
the matters in detail. The practice of enmpowering the
executive to make subordi nate legislation within the
prescri bed sphere has evol ved out or practical necessity and
pragmati c needs of the nodern welfare State. [275G 276A]

5. Regardi ng del egated | egislation, the principle which
has been well-established is that the |legislature nust |ay
down the qguidelines,” the principles of policy for the
authority to whompower to make subordinate |legislation is
entrusted. The legitimcy of delegated |egislation depend
upon its ‘'being used as ancillary which the |egislature
considers to be necessary for the purpose of exercising i s

| egi sl ative power ef fectively and conpl etely. The
| egi slature nust retain it its own hand the essentia
| egi slative function whi.ch consists in declaring the

| egi slative policy -and lay down the standard which is to be
enacted into a rule of p law, and what can be delegated is
the task of subordinate |egislation which by its very nature
is ancillary to the statute which delegates the power to
make it effective provided the Ilegislative policy is
enunci ated with sufficient clearness or a standard | aid down
The courts cannot and do not interfere on the discretion and
that wundoubtedly rests with the legislature itself in
determ ning the extent of the delegated power in a
particul ar case. [276B-D

6. The authority and scope for subordinate |egislation
can be read in either of the tw ways; nanely one which
creates wi der delegation and one which restricts that
del egation. [277E]

In the i nstant case, the Act must be read in
conjunction with the Menorandumin C ause No. 16 of the Bil
whi ch introduced the Act in question. But above all, it mnust

be read in conjunction wth sub-section 2 of section 16 of
the Act which clearly indicated the object of framng the
schenme under s. 16(1) of the Act. [277D
256

7. In view of the |anguage of sub-s. (2) of section 16
and the nenorandumto the Bill, the one which restricts the
del egation nmust be preferred to the other. So read, the
authority given under s. 16 under the different clauses of
sub-section (1) nust be to subserve the object as envi saged
in sub-section (2) of section 16 of the Act, and if it is so
read then framing of a scheme for purposes nentioned in
di fferent clauses of sub-section (1) of section 16 nust be
related to the amal gamation or nerger of the insurance
conpani es as envisaged both in the menorandum on del egat ed
| egislation as well as sub-section (2) of section 16. [277F-

€

8. Sonetinmes there have been rise in enolunments with
the rise in the cost of indeed in certain public sector
corporations. The |egislature however is free to recognise
the degree of harm or evil and to nake provisions for the
sanme. In nmeking dissinmlar provisions for one group of
public sector undertakings does not per se nmke a |aw
discrimnatory as such. Courts wll not sit as super-
| egi sl ature and strike down a particular classification on
the ground that any under-inclusion nanmely that some others
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have been | eft untouched so long as there is no violation of
constitutional restraints. [285D E]

9. Piece-neal approach to a general problempernitted
by under-inclusive classifications, is sonmetines justified
when it is considered that legislatures deal wth such
problem wusually on an experinmental basis. It is inpossible

to tell how successful a particular approach m ght be, what
di sl ocation m ght occur, and situation mght develop and
what new evil mghts be generated in the attenpt.

Admi ni strative expedients must be forged and tested.
Legi sl ators recognizing these factors nmight wish to proceed
cautiously, and courts nust allow to do so. [286B-C|

Special Courts Bill [1978] 2 S.C.R p. 476 at pages
540-541, State of GQujarat ~and Anr. v. Shri Anmbica Mlls
Limted Ahnedabad etc. [1974] 3 S.C.R p. 760 and R K. Garg
etc. v. Union of India & Ors. etc., [1982] | S.C R p. 947,
referred to.

Inthe instant case, as there was no industrial dispute
pendi ng, the -ground that the petitioners have been chosen
out of a vast body of worknen to be discrimnated against
and excluded fromthe operation of ‘the Industrial D sputes
Act, is no ground that there has been no violation of
Article 14 of the Constitution. [286D]

10. Differentiationis not always discrimnatory. |If
there is a rational nexus on the basis of which
differentiation has /been made w th the object sought to be
achieved by particular provision, then such differentiation
is not discrimnatory and does not violate the principles of
Article 14 of the Constitution. There is intelligible basis
for differentiation. Wether “the same result or Dbetter
result could have been achieved and better ‘basis of
differentiation evolved is within the domain of |egislature
and nust be left to the w sdomof the |egislature. [288H
289B]

11. Article 14 does not prevent- the Legislature from
introducing a reformi.e. by applying the legislation to
sone institutions or objects or areas only according to the
exi gency of the situation and further classification of
sel ection can be sustained on historical reasons or reasons
of admi nistrative exigency or
257
pi ece-meal method of introducing refornms. The |aw need not
apply to all the A persons in the sense of having a
uni versal application to all persons. A |law can be sustained
if it clears equally with the people of well-defined class-
enpl oyees of | nsurance Compani es as such, and such-a lawis
not open to the charge of denial of equal protection on the
ground that it had not application to other persons. [290E-
Fl

State of Karnataka & Anr. etc. v. Ranganatha Reddy, &
Anr. etc. [1978] | S.C.R p. 641 at pages 672, 676 & 691
referred to

In t he i nst ant case, f or t he pur pose of
rationalisation, the insurance conpanies wanted to curtai
the enolunments of class Ill and class IV enployees on a
smal | scale. 1t cannot therefore be said that there are no

di stingui shing factors and that fol choosing a particular
group for experinment, the respondents should be found guilty
of treating people differently while they are alike in al
materi al respects [288(Q

12. The object of the General Insurance Business
(Nationalisation) Act 1972 is to run t he busi ness
efficiently so that the funds available mnmight be utilised
for socially vi abl e and core projects of nati ona
i mportance. The Nati onal i sed Banks and the Insurance
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Conpani es for the purposes of applicability or otherw se of
the provisions of the |Industrial Disputes Act cannot be
treated as belonging to one class. Historical reasons
provi de an intelligible differenti al di sti ngui shing
Nati onal i sed |nsurance Conpanies from the Nationalised
Banks. The financial resources, structures and functions of
the Banks are different from those of the Insurance
Conpani es. [ 288A- E]

13. The general rule to be followed in case of conflict
between two statutes is that the |ater abrogates the easier
one. A prior social law wuld yield to a later General |aw
if either of these two conditions are satisfied:

(i) The two ale inconsistent with each other and (ii)
there is sone express reference in the later to the earlier
enactment. [282D F]

14. (i) The Legislature  has the undoubted right to
alter a l aw al ready pr omul gat ed t hr ough subsequent
l egislation, (ii) A special law nay be altered, abrogated or
repealed by a later general law by an express provision
(iii) A 'later general law will override a prior special |aw
if the two are so repugnant to each other that they cannot
co-exi st even though no express provision in that behalf is
found in the general law, and (iv) It is only in the absence
of a provision to the contrary and of a clear inconsistency

that a special law wi Il remain wholly unaffected by a | ater
general law. [282G H]
Maxwel | -"Interpretation of Statutes Twelfth Edition pp

196- 198, referred to.

J.K. Cotton Spinning & Waving MIls Co. Ltd. v. State
of UP. & Os. [1961] 3 S.CR'. p. 185 and UP. State
Electricity Board & O's. v. Hari Shanker Jain and Os.
[1979] 1 SSCR p. 355, referred to.

258

15. The CGeneral |Insurance Business (Nationalisation)
Ac; was put in the Ninth Schedule of the Constitution as
I[tem95 on loth August 1975.. If any of the rights of the
petitioners had been affected by the schene of 1980 then
these rights would not enjoy immnity from being scrutinised
simply because the Act under which the schene was franmed had
been put in the Ninth Schedule. In any event any right which
accrued to the persons concerned prior to the placenent of
the Act in the N nth Schedule cannot be retrospectively.
af fected by the inpugned provisions. [284E-QG

Prag lce & Ol MIlls & Anr. etc. v. Union of India,
[1978] 3 SSC R p. 293, referred to

In the instant case, enpowering the CGovernnent to frane
schenes for carrying out the purposes of the Act does not in
any way affect or abridge the fundanental rights of the
petitioners and would not attract Article 19(1)(g). [284H;
285A]

&

ORIG NAL JURI SDICTION: Wit Petition Nos. 5370-74  of
1980

(Under Art. 32 of the Constitution)

M K. Ramamurthi, J. Ramanurthi and Mss R Vaigai for
the petitioners in WPs. 5370-74

R K Garg and V. J. Francis

J. P. Cama & Mukul Mudgal for Intervener in Ws. 5370-
74.

K. Parasaran, Attorney Ceneral, M K. Banerj ee,
Additional Solicitor General, Mss A Subhashini and C. V.
Subba Rao, for the respondent (Union of India)
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P. R Midul, O C Mathur, S. Sukumaran, D. N. Mshra
& Mss Meera Mathur for respondent no. 2 in WPs. 5370-74 &
5434.

Hemant Sharma & Indu Sharma for the respondent in WPs.
5370-74. r. Vineet Kumar, Lalit Bhasin, Vinay Bhasin & M ss
Arshi singh?, for Respondent Nos. 3 to 6 in WPs. 5434 &
5370-74.

Anbri sh Kunar for Intervener in WP. 5370.

Chandi dus Sinha Intervener-in-person in WPs. 5370-74.

The Judgnent of the Court was delivered by
259

SABYASACH MUKHARJI J. These petitions under Article 32
of the Constitution are filed by the enployees of the

CGeneral |nsurance Conpanies and the Al India Insurance
Enpl oyees Associ ation. ~The respondents are, Union of |ndia,
the General |Insurance Corporation of India and four Genera

| nsurance comnpani es.

The petitioners -challenge the Notification dated 30th
Septenber, 1980 of the Mnistry of Finance (Departnent of
Economi ¢ ‘Affairs) (Insurance) introducing what 1is called
General Insurance (Rationalization and Revi sion of Pay
Scal es and other Conditions of Service of Supervisory,
Clerical and Subordinate Staff) Second Anendnent Schenme,
1980 as being illegal and violative of their fundanenta
rights under Articles 14, 19(1)(g) and 31 of the
Constitution of India.

Prior to 1972, there were 106 General |nsurance
conpani es I ndian and foreign. Conditions of service of these
enpl oyees were D, governed by the respective contracts of
service between the companies and the enployees. On 13th
May, 1971, the Governnent of India assuned managenent of the
general insurance conpanies under the General Insurance
(Energency Provisions) Act, 1972. The general insurance
busi ness was nationalised by the General |nsurance Business
(Nationalisation) Act, 1972 (Act 57 of 1972). The preanble
of the Act explains the purpose of the Act as to provide for
the acquisition and transfer of (shares of Indian i'nsurance
conpani es and undertakings of other insurers in‘order to
serve better the needs of econony in securing devel opnent of

general insurance business in the best interest” of the
conmunity and to ensure that the operation of the econonmic
system does not result in the concentration of wealth to the
conmmon detrinent, for the regulation and control of such
busi ness and for matters connected therewith or incidenta
t her et o.

Act 57 of 1972, by Section 2, declared that it was for
giving effect to the policy of the State towards securing
the principles specified in clause (c) of Article 39 of the
Constitution. Under Section 3(a) of the Act,  'acquiring
conpany’ has been defined as any Indian insurance conpany
and, where a scheme had been franed involving the nerger of
one or nore insurance conpanies in another or amal ganation
of two or nore such conpanies, means the Indian insurance
conpany in which any other conpany has
260
been nerged or the conpany which has been framed as a result
of . the anaml gamati on

Section 4 provides that on the appointed day all the
shares in the capital of every Indian insurance conpany
shall be transferred to and vested in the Central Governnent
free of all trusts, liabilities and encunbrances-affecting
t hese.

Section S provides for transfer of the undertakings of
other existing insurers. Section 6 provides for the effect
of transfer of undertakings. Section 8 provides for the
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Provi dent Fund, superannuation, welfare or any other fund
existing. Section 9 stipulates that Central Governnent
shall form a Government conpany in accordance wth the
provi sions of the Conpanies Act, to be known as the Genera
I nsurance Corporation of India for the pur pose of
superintending, controlling and carrying on the business of
general insurance. Section 10 stipulates that all shares in
the capital of every Indian insurance conpany which shal
stand transferred to and vested in the Central Governnent by
virtue of Section 4 shall inmediately after such vesting,
stand transferred to and vested in to Corporation
Chapter IV deals with the anobunts to be paid for
acquisition and as such we are not concerned in this case
with that chapter in view of the controversy involved.
Chapter V of the ~aforesaid Act deals with "Schenme for
reor gani sati on of general insurance business" Section 16 and
17 of the Act in this chapter are as follows:
"16. (1) I1f the Central Governnment is of opinion
that for ~the nmore efficient carrying on of genera
i nsurance business it is necessary so to do, it may, by
notification, frame _one or nore schenmes providing for
all or any of the following matters:
(a) the merger in one Indian insurance conpany of any
ot her Indi'an insurance company, or the formation
of a new conpany by the analganation of two or

nore . |ndi;an i nsurance conpani es;

(b) the transfer to and vesting in- the acquiring
conpany of \ the wundertaking (including all its
busi ness, properties,

261
assets and |iabilities) of any Indian ‘insurance
conpany whi ch ceases to exist by reason of the
scherne;

(c) the constitution, nane-and registered office and
the capital structure of the acquiring conpany and
the i ssue and al |l ot nent of shares;

(d) the constitution of a board of managenent by what
ever nane called for the nmanagenent of the
acqui ri ng conpany;

(e) the alteration of the nmenorandum and articles of
association of the acquiring conmpany - for such
pur poses as may be necessary to give effect to the
schene,

(f) the continuance in the acquiring conpany of the
services of all officers and other _enployees of
the Indian insurance conpany which has ceased to
exi st by reason of the scheme, on the same terns
and conditions which they were getting or, as the
case my be, by whi ch they were gover ned
i medi ately before the comencenent of the scheng;

(9) the rationalisation or revision of pay scales and
other ternms and conditions of service of officers
and ot her enpl oyees wherever necessary;

(h) the transfer to the acquiring conpany of the
provi dent, superannuation, welfare and other funds
relating to the officers and other enployees of
the Indian insurance conpany which has ceased to
exi st by reason of the schene;

(i) the continuance by or against the acquiring
conpany of |egal proceedi ngs pending by or against
any Indian insurance conpany which has ceased to
exi st by reason of the schene, and the initiation
of such |egal proceedings, civil or crimnal, as
the Indian insurance conpany might have initiated
if it had not ceased to exist;
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() such incidental, consequential and suppl enenta

nmatters as are necessary to give full effect to

t he schene.

262

(2) In framng schenes under sub-section (1), the
object of the Central CGovernnent shall be to ensure
that ultimtely there are only f our conpani es
(excluding the Corporation) in existence and that they
are so situate as to render their conbined services
effective in all parts of India.

(3) Where a schene under sub-section (1) provides
for the transfer of any property or liabilities, than
by virtue of the schene, the property shall stand
transferred to and vested in, and those liabilities
shall be transferred to and be cone the liabilities of
the acquiring conpany.

(4) If the rationalization or revision of any pay
scales or other terms and conditions of service under
any schene is not acceptable to any officer or other
enpl'oyee, the acquiring conpany nay ternmnate his
enployment by giving him conpensation equivalent to
three nonths renuneration, wunless the contract of
service with such enployee provides for a shorter
noti ce of terni'nation.

Expl anation. ~The conpensation payabl e to an
of ficer or other enployee under this sub-section shal
be in addition to, and shall not affect, any pension
gratuity, provident fund of other benefit to which the
enpl oyee may be entitled under his contract of service.

(5) Notw thstanding anything contained in the
Industrial Disputes Act, 1947 or in any other |aw for
the time being in force, the transfer of the services
of any officer or other enployee of an |Indian insurance
conpany to the acquiring conpany shall not entitle any
such officer or other enployee to any conpensation
under that Act or other |aw,_-and no such claim shal
be entertained. by any court, tribunal or other
aut hority.

(6) The Central Governnent nmmy, by notification
add to, anend or vary any schene framed under this
secti on.

(7) The provisions of this section and of  any
schene. framed under it shal | have ef f ect
notw t hstandi ng anything to the contrary contained in
any ot her law or any agreenent, ~award or -~ other
instrument for the tinme being in force.

263

17. A copy of every schene and every amendnent
thereto framed under section 16 shall be laid, as soon
as may be after it is nade, before each house of
Parliament."

The object of any scheme under this chapter, according
to the petitioners, was clear fromthe main part of Section
16(1) of the said Act, i.e. a schenme made under this chapter
was only for the purpose of providing for the nerger  of
I ndi an i nsurance conpanies, and this was nade clear by
Section 16(2) of the Act. Section 16(4) of the said Act, it
was contend on behalf of the petitioners, inplied that any
schene of rationalization or revision of pay scales and
other terns could only be in the context of nerger and
amal gamation of a one or nore of the conpanies. In this

connection nention was made in the petition of the
“"Menorandum regardi ng del egated | egislation" submitted to
the Parliament along with the General Insurance Business

(Nationalisation) Bill, 1972 (Bill No. 60 of 1972), which
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| ater becane the aforesaid Act. It was nmde explicit,
according to the petitioners, that clause 16 of the Bill
| ater Section 16 of the Act "enpowers the Central Governnent
to frame one or nore schemes for the . merger of one Indian
i nsurance conpany wth another or for the amal gamati on of
the two or nore Indian insurance conpanies and for matter
consequential to such nerger or amal gamation, as the case
mght be." It was in the aforesaid context of nmerger of
conpani es that Section 16(1)(g) provided for rationalisation
and revision of pay scales and other terns and conditions of
service of officers and ot her enpl oyees wherever necessary.

In exercise of the powers contained in the aforesaid
Section] 6(1) of the said Act, four nerger schenes were
franed in 1973 by the Central Government and the four
conpani es, oriental Fire and General |nsurance Conpany
Ltd., National Insurance Conpany Ltd., New India Assurance
Conpany Ltd., and-United India |Insurance Conmpany Ltd., into
one or the other ~of which 'several general insurance
conpanies in the country were nerged, were alone allowed to
carry on ' the business of general insurance. The preanble of
the schene, called the New India Assurance Conpany Limted
(Merger) Scherne, 1973, had stated that the Centra
CGovernment was of the opinion that for the nore efficient
carrying on of the general insurance business, it was
necessary to frame scheme for the nerger of certain Indian
I nsurance conpanies /in the New India Assurance Conpany
Limted. The preanbles of the nmerger schemes in respect of
the other three conpanies were on simlar
264
lines. These four conpanies are subsidiaries of the Genera
I nsurance Corporation of India. The conpanies started
functioning from 1st January, 1973 and the process of merger
of the wvarious conpanies into one of the other four
conpani es was conpleted by | st January, 1974, when the said
four schemes cane into force. The said schenes provided for
the transfer of officers and enployees of the nmerged
conpanies to the transferee Conpany. The nenorandum and the
articles of association of the four Conpanies were also
suitably altered by the said schenes. Thereafter there had
been no nerger or amal gamati on of any insurance conpany. The
petitioners stated that there had been no reorgani sation of
general insurance business either. This position is not in
di spute.

By a notification dated 27th May, 1974, the Mnistry of
Fi nance (Department of Revenue and |nsurance CGovernment of

India, framed a ’'schenme’ <called the General Insurance
(Nationalisation and Revision of Pay Scales ~and other
Condi tions of Service of Super vi sory, Clerical and

Subordi nate Staff) Schene, }974, and the preanble of the
schenme stated that "whereas the Central CGovernnent is of the
opinion that for the nore efficient carrying on- genera
i nsurance business, it is necessary to do", therefore, in
exerci se of the powers conferred by Section 16(1)(g) of the
af oresaid Act, the Central Covernnent franed the 'schene’ to
provide for the rationalisation and revision of pay scales
and other terms and condition of service of enployees
working in supervisory, clerical and subordinate position
under the insurers. The said schene governed the pay scal es,
dearness all owance, other allowances and other terns. and
conditions of the general insurance enpl oyees.

It dealt, inter alia, wth nature and hours of work,
fixation, retirenent, provident fund and gratuity. Paragraph
23 of the 1974. schene provided that the 'New scal es of pay’
shall remain in force initially upto and inclusive of 31st
Decenber, 1976 and thereafter. shall continue to be in force
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unless nodified by the Central Governnent. The schene was
franed after negotiations with the parties concerned. The
petitioners further state that the schene was purported to
have been nade under Section 1611)(g) of the said Act and it
was treated as one nmde under Section 16(1) as part of the
four merger schemes. The petitioners state that otherw se,
it would have been invalid.

The petitioners further state that the enpl oyees of the
i nsu-
265
rance comnpanies serving throughout the country were,
however, subsequently not satisfied wth the pay scales,
dearness al l omwance, other terns and conditions available to

them on account of several . factors. Through their
associ ations, they submtted their charters of denmands to
the General |Insurance Corporation of India in 1977 for the

revi sion of terns and conditions of their service.
Negoti ations were hel d between the managenent and the unions
for the wupward revision but according to the petitioners,
not hi ng  happened.~ | ndustrial dispute was raised between the
managenent of General |nsurance Corporation of India and the
class Il and IV enpl oyees. On the demand of revision of pay
scal es, dearness allowance and ot her all owances and service
conditions. The Chi ef ~ Labour Conmi ssi oner (Central),
Government of India, Mnistry of Labour, /issued conciliation
notice dated 11th Septenber, 1980 wunder " the Industria
Di sputes Act, 1947 to the Chairnman of the General I|nsurance
Corporation and the general secretaries of ‘the enployees’
associ ations. There were several neetings. It was decided,
according to the petitioners,  that in the nmeanwhile unti

the talks were resuned the enployees would not ‘resort to
strike. There was representation to the respondents not to
change the conditions of service pending  the conciliation
proceedings. It 1is not necessary to refer in detail to al

these, which have been set out in the petition. But nothing
fruitful happened. The Labour Conmi ssi oner in the
circunstances sent a failure report under the Industria
Di sputes Act, 1947 to the Secretary, Governnent of India,
M nistry of Labour, stating that there was failure to bring

about amicable settlenent of di sputes. The petitioners
contend that no further action was taken and according to
themthe conciliation proceedi ngs were still pending. This,

however, is not accepted by the respondents, according to
whom there was failure report and the conciliation

pr oceedi ngs ended thereafter. The schene nenti oned
her ei nbefore, which is under chal | enge was i ssued
thereafter. W will have to deal wth the scheme in great

detail as the sane is the subject matter of challenge is
these petitions under Article 32 of the Constitution

After the 1974 schene, in 1976, the Board of Directors
approved of pronotion policy. On 1st June, 1976 another
scheme by which there were anmendments wth regard to
Provi dent Fund, was introduced. As nentioned before in 1977,
maj or uni ons submtted charters of demands to the respondent
No. 2, seeking revision inthe terns and conditions  of
service of the enployees with retrospective
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effect. Between 10th March, 1977 to 30th March, 1977,
menor andum was addressed by the enployees of all India

Associ ation to the Union Finance Mnister.

In the nmenorandum addressed, it was stated that in the
normal circunmstances on the expiry of the prescribed period
of operation of an agreenment, settlenment of award, the
unions usually subnmitted charters of demands and the said
charters of demands were settled either through nutua
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negotiations or as a result of award of an industria
tribunal, built as the pay scales and other conditions of
service of the enployees in general insurance industry were,
however, governed by a schene or scherme to be formul ated by
the Central Governnent and it was the Central Governnent
whi ch coul d anend these, the unions submitted that there was
justification for nmmking upward revision the schene and
shifting the base years from 1960 to 1970-71 for the purpose
of prescribing pay scales. This point was stressed by
counsel appearing for the General |Insurance Conmpany, in
order to enphasis that the wunions always accepted the
position prior to the present petitioner that the governnent
had the power to anend or make further schenmes under the
provisions of the Nationalisation Act. On 30 July, 1977
scheme anmending the provisions regarding sick |eave was
introduced. In . 1978 Pronotion Policy was revised by
General Insurance Conpany. Between 1979-80 there were
di scussi ons between the nanagenment of the Corporation and
the representatives of the Trade Unions which were held on
8th, 9th, 10th October, 1979, 7th, 8th, 9th, April, 1980,
12th and 13th-June and 1st August 1980. The nanagenent of
the Corporation after several rounds of discussions with the
Uni ons sought to narrow down the area of differences and
submitted to the Governnent the demands made by the Unions
and the nmanagenents recomendations. The CGeneral |nsurance
Corporation subnmtted before us that the Central Governnent
after finally considering the demands and recomendati ons of
the managenment of the Corporation franed and notified the
schenme under chall enge on 30th Septenber, 1980.

It was contended on behalf of the petitioners that the
said notification had been issued by the Governnent suddenly
and wunilaterally, wi t hout any notice to the parties
concerned. The enpl oyees were taken unawares. It was
contended that fromthe provisions of the said notification
the service conditions of the enployees including the
petitioners enpl oyees, particularly with regard
267
to dearness all owance, stagnation increnents, retirenent age
and other increments had become worse than before and
detrimental to the enployees. Wile the enployees were
eagerly awaiting inmprovenent in their service conditions,
this notification had wunilaterally altered the service
conditions to their prejudice petitioners in their petitions

had alleged certain facts by certain illustrations, which
according to them indicated that enployees had  been
affected adversely, inter alia, in gross starting salary of

di fferent group of enployees, salary on confirmtion of
assistants who are graduates etc. It was further stated that
retirement age was 60 years for all the enpl oyees under the
1974 schenme. But under the new schene, retirenent age was
reduced to 58 years for enployees joining on or after | st
January, 1979. Clause 7 of the inmpugned notification
prescribed different ages of retirement, though t he
enpl oyees were of the same class and simlarly situated
according to the petitioners. Para 12(1) of the inpugned
schene - provided that an enpl oyee who was in service before
the commencenent of the said schene would retire at the age
of 60 years but provided that an enployee joining the
service on or after the comrencenent of the said schene
would retire fromservice on attaining the age of 58 years.
This was discrimnatory, according to the petitioners, being
violative of Article 14 of the Constitution.

It was further alleged that stagnation increnments that
is increnments after reaching the maxi mum of the grade to al
cadres up to maximum of 3 for every two years of service
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were given before, but now under the present notification
clause S substituted paragraph 7 and provided for no
stagnati on increnent except only one increnent for two years
to the enployees in record clerk cadre. Previously, there
was no maximumlimt on salary. Now maximumlimt was fixed
at Rs. 2750. Earlier, according to the petitioners, House
Rent Allowance was given to all enployees irrespective of
Havi ng official accommodation, under the new schene, house
rent ; allowance was w thdrawn for enpl oyees having officia
accommodati on. Earned | eave earlier could have been
accunul ated upto 180 days, but the new schene |limted the
accunul ati on of earned | eave upto 180 days tor the enpl oyees
retiring at the age of 58 years and 120 days for the
enpl oyees retiring at the age of 60 years. It was stated in
the petitions that this had substantially reduced the
emol uments of the general —insurance enpl oyees, and it had
adversely affected the enpl oyees throughout the country.
268

The main- ground of the challenge is that the inpugned
notificationis illegal as the Central Government has no
power to issue it under Section 16 of the said Act and such
as the notification framng the present "schene" is ultra
vires Section 16(1)  of the General |nsurance Business
(Nationalisation) Act 1972. According to the petitioners,
once the nmerger of the insurance conpanies took place and
the process of reorganisation was conplete on 1lst January,
1974 as nmentioned before by formng the four insurance
conpani es by the four schemes already framed in 1973, there
could be no further schenes except in connection wth
further reorgani sation of general insurance business and the
nerger of nore. insurance conpanies as mentioned in sub-
section (1) of Section 16 of the said Act. By the present
al l eged schene there was no nerger or reorganisation
contenpl ated, unlike 1974 schene, according to the
petitioners. The petitioners contend that nmerely making
amendment to the terms and conditions of service of the
enpl oyees unconnected w th or not necessitated by the
reorgani sati on of the. business or nerger or amal gamati on of
the companies would not fall within Section 16(21)(g) of the
Act. According to the petitioners, the only properly called
schenmes sanctioned under Section 16(1) are those four
nmer ger schemes of 1973 as woul d be evident fromthe preanble
to the Act.

The petitioners further contend that under the Ilife
I nsurance Corporation Act, Banking Conpanies Act. etc. there
wer e power to frane regul ati ons i ndependent |y of
reorgani sation. But there is no such power, according to the
petitioners, under the Gener al I nsur ance Busi ness
(Nationalisation) Act, 1972. The said notification therefore
is without the authority of law It is, further, submitted.
that the present service conditions of the “enployees
unrelated to reorganisation of general insurance business
nmerger or amal gamation of insurance companies, could not
formpart of any scheme or notification under section 16 of
the aforesaid Act. Section 16(7) of the Act would not cone
into play and the provisions or the Industrial disputes Act,
1947 including section 94 were applicable to the genera
i nsurance industry. Therefore if the conmpanies wanted to
change the service condition of their enployees affecting
them adversely, they should have given, the petitioners
contend, notice of changes under section 9A of the
Industrial Disputes Act, 1947, negotiated with the enpl oyees
and arrived at sone settlenent or had the dispute
adj udi cated upon wunder the said Act. Since. this has not
been done, particularly when the conciliation proceed-
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ings were still pending in the absence of Governnent’s
acknow edgenent of failure report of the conciliation
officer, the action of the Governnent in issuing the
unil ateral notification is bad in law It is submtted
further that inmpugned notification is wultra vires being
violative of Article 14 of the Constitution because it
di scri m nated bet ween enpl oyees simlarly si tuated,
particularly in the mtter of dearness allowance and
retirement age.

The petitioners contend that wunder the Sick Textile
Undert aki ngs (Nationalisation) Act, 1974, the Coking Coa
M nes (Nationalisation) ‘Act, 1972 etc., separate conpanies
had been forned on nationalisation. The enpl oyees of those
conpanies were entitled to have their service conditions
regul ated wunder Industrial Disputes Act, 1947. In the
present case, the  enployees have been deprived of the
exi sting benefits wi t hout fol I owi ng the pr ocedur es
prescribed under the Industrial D sputes Act, 1947.
Therefore. there was discrimnation and violation of article
14 of the Constitution. The petitioners therefore contend
that the terns and conditions of service enunciated in 1974
being as a result of bilateral agreenent, could not be
changed unilaterally, to the detrinment of the enployees’
fundanental rights/'to carry on their enploynment for gain and
as such violative of article 19(1) (g) of the Constitution.
It is stated that the notification wasillegal, being ultra
vires section 16 'of the Act. Since, according to the
petitioners, such notification deprived the rights of the
enpl oyees to receive dearness allowance etc. with the rise
inthe cost of living index wthout any Ilimt, it is
deprivation of property without providing for conpensation
and is thus also violative of _article 31(2) of the
Constitution. The petitioners, further,  contend that the
Constitution 44th amendnent deleting 1 Articles 31 and 19(1)
(f) cannot save the scheme since that Amendnent cane into
force only on 20th June, 1979, whereas the /inpugned
notification affecting the rights of the enployees to
emol unments takes effect from 1st . January, 1979. It was
further urged that the protection of —article 31 read with
Ninth Schedule of the Constitution was not available to any
schene or notification nmuch less the present one, ~ The
present notification, accordi ng to the petitioners,
di sregarded the directive principles enunciated in Article
43 of the Constitution. The petitioners therefore ask for
guashing the said notification by these petitions under
Article 32 of the Constitution

The second batch of Wit applications (Wit Petition
Nos. 5434-37 of 1980) are on behal f of the enpl oyees as well
as the
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CGeneral | nsurance Enployees Al India Association chall enge
the - schene of 1980 nore or less on the sane though not

i dentical grounds nentioned in Wit Petition Nos. 5370-74 of
1980. Interim order was passed in the said application
regardi ng paynent of dearness all owance as woul d appear from
the Court’s order dated 25.8.1981. In the said order
directions were given for paynent of dearness allowance
payabl e under the old schene fromthe begi nning of 1981 with
quarter April, as well as quarter beginning fromJuly, 1981
within certain time nentioned in the said order. It was
further, directed that subsequent dearness allowances wl|l
be paid in accordance with the directions to be given at the
time of disposal of these wit applications.

In the Wit Petitions Nos. 5370-74 of 1980, there is a
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petition on behalf of Al India National General I|nsurance
Enpl oyees Association for intervention. |t represents a
Trade Union of workmen working in the offices of Cenera
I nsurance Corporation of |India, Bonbay as well as its
subsi di aries. They, inter alia, allege that the nmain

petitions have challenged the schene of 1980 on purely
techni cal grounds and though it would be correct to say that
the schene of 1980 does not neet the aspirations of the
workers wholly as reflected in the various charters of
demands subrmitted to the nanagenment, they are of the opinion
that the same is not conpletely bereft of any nerit so that
the same may be quashed by this Court. They nmentioned
certain additional benefits available in the said schene of
1980 in paragraphs 15, 16, 17, 18 and 19 of the said
application. . They therefore claimright to intervene in
the said Wit application Nos. 5370-74 of 1980. There is
al so an application by Senior-Assistants of the New I ndia
Assur ance Conpany Ltd. and National Confederation of Genera
I nsurance Enployees, represented by its Vice-president under
order XLVI1~ Rule 6 of the Supreme Court Rules of 1966
praying, for —permission to intervene in these petitions.
Upon this an interimorder was passed on 24.10. 1580 staying
the operation of the  schenme (operation of the Notification
dated 30th Septenber, 1980) and notice  was issued in the
stay application.

Al these will be disposed of by this judgnent.

It will, therefore, be necessary, before we exam ne the
contentions raised in these petitions, to briefly consider
the schene of 1980.. As mentioned before, this scheme is
call ed the CGeneral I|nsurance
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(Rationalisation and Revision of Pay Scales and other
Condi tions of Service of Super vi sory, Cerical and

Subordi nate Staff) Second Anendrment Scheme, 1980. Sone new
definitions have been provi ded by paragraph 2 of 1980 schemne
whi ch included the nmeaning of the ' Conpany’ and under the
schene it nentioned that the "Conmpany’ woul d nmean the four
nati onal i sed conpani es, National lnsurance Conpany Limted,
the New India Assurance Conpany Limited, the oriental Fire
and CGeneral |Insurance Conpany Limted and the United India
I nsurance Conpany Limited. Sub paragraph (ii) of paragraph 2
of the said schene defines ’'Net nmonthly emoluments’ . By sub-
paragraph (ii), the amended definition of ’'Revised terns’,
(Revised Scales of Pay) was inserted. By paragraph 3,
adjustrment of pay was stipulated on the comnginto effect
of operation of 1980 scherme. How the basic pay is to be
fixed is provided by 1980 schene. |t also makes detailed
provisions as to how the adjustment allowance is to be dealt
with so far as Dearness Allowance, overtinme  allowance,
Contribution to Provident Fund and other retirenent benefits
are concerned. Paragraph 5 deals with the ’'lncrenents.
Paragraph 6 deals with Earned Leave and ot her Encasenent of
| eave at the tine of retirement and death. Paragraph 7 deals
with 'Retirement’ and stipulates that an enpl oyee who was
in service of the Corporation before the comencenent of the
scheme of 1980 should retire from service when he attains
the age of 60 years. But an enpl oyee, who joins the service
of the Corporation after the comencenents of the schene
will retire on his attaining the age of 58 years. It further
stipul ates that an enmpl oyee would retire on the afternoon of
the last day of the nonth in which he attains the age of 60
years or 58 years as the case might be. Cause 8 deals with
"Gratuity’. Cause 10 provides the duration of revised terns
and stipulates that the revised terns should be continued to
be in force unless nodified by the Central Government. Then
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the Second Schedul e of 1974 scheme which dealt with
Travelling Al lowance category, Travel by Road and different
al  owances for the same, transfer grant were anended and the
new Fourth Schedul e included scales of pay to be fixed, on
the revised scal es of pay indicated therein.

It is not necessary to set out further details of the
actual provisions of 1980 schene. Wile on behalf of the
petitioners, it was contended that the revised scal es of pay
and the terns included therein were highly detrinental to
t he enpl oyees concerned, on the other hand, it was contended
on behalf of the Union of India as well
272
as the General |nsurance  Conpany that on the whole, the
revi sed scal es of pay provided for better pay and al | owances
and better opportunities to the enpl oyees concerned. One of.
the intervener wunions also states that the 1980 schene is
not completely devoid of Merit. Parties have taken us
through'in detail by help of ‘charts and other figures in
support of the respective cases and contentions. It is not
necessary, in view of the nature of the contentions raised
before us, to express any opinion on the nerits or denerits
of the rival contentions of the parties in respect of the
details of either or both the schenes. It may, however, be
stated that there has been a ceiling on increase of pay
automatically with’ the increase of the rise in the cost of
i ndex. The respondents, nanely, the union of India as well

as the General | I nsurance Conpany, ~ contended that in
conparison with other enployees is governnmental sectors or
public sectors, the enployees of  the general insurance

conpani es were ' H gh wage islanders’ and it was necessary to
put a ceiling on the enolunents and other anenities in order
to facilitate better functioning of the insurance conpanies
concerned as well as subserve the object and purpose of the
nati onal i sation policy. The various detailed itens of the
schene of 1974 and 1980 have to be viewed in this
backgr ound.

The-basic and, in our opinion, the nmain questions are-
has the Governnent and the respondents power in law to
i ntroduce the 1980 scheme and if they have that power, have
they exercised that power in any -arbitrary -and whinsical
manner to deny to the petitioners any of the fundanmental
rights and whether the petitioners have been discrim nated
agai nst? These, therefore, are the questions and it is not
necessary, in our opinion, to detain ourselves w th |engthy
extracts from the schene of 1974 and 1980 .to exani ne which
is better or which is detrinmental and if so, to what extent.
On these, there will be and are divergent views.

The scheme of 1980 has been framed by the Centra
Government under the authority given to it by the Act under
CGeneral | nsurance Business (Nationalisation) Act, 1972. The
scope of that authority has, therefore, to be found under
Chapter V containing Sections 16 & 17 of the Act. W have
set out hereinbefore the terns of Sections 16 & 17. Sub-
section (1) of Section 16 authorises the Central Governnent,
if it is of the opinion that "for the nore efficient
carrying on of general insurance business, it is necessary
to do so, nay, by notification, frane one or nore schenes"
providin for
273
all or any of the matters enunerated in the different
clauses of Section 16(1) of the said Act, and the matters
have been set out in the different clauses of the said sub-
section. For the present purpose, clause (g) is relevant,
whi ch gives authority to the Central Covernment to frame
schene for rationalisation or revision of pay scales and




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

Page 17 of 29

other terms and conditions of service of officers and other
enpl oyees wherever necessary. Clause (j) of the said sub-
section gives authority to the Central Governnent also to
frame scheme for such i nci dental, consequenti al and
suppl enental matters as are necessary to give full effect to
the schene. Therefore, the question that is necessary for
this purpose to determne, is, whether the power given to
the Central Governnent by clause (g) for the rationalisation
or revision of pay scales and other terms and conditions of
service a of officers and other enployees, wherever
necessary can be said to authorise the Central Government to
frane the present scheme wunder consideration. This nust be
judged in conjunction with sub-section (6) of Section-16
whi ch aut hori ses the Central Governnment, by notification, to
add, to anend or to vary any schene framed under section 16.
The point at issue, is, whether rationalisation or revision
of pay scales and other terns and conditions of service of
of ficers and ot her ~ enpl oyees wher ever necessary can
aut horise the  Central Government to frame schene |ike the
schenme of 1980, which is unconnected wth or unrelated to
the merger _of one Indianinsurance  conpany wth another
i nsurance conpany or the formation of a new conpany by the
amal gamation of two or nore Indian insurance conpanies. In
order to find that out, it 1is necessary to read the
provisions of this Act as a whole. Primarily, if the words
are intelligible and can be given full neaning, we shoul d.
not cut down their anplitude. Secondly, the purpose or
obj ect of the confernent of the power nust be borne in mnd

The first indication of the said object in this case, as is
often in simlar statutes, can be gathered fromthe preanble
to the Act. We have noticed the preanble of the present Act.
This preanble has also to be read in the light of sub-
section (2) of Section 16 which provides that the object of
the Central Governnent in framng the ~schenes under. sub-
section (1) was to give authority to the Central Governnent
to frame schemes, to ensure that ultimately there are only
four insurance conpanies (excluding the Corporation) in
exi stence and that they are so situate as to render their
conbi ned services effective in all parts of India/ Sub-
section (2), therefore, to a large extent circunscribes the
anplitude of the power given under  sub-section (1)  of
Section 16 of the Act As framng of the scheme is an
exerci se of the del egated
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authority by the Central Covernment, ~the menorandum
regardi ng del egated Ilegislation submtted to the Parlianent
along with the General insurance Business (Nationalisation)
Bill, 1972 will provide. some guidance also. As we  have
noticed that clause 16 of the said Bill which later on
becamre Section 16 of the Act explained the need for
del egated authority and stated the object as 'to frane one
or nore scheme for the nmnerger of one Indian insurance
conpany with another or for the amal gamati on of the two or
nore insurance conpanies and for matters consequential to
such nerger or anal gamation as the case mght be’ . Bearing
in mnd that this is a delegated |egislation and keeping in
mnd that the authority to frame the schene nust be found
within the object of the power given under Chapter V of the
Act and reading the entire connected provisions together, it
appears to us, that the only authority or power to frame
schene given was for the purpose of nerger of one Indian
i nsurance conpany wth another for amal gamation of two or
nor e I ndi an i nsurance conpani es and for matters
consequential to such nerger or amalgamation as the case
m ght be. Any scheme though, it might come within the wde
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expressions used in sub-section (6) or Section 16 as well as
clause (g) or clause (j) of sub-section (1) of Section 16
which is wunrelated to or unconnected with the amal gamation
of the i nsurance conpanies or nerger consequent upon
national i sati on woul d be beyond the authority of the Centra

CGovernment. This has to be so if read in conjunction with
sub-section (2) of Section 16 of the Act. It is evident from
the schene of 1980 that it is not connected with or is not
for the purpose to ensure that wultimately there are only
four insurance compani es existing and they are so situate as
to render conbi ned services effective in all parts of India.

It is true that subsequent to the nerger of the four
i nsurance conpanies, schene as indicated herein-hbefore,

dealing with Provident Fund, Gatuity etc. have been franmed

but these, in our opinion, are irrelevant when judging the
guestion of the authority to frame a particul ar scheme which
is inpugned. It is alsotrue that the schene of 1974 so far

as pay - scale was concerned as indicated in the schenme as we
have set ~out herein-before provided that the schene would
remain in forceinitially for a period upto 31st Decenber,
1976 and thereafter shall  continue'to be in force unless
nodi fied by the Central Governnment. It is also true that the
enpl oyees t henmsel ves, ~ as indicated herein-before, wanted
revision of pay scales -and claimed through their numerous
charters of demands anending or fram ng of .a fresh schene by
the Government on the basis that the  Central Governnent
al one had the authority to frame the schene under the Act.
Certai n anbunt of revision of pay scale and other terns and
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conditions becone inevitable from time to tine in al
runni ng business or admnistrations. Cause (g)  of sub-
section (1) of Section 16 authorises the Central Governnent
to frame scheme for rationalisation and revision of pay
scales and other terms and conditions of services of
officers and other enployees wherever necessary. But it is
evident that the schene of 1980 inpugned in these petitions
is not related to the object envisaged in sub-section (2) of
Section 16 of the Act. In order to be warranted by the
obj ect of del egated Legislation as explained in the
menorandumto the Bill which incorporated Section 16 of the
Act, read with the preanble of the Act, wunless it can be
said that the schene is related to sub-section (2) of
Section 16 of the Act, it would be an exercise of power
beyond del egation. The duty of the Court in interpreting or
construing a provision is to read the section, and
understand its neaning in the context. Interpretation of a
provision or statute is not a mere exercise in semantics but
an attenpt to find out the nmeaning of the |egislation from
the words used, understand the context and the purpose of
the expressions wused and then to construe the expressions
sensi bl y.

There is another aspect which has to be kept in mnd
The scheme is an exercise of delegated authority. The scope
and anmbit of such del egated authority must be so construed,
if possible, as not to make it bad because of the vice of
excessi ve del egation of |egislative power. In order to make
the power wvalid, we should so construe the power, if
possi bl e, given wunder Section 16 of the Act in such nanner
that is does not suffer from the vice of delegation of
excessive legislative authority.

It is well-settled that unlimted right of delegation
is not inherent in the legislative power itself. This Court
has reiterated the aforesaid principle in Gwvlior Rayon Silk
Mg. (Wg.) Co. Ltd. v. The Asstt. Commi ssioner of Sales Tax
& Os. The growth of Legislative power of the executive is a
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significant devel opnent of the 20th century. The theory is
i ai ssez-faire has been given a go-by and large and
conprehensi ve powers are being assunmed by the State with a
view of inmprove social and economic well-being of the
peopl e. Most of the nodern soci oeconom c | egislations passed
by the Ilegislature lay down the guiding principles of the
Legi sl ative policy. The legislatures, because of lintation
i mposed upon them
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and the time factor, hardly can go into the matters in
detail. The practice of enmpowering the executive to make

subordinate legislation wthin he prescribed sphere has
evol ved out of practical  necessity and pragnatic needs of
the nodern welfare State

Regardi ng del egated legislation, the principle which
has been well-establishedis that |egislature nust |ay down
the guidelines, the principles. of policy for the authority
to whom power to make subordinate | egislation is entrusted.
The legitimacy of delegated I|egislation depends wupon its
bei ng used ~as ancillary which the |egislature considers to
be necessary for the purpose of exercising its |egislature
power effectively and conpletely. The legislature nust
retain in its owmm hand the essential |egislative function
whi ch consists in declaring the |legislative policy and |ay
down the standard which is to be enacted into a rule of |aw,
and what can be delegated is the task of subordinate
| egi sl ation which by very nature is ancillary to the statute
whi ch del egates the power to make it effective provided the
| egislative policy ‘is enunciated wth sufficient clearness
a standard |l aid down. The courts cannot and do not interfere
on the di scretion that undoubtedly rests with the
| egislature itself in determning the extent of the
del egated power in a particular case. It is true that in
this case under Section 16(1)(g), ~rationalisation or
revision of pay scales and other terns and conditions of
service of officers and other enployees wherever necessary
is one of the purpose for which schene can be, franmed under
Section 16(1) of the Act. It is also true that incidental,
consequential and supplenentary nmatters as are necessary to
give full effect to the schene are also authorised under
clause (j) of sub-section (1) of Section 16. It has also to
be borne in mnd that schene and every anmendnent to a schemne
franed under section 16 shall be laid as soon as may be
after it 1is made before each House of Parlianment. The last
provision is indicative of the power of superintendence that
the legislature naintains over the subordinate |egislation
of schene framed by the delegate under the authority given
under the Act. From that point of view, it i's possible to
consi der as i ndeed it was argued on behalf of the
respondents in this case, that having regard to the fact
that one of the objects of the Preanble is regulation and
control of general insurance business and other ‘matters
connected therewith or incidental thereto and having regard
to the fact that rationalisation and revision of pay scales
whenever necessary was one of the objects envisaged under
sub-section (1) alongwith clause (j) of sub-section (1) of
Section 16 of Section 16 read with the safeguards of section
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17 as we have set out herein-before in case of revision and
rationalisation of pay scal es whenever it becones necessary
as in this case, according to the respondents, it had becone
necessary, the schene of 1980 was permissible within the
del egated authority. But we nmust  bear in mnd the
observations of Mikherjea, J. in The Del hi Laws case to the
foll owi ng effect:




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

Page 20 of 29

"The essential legislative function consists in
the determ nation or choosing of the |egislative policy
and of enacting that policy into a binding rule of
conduct. It is open to the legislature to forrmulate the
policy as broadly and with as little or as much details
as it thinks proper and it may del egate the rest of the
| egislative work to a subordinate authority who wll
work out of the details within the framework of that
policy".

But as explained before the Act nust be read as a
whol e. The Act must be read in conjunction with the preanble
to the Act and in conjunction with the nmenorandumin C ause
No. 16 of the Bill which introduced the Act in question. But
above all it nust be read in conjunction with sub-section
(2) of Section 16 of the Act which clearly indicated the
obj ect of franming the schene under Section 16(1) of the Act.
The authority and-scope  for subordinate |egislation can be
read in either of the two ways; namely one which creates
wi der del egation and one which restricts that delegation. In
our opinilon, inwvies of the |anguage of sub-section (2) of
Section 16 and the nmenorandumto the Bill in the peculiar
facts of this case the one which restricts the del egation
nmust be preferred to the other. So read, in our opinion, the
authority under Section 16 under the different clause of
sub-section (1) nust be to subserve the object as envisaged
in sub-section (2) of Section 16 of the Act, and if it is so
read than framing of a scheme for purposes nentioned in
di fferent clause of sub-section (1) of Section 16 nust be
related to the amalgamation or- merger of the insurance
conpani es as envi saged both -in-the menorandum on del egat ed
| egislation as well as sub-section (2) of Section 16. W nmay
mention in this connection that in the case of A V. Nachane
& Another v. Union of India & Another, this contention of
del egated legislation was adverted to. In that case the
Court was concerned with Life
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I nsurance Corporation (Anendnent) (Act, 1981 where the policy
of the Act as stated in the preanble of the Anendnment Act
was that "for securing the interests of the Life |Insurance
Corporation of India and its policy-holders-and to contro
the cost of administration, it is necessary that revision of
the terns and condition of service applicable to  the
enpl oyees and agents of the Corporation should be undertaken
expendi ously. That was the object of the Act in question
Unfortunately that is not the object indicated as the object
of the power to frane schenme under Section 16 of the present
Act. In view of that object mentioned in the said decision
and for other reasons in the case of A V. Nachane & Anot her
v. Union of India & Another (supra), this Court held that
the Act in question did not suffer from the wvice of
excessi ve del egation. In view of what we have stated herein-
before, the scheme of 1980 so far as it is not related to
the amal gamati on or merger of insurance conpanies, it is not
warranted by sub-section (1) of Section 16. If that be so,
the schene nust be held to be bad and beyond authority.

This being the position, it is not necessary to exam ne
the various other contentions raised in this case. Various
contentions have been nade. Both sides relied on various
decisions in support of their respective contentions. Both
sides relied on the decisions dealing with the enpl oyees of

the Life I nsurance Corporation and the Acts and the
amendnments in connection with their ternms of enploynent. W
will just note the decisions. Reliance was placed on the

decision in the case of Madan Mhan Pat hak v. Union of India
& Os, FEtc. The question in that decision was that the
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validity of Section 3 of the Life Insurance Corporation
(Modi fication of Settlement) Act, 1976. The questions
involved in that decision, in the view we have taken as
well as in the facts of the instant case, are not relevant.
In last mentioned case there was a wit petition which was
allowed by the learned single Judge of the H gh Court and
appeal was preferred fromthat decision. During the pendency
of the appeal, there was an anendnent to the Act nanely, the
Life I nsurance Corporation (Mdification of Settlenment) Act,
1976. In the Letters Patent Appeal, the Corporation stated
that in view of the inpugned Act, there was no necessity for
proceeding with the appeal and the Division Bench of
Cal cutta Hi gh Court nade no order on the said appeal. This
279

Court held anbng other things that the rights of the parties
had crystalized in the judgnent and becane the basis of a
Mandamus of the H gh Court and it could not be taken away by
i ndirect fashion  proposed by the Act under chall enge before
this Court.

Chandrachud, J., as the 1earned Chief Justice then was,
speaking for —hinself and Fazal Al and Shinghal, JJ.
concurred with the najority viewon the basis that the
i mpugned Act violated Article 31(2) of the Constitution and
was therefore void. Bhagwati, J. speaking for hinself and on
behal f* of lyer/ & Desai, JJ. was of the view that
i rrespective of whet her t he i mpugned Act was
constitutionally valid or not, the Corporation was bound to
obey the wit of Mandanus issued by the High Court and to
pay the bonus for the year 1975-76 to class |1l and dass |V
enpl oyees. The said learned judges held that wit of
Mandanus was not touched by the inpugned Act.  The other
observations of the said Judges as well as the other |earned
Judges are not relevant in the view we  have taken. In
i nstant case before us we do not have any case of settlenent
whi ch was the subject nmatter there between the workers and
the enployers and the rights flow ng therefrom

Rel i ance was al so pl aced on the decision in the case of
The Life Insurance Corporation of India v. D.J. Bahadur &
Os as well as the decision in the case of A V. Nachane
Another v. Union of India & Another (supra). In the view we
have taken, it is not necessary to exam ne these decisions
in detail. |In those cases, the question under consideration
was the Life Insurance Corporation Act, 1956 and the
subsequent anmendnents thereto as well as certain orders in
respect of the sane.

The basis wupon which the aforesaid two decisions
proceeded were (a) a right had crystalized by the directions
in D.J. Bahadur’s case (supra) and this could not be altered
or taken away except by a fresh industrial settlenent or
award or by relevant legislation and (b) the relevant
| egi slation which was the subject matter of challenge in A
V. Nachane’s case (supra) can not take away the rights which
had accrued to the enployees with retrospective effect. As
is evident fromthe facts of the case before wus, the
situation is entirely different. W are concerned here with
the question primarily whether the schene is authorised by
the Act and if it is so authporis-
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ed, the guestion is whether the Act in question is
constitutionally valid in the sense it had taken away any
rights which had crystalized or whether it infringed Article
14 of the Constitution. These decisions also deal with the
guesti on whether a special legislation would supersede a
general legislation and which | egi sl ation coul d be
considered to be a special legislation. It may be noted that
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we are not concerned with any settlenment or award. In that
view of the matter, it is not necessary to detain ourselves
with the said decisions. and the various aspect dealt with
in the said decisions.

Anot her aspect that was canvassed before us was whet her
Section 16 of the 1972 Act wth which we are concerned in
any way affected any industrial dispute and whether the
provi sions of sub-section (5) of Section 16 or sub-section
(7) of Section 16 in any way curtailed any right. in respect
of any industrial dispute and if so whether the Genera
| nsurance Business (Nationalisation) Act, 1972 is a specia
| egislation or whether the Industrial D sputes Act, 1947 is
a special legislation in  respect of adjudication of rights
bet ween t he enpl oyees and the enpl oyer.

If we had held that the schene of 1980 was perm ssible
within the power delegated under Section 16 of the Genera
| nsurance Busi ness (Nationalisation) Act, 1972, it would
have been  necessary for wus to discuss whether there is any
conflict between the provisions of the said Act and the
I ndustrial ~Disputes Act, 1947 and if so, which would
prevail. Section 16(5) of  the 1972 Act, as we have noticed
earlier, stipulates that notw thstandi ng anything contained
in the Industrial D sputes Act, 1947 or in any other |aw for
the time being in force, the transfer af the services of any
of ficer other enployee of an Indian insurance conmpany to the
acquiring conpany shall not entitle any such officer or
ot her enployee to any conpensation under that Act or other
law, and no such 'claimshall be entertained by any court,
tribunal or other authority. This, to a certain extent,
clearly excludes the operation -of the |Industrial D sputes
Act, 1947 in respect of disputes arising on the transfer of
the business of general insurance. There is no such question
before us. Had it been possible to hold that the schene of
1980 was wvalid in proper exercise of the authority under
Section 16 of the Act, a question would have arisen as to
whet her the ceiling and ot her conditions on enolunents could
be imposed on the enployees in (the manner proposed to be
done under the scheme of 1980 wthout reference to the
procedure for adjudication of these nmatters under the
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Industrial Disputes Act, 1947. Then the question had to be
judged h by reference to sub-section (5) and sub-section (7)
of Section 16 of the 1972 Act. Section 16 enpowered the
CGovernment by notification to add to, anend or very -any
schene framed wunder Section 16(1) Sub-section (7) provides
that the provisions of this section, nanmely Section 16 of
the 1972 Act and of any scheme under it shall have effect
notwi t hstanding anything to the contrary contained in any
other law or any agreenent, award or other instrunent for
the time being in force.

We have noticed the schene of 1980. That schenme puts
certain new conditions about retirenment, about enolunents
and other benefits of the enployees. It nmay be noted that
the application of Industrial Disputes Act as such in
general is not abrogated by the provisions of 1972 Act, nor
nmade wholly inapplicable in respect of matters not covered
by any provisions of the schene. This aspect is inportant
and must be borne mind

Wongful dismssal, other disciplinary proceedings,
unfair |abour practices, victimzation etc. would stil
remai n unaffected by any scheme or any provision of the Act.
The only relevant and material question that would have
arisen, is, whether in case where a statutory ceiling which
one of the counsel for the petitioners tried to describe as
"statutory gherao" on rise of increase in enolunments and
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ot her benefits with the rise in the cost of index of prices"
affected the position under the Industrial D sputes Act,
1947. It nmay be noted as we have noted before that this is
not a case where any di spute was pendi ng before any tribuna
or before any authority wunder the Industrial Disputes Act,
1947 Dbetween the workmen concerned and he insurance
conpani es. Though there was conciliation proceedings, the
Conciliation proceedings could not reach to any successfu
solution and the conciliation officer has nade a report
failure of conciliation. The Governnent had the report.
Thereafter the Governnent has not referred the dispute to
any industrial tribunal hut has framed a scheme which is the
subject matter of challenge before us. [t cannot, in our
opinion, be said that conciliation proceedings or any
proceedi ng under the Industrial D sputes Act were pending
and therefore in the niddle of the proceedings under the
I ndustrial Disputes Act, the Governnment had acted and framed
the schene and as such the sanme was bad and illegal. There
were no proceedi ngs pending under the Industrial Disputes
Act, 1947. Wth the finding of the Conciliation officer, the
Gover nnent
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had two options, either reaching a settlenment or framng a
scheme on the one ‘hand or to make a reference to the
tribunal of the dispute regarding the points nmentioned in
the demands of the worknen. There is one factual dispute
which, in our opinion, is not very material. According to
the petitioners, the Governnment had not acknow edged the
receipt of the failure report of the Conciliation officer
According to the respondents, the recei pt was acknow edged;
the failure of the conciliation proceedings, ~however, is
admtted. No further steps or proceedings were required as
such. The Government had to assess ~on the failure of tile
conciliation proceedings either to refer the matter to the
tribunal or to take such steps-as it considered necessary.
If the Governnment had not taken any of the steps, then it
was open, if the enployees <concerned were in ‘any way
aggrieved, to take appropriate proceedings against the
CGovernment for doing so. As nentioned hereinbefore/if the
schene was held to be valid, then the question what is the
general law and what is the special law and which [aw.in
case of conflict would prevail would have arisen andthat
woul d have necessitated the application of the principle-
"Cener alia specialibus non derogant"”. The general rule to
be followed in case of conflict between two statutes is that
the later abrogates the earlier one. In other words, a prior
special law would yield to a |later general law, if either of
the two followi ng conditions is satisfied.

(i) The two are inconsistent with each other.

(ii) There is sone express reference in the later to

the earlier enactnent.

If either of these two conditions is fulfilled, the
later |aw, even though general, would prevail

From the text and the decisions, four tests -are
deducible and these are: (i) The Ilegislature has the
undoubted right to alter a |law already pronul gated through
subsequent | egislation, (ii) A special |law nay be altergated
or repealed by a later general |aw by an express provision
(iii) A later general laww Il override a prior special |aw
if the two are so repugnant to each other that they cannot
co-exi st even though no express provision in that behalf is
found in the general law, and (iv) It is only in the absence
of a provision to the contrary and of a clear inconsistency
that a special laww Il remain wholly unaffected by a | ater
general law. See in this connection.
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Maxwel | on "The Interpretation of Statutes" Twelfth Edition
pages 196-198.

The question was posed in the case of The Life
I nsurance Corporation of India v. D.J. Bahadur & Os.
(supra) where at page 1125, Krishna lyer, J. has dealt with
the aspect of the question. There the |earned Judge posed
the question whether the LTC Act was a special |egislation
or a general legislation. Reference in this connection may
also be nmade on Craies on "Statute Law' Seventh Edition
(1971) paras 377-382, but it has to be brone in mnd that
primary intention has to be given effect to. Normally two
aspects of the question wuld have demanded answers, if the
schene of 1980 was held to be valid on the first ground as
we have discussed, one  is whether the General |nsurance
Busi ness (Nationalisation) Act, 1972 is a special statute
and the Industrial D sputes Act, 1947 is a general Act or
vice versa, and secondly whether there is any express
provi sion in t he Gener al | nsur ance Busi ness
(Nationalisation) Act, 1972 which deals with the subject.
Now in this case we have categorical reference to the
Industrial Disputes Act, 1947 in sub-section (5) and sub-
section (7) of Section 16 of the CGeneral I|nsurance Business
(Nationalisation) Act, 1972. There is, however, one aspect w
here it would have been necessary had we held the schene to
be valid otherwise, if there had been no General insurance
Busi ness (Nationalisation) Act, 1972, then  the enployees
woul d have been entitled to raise a dispute on the question
of increase of enoluments and revision of pay scale with
rise in the cost of index of the prices under the Industria
Di sputes Act, 1947. In such-a situation, the Governnent,
after conciliation proceedings, was enpowered to make a
reference if it considered so necessary having regard to the
nature of the disputes raised. Though it cannot be said that
reference was a matter of right-but it was within the realm
of power of the Governnent and the Government has a duty to
act with discretion on relevant (considerations to make or
not to nake a reference taking into consideration'the facts
and circunstances of each case. To that linmted extent it
could have been said That this right or power has been
curtailed by t he Gener al | nsur ance Busi ness
(Nationalisation) Act, 1972, if the schene was otherw se
valid

Having regard to the context in which the question now
arises before us, in our opinion, there is no questionas to
whet her the provisions of |Industrial Disputes Act would
prevail over the provi-
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sions of General |nsurance Business (Nationalisation) Act.
There is no industrial dispute pending as such. The Genera
I nsurance Business (Nationalisation) Act, 1972° -has not
abrogated the Industrial Disputes Act, 1957 as such

The question of the application of the principle of
"Ceneralia specialibus non derogant"™ has been dealt with in
the case of J.K Cotton Spinning & Weaving MIIls Co. Ltd. v.
State of UP. & Os. Some of these aspects were also
di scussed in the case of U P. State Electricity Board & Os.
v. Hari Shanker Jain and Os.

Had it been possible to uphold the schene of 1980 as
being within the power of 1972 Act, it would have been al so
necessary for us to consider whether such a schenme or Act
woul d have been constitutionally wvalid in the context of
fundanental rights wunder Article 14, article 19(1)(g) and
article 31 of the Constitution and the effect of the repea
of article 31 by the 44th amendnent of the Constitution. The
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General |nsurance Business (Nationalisation) Act was put in
the Nineth Schedule of the Constitution as item 95 on 10th
August, 1975. The effect of putting a particular provision
inthe N neth Schedule at a particular tine has been
considered by this Court in the case of Prag lce & O
MIls & Anr. Etc. v. Union of India. It was held by the
| earned Chief Justice in the said decision that on a plain
reading of article 31A, it could not be said that the
protective unbrella of the N neth Schedule took in not only
the. acts and regulations specified therein but also orders
and notifications issued under those acts and regul ations.
Therefore if any rights of the petitioners had been affected
by the schenme of 1980 then those rights would not enjoy
i Mmunity from being scrutinised sinply because the Act under
which the schenme was franed has been put in the N nth
Schedule. In any event any right which accrued to the
persons concerned prior-to the placenment of the Act in the
Ni net h Schedul e ~cannot be retrospectively affected by the
i mpugned provisions.

It was contended that the rights of the petitions under
article 19(1)(9g) have been affected by the inpugned
| egi sl ation and the schene franmed thereunder. Enpowering the
Government to frame schenes for carrying out the purpose of
the Act, does not, in our
285
opinion, in the facts and circunstances of the case, in any
way, affect or abridge the fundanental rights of the
petitioners and would not attract article 19(1)(qg).

The other aspect which was canvassed before us was
whet her the Act and the schene in question violated article
14 of the Constitution.  This question has to be understood
fromtwo aspects, nanely whether making a provision for
salary and enolunents of the petitioners who ‘are the
enpl oyees of the General Insurance Corporation specifically
and differently fromthe enployees of other public section
undertakings is discrimnatory in _any manner or not and the
ot her question, is, whether nmaking a provision /for the
enpl oyees of General |nsurance Corporation for settlenent of
their dues by schenes and not |eaving the question open to
the general provisions of |Industrial Disputes Act, 1947 is
discrimnatory and violative of the rights of the enployees.

It is true that sonetines there have been rise in
emoluments with the rise in the cost of index in certain
public sector corporations. The | egislature however is free
to recognise the degree of harm or evil and to neke
provisions for the same. In naking dissinilar provisions for
one group of public sector undertaki ngs does not per se make
a law discrimnatory as such. It is well-settled that courts
will not sit as super-legislature and strike down a
particular classification on the ground that any under-
inclusion nanely that some others have been |eft “untouched
so long as there is no violation of constitutiona
restraints. It was contended that the application of the
Industrial Disputes Act not having been excluded fromthe
Nationalised Textile MIls, Nationalised Coal and Coking
Coal M nes and Nationalised Banks but if and is so far as
it excluded the application of the Industrial Disputes Act,
in case of general insurance conpanies, the sanme is
arbitrary and bad. In this connection reliance may be placed
on the observations of the |learned Chief Justice in the case
of "Special Courts Bill 1978 . The sane principle was
reiterated by this Court in the case of State of Gujarat and
Anr. v. Shri Anmbica MIlIls Limted, Ahnedabad etc. In that
case, this Court was of the viewthat in the matter of
econom c legislation or reform a provision would not be
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struck down on the vice of underinclusion, inter alia, for
the reasons that the |egislature could not be
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required to inmpose upon adm nistrative agencies task which
could not be carried out or which nust be carried out on a
|arge scale at a single stroke. It was further reiterated
that pieceneal approach to a general problempermtted by
under-inclusive classifications, is sonmetinmes justified when
it is considered that |egislatures deal with such problens
usually on an experinental basis. It is inmpossible to tel
how successful a particular approach mght be, what
di sl ocati on m ght occur, and what situation mght devel op
and what new evil might be generated in the attenpt.
Admi ni strative expedients nmust be forged and tested.
Legi sl ators recogni zing these factors night wish to proceed
cautiously, and courts rmust —allow them to do so. This
principle was again reiterated in the Constitution Bench
decision of this Court in the case of R K Garg etc. v.
Union of I'ndia & Os. etc

As there was no industrial dispute pending, we are of
the opinion that on the ground that the petitioners have
been chosen out of a vast body of workmen to be
di scri m nat ed agai nst -~ aud excl uding them fromthe operation
of Industrial Disputes Act, there has been no violation of
Article 14 of the/ Constitution. This question, however, it
nust be enphasi sed again, does not really arise in the view
we have taken.

Before us it was contended that sick mills which have
been nationalised have been treated differently than genera
i nsurance enpl oyees under 1972 ~Act in Section 16(5) and
Section 16(7) and in the scheme franed under the Cenera
I nsurance Business (Nationalisation) Act, 1972. The object
and pur pose of t he Si ck Textile Undert aki ngs
(National i sati on) Act , 1974, was "reorgani sing and
rehabilitating such sick textile wundertakings so as to
subserve the interests of general public by augnentation of
the products and distribution at fair prices of different
varieties of cloth and vyarn". The basic objective of the
said Act was rehabilitation of the sick textile mlls. That
was different fromthe purpose of the present Act. The sick
textile units had under themthe bul k of their enployees as
wor kmen those who cane under the provisions of |ndustria
Di sputes Act. Section 14 of the said Act statutorily
recogni ses the special position of the worknen as contra-
di stingui shed from the other enpl oyees by enacting separate
provisions in this respect thereon. Further-nore it has to
be borne in mind that the aforesaid
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Act was concerned with the ensuring; augnentation of
production and distribution of certain cloth and yarn which
are commodities essential to the national econony @ being
i mportant consuner itens Therefore the case of the enpl oyees
of sick textile undertakings which has been nentioned by the
petitioners and argued before wus cannot be compared  on
simlar lines in respect of this aspect with the present
petitioners. W would have rejected this submssion on
behal f of the petitioners, had it been necessary for us to
do so but in the view that has been taken, it is not
necessary.

Anot her item mentioned before us was the enpl oyees or
Coking Coal Mnes Nationalisation Act, 1972. It has to be
borne in mnd that the object covered by the schene of the
Act was entirely different from the General |nsurance
Busi ness (Nationalisation) Act, 1972. The Coki ng Coal M nes
(Nationalisation) Act, 1972 was enacted to provide for the
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transfer of the interest of the owners of such mines and
also the transfer of the interest of owners of coke oven
plants with a view to "reorgani sing and re-constructing such
coal nines and plants for the purpose of protecting, serving
and pernmitting scientific devel opnent of resources of coking
coal needed to nmeet the growi ng requirenment of iron & stee

i ndustry". According to the normal prevalent view, the
wor kmen of Coking Coal Mnes were sweated |abour. These
wor kmen constituted very |arge percentage of the enpl oyees.
The act in question nanely the Coki ng Coal M nes
(Nationalisation) Act recognised the independent existence
of the said worknen as a <class. It has also to be kept in
mnd that coking coal is a compdity very vital to the
nati onal econony and prime. raw materials of iron & stee

i ndustry which is a basic industry. The worknmen enpl oyed in
the coal mnes were also sweated Iabour. Their specia

position was also- statutorily ~recognised in the said Act.
Coal is  also one of the basic materials required to sustain
gr ow h. The provi si ons of Coki ng Coal M nes
(National'isation) Act have been considered in detail and the
speci al feature has been taken note of in the case of Tara
Prasad Singh etc. v. Union of India & Ors. According to the
respondents, Class IlI" and C ass |V enpl oyees of the Genera

I nsurance Company are high wage earners. They are islanders
by thensel ves-according to the respondents. It is true that
j udges shoul d not bring their personal know edge into action
in deciding the controversy before the Courts but if conmon
know edge is any guide, then undoubtedly these
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enpl oyees are very highly paidin conmparison'to nmany others.
The obj ect of t he Gener al | nsur ance Busi ness
(Nationalisation) Act, 1972 is to run the  business
efficiently so that the funds available nmght be utilised
for socially vi abl e and core projects of nati ona

i mportance. From one point of view the Nationalised Banks
and the I nsurance Conpanies for the purpose of applicability
or otherwise of the provisions of the Industrial D sputes
Act cannot be treated as belonging to one class. Hi storica

reasons provide an intelligible differentia distinguishing
Nati onal i sed | nsurance Conpanies  from the Nationalised
Banks. The reason suggested by the respondents  was that
prior to Banks Nationalisation, |ndustrial disputes between
wor kmen and the Banks were treated since 1950 on Al India
basis with the totality of the banks being involved therein

Several awards have been nmade treating themas such like
Shastri Award, 1953. Shastri Award Tribunal was constituted
with a viewto settle the disputes of the worknen of the
Banks with all comercial Banks (excluding  Co-operative
Banks etc.) on the one hand and the enpl oyees on the other.
Desai Award, 1962 bipartite settlenent between | ndian Banks
Associ ation and the Exchange Banks Association on the one
hand and Al India Bank Enpl oyees Association and Al India
Bank enpl oyees Federation on the other, are sone of the
exanples. As against this, prior to the Act in question
before us, disputes between insurance conpanies and their
wor kmen were settled on independent conpany basis with no
Al India projections involved. It may also be noted that
unli ke the case of sone banks, there is no existing award or
settlenent with the petitioners enployees of the genera

i nsurance conpanies and the four insurance conpanies. The
financial resources, structures and functions of the Banks
are different fromthose of the insurance conmpanies. It may
al so be noted as was pointed out to us on behalf of the
respondents that Bank’s Class |IIl and |V enpl oyees are about
4,58,000 in 1982 as conpared to insurance conpanies which
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enpl oy about 25,000 Cass Ill and dass 1V enployees.
Therefore for the purpose of rationalisation, the insurance
conpanies wanted to curtail their enolunents on a snal

scale. It cannot be said that there are no distinguishing
factors and that for choosing a particular group for
experiment, the respondents should be found guilty of
treating people differently while they are alike in al
materi al respects

Differentiation is not always discrimnatory. If there
is a rational nexus on the basis of which differentiation
has been nade with the object sought to be achieved by
particul ar provision, then such differentiation is not
di scrimnatory and does not
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violate the principlesof article-14 of the Constitution
This principle is too well-settled nowto be reiterated by
reference to cases. _There is intelligible basis for
differentiation. Wether the same result or better result
coul d have been achieved and better basis of differentiation
evol ved i's within the domai n-of |egislature and nust be | eft
to the wisdomof the legislature. Had it been held that the
schene of 1980 was within the-authority given by the Act, we
woul d have rejected the challenge to the Act and the schene
under article 14 of ‘the Constitution.

It was al so urged before us on behalf of the
respondents that the petitioners being enployees of public
sect or undert aki ngs, and t hese are economn ¢
instrumentalities of  the State and having regard to the
contents and contour of the concept of public enployment as
devel oped in the Indian |egal system an enployee in a
public sector can be approximated with and treated as a
government servant. Having regard to the principles which
govern the enpl oyer and enployee relationship in the
governmental sectors, the conditions of service of enployees
in public enploynment shoul d be exclusively governed by the
statute and by the rules and regulations franed thereunder
Predi cati on of such power would/  necessarily exclude the
provisions of Industrial D sputes Act and the principles of
collective bargaining just as these would exclude the
principles of contractual relationship.in such matters. The
point is interesting. However,, in the view we have taken
we need not discuss this aspect any further.

It was further submtted on behalf of the respondent
that the rationale justification and the genesis of the law
of nationalisation bei ng t he creation of economn ¢
instrumentalities to subserve the constitutional and
adm nistrative goals of governance in a social welfare
society, the running of public sector wundertakings is
neither for profit earning of the managenent nor for sharing
such profits wth the worknmen alone but to wutilise the
investible funds available as a result of such ventures and
undertakings for socially-oriented goals laid down by the
governmental policies operating on the said sectors. In this
connection reference was made before us to the decision.in
the case of State of Karnataka & Anr. etc. v. Ranganatha
Reddy & Anr. etc
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Enpl oyment is the public sector undertakings enjoys a
statuh. It was submitted that both historically as well as a
matter of law, the public sector undertakings being the
econom c instrunentalities of the State and discharging the
obligations which the State have, the enployees of such
undertakings in principle cannot be distinguished. fromthe
enpl oyees in the governnent services. In this connection our
attention was drawn to the case of Sukhdev Singh & Os. v.
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Bhagat Ram Sardar Si ngh Raghuvanshi & Anr. It was urged that
inall constitutional denpcracies. the relationship between
the government and the civil service is exclusively governed
by the statutory provisions with the power in the Governnent
to unilaterally alter the conditions of service of the
government enpl oyees. Reference was nade to "The Law of
Cvil Service " by Kaplan. It was further subnitted that in
India the law is that origin of the Governnent service m ght
be. contractual but once appointed to a post wunder the
Governnent, the governnent servant acquires a status and the
rights and obligations are no |onger dependent on the
consent of both the parties but by statute.

We woul d have considered these aspects had it been
necessary for us to do so but it is not necessary in the
view taken. W nay reiterate that article 14 does not
prevent legislature from introducing a reform i.e. by
applying the legislation to sone institutions or objects or
areas only accordingto the exigency of the situation and
further classification of selection can be sustained on
hi storical reasons or reasons of adm nistrative exi gency or
pi ece-neal method of introducing reforns. The | aw need not
apply to all the persons. in the sense of having a universa
application to all persons: A law can be sustained if it
deals equally with the people of well-defined class-
enpl oyees of insurance conpanies as such.and such a lawis
not open to the charge of denial of equal protection on the
ground that it had not application to other persons.

In the view. we have taken of the matter, these
applications succeed and the inpugned scheme of 1980 nust be
held to be bad as beyond the scope of the authority of the
Central Governnment wunder the General |Insurance  Business
(Nationalisation) Act, 1972. The operation of the schene has
been restrained by the order passed as inter in.order in
these cases. The inpugned schene-is therefore quashed, and
will not be given effect to. The parties will be at
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liberty to adjust their rights as(if the schene had not been
franed. The application for intervention is allowed. Let
appropriate wits be issued quashing the schene of  1980.
This, however, wll not prevent the Government, if it so
advised, to frame any appropriate |legislation or make any
appropriate amendnent giving power to Central Governnent to
frane any scheme as it considers fit and proper. In the
facts and circunstances of these cases and specially in view
of the fact that petitioners had thensel ves at one point of
time wanted that new schene be framed by the Centra
CGovernment, we direct that parties will pay and bear their
own costs in all these matters. The rules are nade absol ute
to the extent indicated above.

N. V. K Petitions al |l owed.
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