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AJOY KUMAR BANERJEE & ORS. ETC. 
\ 

v. 

UNION OF INDlA & ORS. ETC. 

, f '21st March, 1984 . 
' ' 

[Y.V. CHANDRACJWD eJ., R.S. PAT}jAK AND SABYASACHI 

MUKHARJI,, JJ,] 

Constitution ,of India 1950, Articles 14, 19(1) (g), Article 3/B & GmeraF 
Insurance Business (NaliOnalisation) Act 1972 S"ec. i6, Right o.f Central Gaver,,. 

._'!lent to frame· schemes under the Act-Whether affects fu'ndan1entai righta or . 
employees of co1npanies constituted ulldtr the Act. ~ 1 

'lnc/tJsion of.._ an r~ct in the Ninth Sched~!e dO;s not protect order or notifo-
cations issued under the said Acr. · · 

· Scheme notified ul1de} Sec. 16(1) whtther protected. 

Introdu.ctio'ft of reform throug!t legislation-Law. need 1101 ~ave unlversaf 
application-Piecemeal method of. introducing--- reformS-Whether permissible-:· 
Statutory prQvision whether could be st'ruck down on vice of underinclusibn.-

, ' 
In.du.stria/ Disputes A'ct 1947-Whtther applicable to general ff1.surance co,,,..·· 

panieS. --

Gtnerallnsurance Business (Natfonalisatlon) Act 1971, Sec, I6(l)(g), 

Gtneral Insurance (R,ationalisation and R_evfsion, of_· P'ay Scaies· and other 
Conditions of Service "of Supervi'sdry, Clerical and Subordinate Staff) Sec(Jncif 
Ainendmtnt Scheme of 1980--Scflenze-o/·1980 relating to.revision of P4Y sca/e1 andi 
other ttrms and conditions o/-service..:....Whether u/trp Yires Sec. 16(2) and ifW.alid-· 
Whether suffers from, vice of excessive delegation of legislative power . 

." Ad~ini1trative La~Delegilted legislation -Principles of7Scope of sub~,...: 
dinate legislation~ 

Jnt;rpretation of St~;u_tes-Conftict betwsen th~. s{atute~-On~ ·;n,ecial other_ 
geRerp_~Whichl'to prevai/--Testsfor. ef.eternzinatiqn of. - ' 

' 
-lnter/,retation of statutes-Not mere exercise i11 semantics-Provisions .co• 

/erring or dtlegating polver.;.;...ConstructiOn. 

' 

*' 
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Prior to 1972, there Were over 100 Insurance Coitpanies-Indian and 
foreign. The conditions of Service of the employees of theSe ·companies were 
governed by the respective contracts of service betWeen the companies· and the 
ernp10yees. On. 13th May 1971,·the Government of India assumed management 
of these general insurance companies under the General Insurance (Emergency 
Provisions) Act, 1971. The General Insura:_nce Business (Nationalisation) Act, 
1972 natio~alised general insurance business. • 

Four merger schenies were framed:in 1973 by the Central Govefnment in 
exe~cise of the powers contained in s. i6(1) of the Act and fciur companies; 
OrienUtl Fire :}nd General Insufance Company, National Irtsurance Company 

. New lpdia Assutance Company and United India Insurance Company Ltd., 
\Vere ri1e rged into and they alone Vl-'ere. allowed to carry on. the business Of 
general insurance. These companies started functiol)ing ·rrom 1st January, 1973 
and the process of merger was con1p1eted by 1st January, ·1974 when the afore· 
said four schemes came into force. · . ' 

The Government of India by a notificati!)n dated 27th May, 1974, framed a 
'~heme' called the General J~surance (Ration,8.Jisation and Revision of Pay 
Scates and Other Conditions of Service of Supervisory; Clerical and Subordi11ate 
Staff} Scheme, 1974 in exercise of tbe powers conferrea by s. 16(.)(g) of the Act. 
This scheme provided for the ration3.1isation and reVision of pay scales and other 
terms and conditions of service.of employees Working in supel-visory, cJe~ical and 
subordinate positions and governed the pay scale~. dearness al!owance, other 
allowanCcs . and other terms and conditions of the general insurance ·employees. 
Paragraph 23 of the Scheme provided that the new 'scales ofpay'.shaU remain 
in force till December 31, 1976 and thereafter sba11 continue to be in force 
~nless Iriodificd by the Central ·oovcrnment. 

In 1976, the Board of Directors approved a policy for proll)Otion. On · 1st 
June, 1976 another scheme by ~hich amendments were made with regafd to 
Provident Fund, was introduced.' On 30th July 1977, a Scheme amendi'ng pro· 
visions regarding sick leave was also iotr6duccd. 

·The employees submitted a memorandum objecting to the· revision of pa~ 
sc4Jes and· other conditions of service and wanted a - reference to the Industrial 
Tribunal. The class III.and IV employees however Qid not accept. the-revision or 
Serviee Conditions, pay scales dearness a'llowance, etc. and ·raised induSlrial 
dispute. There Were conciliation proceedings and there was f3.i1ure to bring about' 

A. 

c. 

F' 

amicablf. settlement of disputes. G:· 

In 1980, the Government introduced the General ·Insurance (Rationalisation 
and Revision of Pay Scales and other Conditions of Service of Sup_ervisory, Cieri~ 
cal and Subordinate Staff). Second Amendment Sche~, 1980. This Scheme which 

· was introduced by a notification dated Septemb•r 30, i980 made det~iled provi­
sions as to how the adjustment allowance is -to bC dealt with so far as. Dearness 
Allowance, Ovcriim.e Allowance, ContributiGn _to Provident· Fund and other 
retitement t>enefits Were concerned. Paragraph 7 which dCatt with 'retirement' 
stipulated that an· employee who was in service of the Corporation before the 

II.. 
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A; comnje,;cement of th~ Schemo of 1980 should retire from. service when he a;tain~ 
tbe·ag~ 'Of 60 years> but an emaioyee, 'who joins the sCrviCe of· ihe Corporation 

. 'af'ter the' commencermeilt .of the Scherne w.ould" retire ~n attaining the:aa:e Of Ss 
years. TJie .Fourth Schedule to the Scheme indicated the revised scales ol pay . 

D 

• 
• The petitio~ers.in 'their writ petitibns to this Court contended that the. terms 

and tonditions Of service enunoiated in 1974 be,ing a r:esu!t of bilateraJ agreement 
· ·could not be changed unilaterally to the detriment of the employees. and tfiat fhe 

notifica,tion.deprived the rights of the eriiploYees to receh"e dear.ness a\IOWance. ' 
etc. ~h the rise in the Cos·t ·or living index, It was furthir contended 1hat the 

·Scheme was violative ofs. 16(2) of the Act and ultra. vires Articles 14, !9(1)(g) 
and Article 3lf2) of the.Constitution, arid that the Constitution 44th amertdment 
'deieting Articles 3i- an!;l 19 ·cannot save the Schenre, fiince the amendd;ent Came . ' - . . 
inte force On-ly 20th Juae, 1979, wheteaS the impugned notification affecting the 
rights Gf the employees to em~lume·nts took effect from 1st January, r979. - .. . ' 

The re•pondents contested the writ petitions an the ground th.at s. 16(6) 
, authorised the Centrai G~·;ernrriCnfby notificatioO,_tO add, to amend or tc:i' vary 

any scheme framed under s._J6 mtd conseqµe~tiy"ratioil.alisation or revision~ of 

pay Scales was permissible by the t?8&_sChenie; M:oreo~e'r- in compar!S6n With 
. other employees 'in gOvernfuental ·or Public 'sectors, -the e~ployeesor tlie gener~l 

• insura·nce companies were ~High~wage islanders' and. it \v.is conseqtient_ly nectsa. 
'sary_ to put a ceiling' on their errioluinehts and oth'er amenities in ord~r to' 

facilitate better 'functior,in$ 6f th9 insiirance Cofupai\ies- aS well as to _suhserve th~ · 
object~nd. purp_ose of the n~t_ionalisafion policy1 r • 

· Allo"."in8 the wrii petitions, 
• 

HELD : .1., • (a) The impugned .scheme of 1980 is. bad as being beyc.nd the 
-scope bf t~e ~uthO'rjty of)he Central ·aovernment} undCr the Oerie'ra1 Ins!Jrilnce 
Bttsiness (Nl!tibnatisation) Act,' 1972; slid iheiefore quashed. This, however, Will 
not·prtvent.the Oovertutient, if it is ~6 ii.dViS.:d; tO freme : Sny a·pprop·riate le&isa 
Jation or make a·ny a;propriate a~ndTne'fl't Bfviilg pbwCr to thf -central GoVem..: 
n1cnt ~o fran1e any scherrle as it conside1's fit and proper. 

1 
[290G ; 29JA-B] 

' !. {b) The sch•me<>f 1980 so (ar as it is· not related to. the amalgamatiOn· 
, or ~r .of ia~urance companies, is .not warranted by sub.;s. (-1) of section 16. 
Ihe,cheme is therefor~ bad and, beyond authority. {2780] · 

A.V. Nachane & Ano;her v. {Inion of India & Anothe;{i982l 2 S.C.R. P-.1>!6, 
Ma1Ja11 Mohan Pathak v. Union.of India & Ors. etc., [1978] 3 S.C.R .. P· l34 •.nd 
T/Je.life./nsurance Corpo"<nion of India v. D.J. Bahodur& Ors., U9S1) l .S.c.R. 

IP· I 083, .xeferred to. 

" .2( Thc.ituty of 1he-Cou_r't in interpkttng ·Or construins; a provision is to re.ad·, 
·flre~n, amt uru.b5lai1d its ,meanini: in the· cbntext. iriterpretation of a proa 

''1iSicNJ- Or stlltttC ·is mt a 'fuet~ cxet'Cise in semantics but an .attempt to.find out 
the meinie8 of fhe lt:gfsJation~froin the· Words 'Used) unde~iand the conte~t .end 
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expreosion.s uso<J and th'n to. constl'tle the e1presslons .. 
. ' ' 

3 (a) The scpemo is an exe,cise ot delegated authority. The scope; a~~ ambit 
or such detc&ited- auth~dtY. m~st bC so coos trued, if possible, as npt to mtJke it 
bad I _beCause Of the _ViCe'or exces$ive de!Cgation of Jegl,slative power_. In order to 

· irlakC the power_v~ijd, s.16 Or the Act ~110U!d be 'sO· co.ns~rued in sUcJ;i manner 
that it does not silffl?r from- the vice_ of delegallC?n of ex~essivc l_egis~dve 'B;:;­
authOrity. [275E] 

3. (b) Unlimited right of delegati'!n is not inherent in theJegisliitive power. 
' (275 F] 

Gwalior Rayo~ Silk Mfft (Wvg.) Co. Ltd. v. The Asstt. Commis.<ioner of Sales 
iax.& Ors.; [1974) 2.S.C.R. p. 879, referred to. ~ - C' 

4. The grciWth of legistative pow,er of_the executive is a sjgoificant develop .. 
ment of the -20th cent_ury .. The theor.Y of laissez.faire has been given .. a go .. by aod 
large and comprehensive powers ~ue being assumed by 'the State -with a view to 
itnprove social a.nd economic.well-being of the people:, Most of the modern' socio: a 
economic legislations passed by the: Jegisla ture Jay down the guiding principles of 
the legislative.Policy. The legislatures, because of .limitation imposed upori them 
and the tirn"e factor, hardly can go into·the matters in detail. The practice of em­
powering the executive to make subctrdinate legislation within the prescribed 
.5pherehas cvolve!i out of practical necessity and pragmatic needs of the moder; 
welfare State. [275G,276A) 

. 5. Regarding delegated legis',ation, the principle· which has been wfll·esta·· 
·bJished is that the legislature rnus t Jay down ttie guid,elines, the principles of 
"policy for the a_uthority to 'Yhom power to make subo~dinate legislation is 
entrusted. The legitimacy of delegated legislation "depend upon its being· used as 
ancijlary which. the legislature ~onsiders to be nece.ssary for the purpose of exer­
cising i.s legislative po\ver effectively and completely. The legislature must retain 
'it its own hand the essential legislative function which conSists in. declaring the 
'legislative policy and lay down the standar<l which is t6 be enacted into a i:ule of 
·law,.and what can be delegated i~. the task of subordinate legislatirui which by 
its very nature is ancillary to the statute which ~delegates the power tO make it 
effective provided the legislative policy is enunciated with sufficient clearness ~r a 
stalldard laid down. The courts cannot and do not interfere on the discretion 
'and !hat undoubtedly rests with thC le~islature itself in determining the extent of 
.the delegated powCr in a particular,,.case. (276B·DJ · 

. , 6. The aut~ority ::tnd scope for subordinate legislation can bC·read in either 
of the two ways ; namely- onelwhicb creates wider delegation and one which 
restricts that delegation. f277El 

' In the instant case, the Act rilust be read in conjunction with -the Memo~ 
randum in .Clause No. 16 ~f the Bill which introduced the AC\ in question. But 
.~bove all,. it .must be read in c9nj~ctjon with sub.section 2 of section 16 of the 
,{\ct which clearly indicated the object of framing the scjjeme under s. 16(1) of 
,,\he Act, [277D J · . , . 

F 

' 
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• . 7. lri vi~ oftbe lanauaae of siJ.b's:"<'l of section 16 and the memorandum 
to the Bill, the one which restrict• ti)c,delegation must be preferred to the other. 
So read, the. authority given uo<ter s, 16 under ·the different cl&uses of sub.sectiori 
(I) must ·befo subserv~ the object as envisaged in sub-stction (2) of section 16 of 

'the Act, and 'if it is so tead th®-fram,ing of a scheme for purpoSeS. ·mentioned 1.n 
different Clauses of sub-scc1iQll (1) of 

0

Sl!ctio1116 must be. relatecl°to )he ~malga­
mation or merger of1hp -ihsurance _comp•nieS ·as ·envisaged bO.tb in the incnio.­
randum on-delegatedkgislation •• well •• oub'section'!2l of section 16 . 

. . . (2i7F·G) 

8. Sometim~ there have been· rise i.Q.·emo1urncnts with the ri~e in· the cc;>st 
of index.i~ certain t>01'lic 'Sector.corporations. The: legislature ho\vcver js free to 
recognise thC d,e&reC '9f harm or. evil and to make provisions for the- same. In 

· m'ak~ng dis-similar ;pro".isions fQr: one group .of puhJic "Sector undertaldngs does -
not p'er se•m3ke a: law discriminato[y as. :such .• Courts will not-· sit as.- suPcr­
legislature and strike down a . pilticular classifi~ation on the: B;rouod that any 
under--i'nctusion namely :tilat some others h~ve been .. left untouched so Jong as 
there is Ilo '\:iolation of.constitutional rC:straints. [285D~E] , 

. . 
9 .. ' Pie.ce-1neal approach to a general problem permitted by under-inclusive 

classifications; i~ "Sometimes-justffied when i_t i.s considered tha~ legislatures deal 
with $ucb problem., ·Usually on an experimental basis. It is imposSible to' tell how 
successf~I·a ptJ.rticular _approach might- be, what d_islocation might occur~ and 
-situatio~ might develop and What new eVil might be generated in the aitelnpt. 
1\drninis~atiVC expediehis muSt · be forged and. tested. Legislators recogniziog 
these factors might wish to proceed ca'ijtiously, and courts must allow to do so. 

[286B-C) 

Special Coarts Bill, [l978) 2 $.C.R. 'p. 476 at pages 540-541, State of Gujarat 
md'Anr. v. Shrl Ambica 1V!ills limited, Ahmedabad, etc., [1974) 3lS:C.R. p. 760 
andfl.K. Garg etc. v. "Uiiion of India & Ors.1etc., [1982) 1 S.C.R. p. 947, referred 

,t·o. , ~ 

In'the 'instant case~ as 'there was no industrial dispute pending, the around 
that th~ pe,titiOners-·bav~ been chosen out of a vast bOdY of workmen to be.discri-

, F lninatea against ·and CxClui:led from the operation of the Iridu~trial Disputes- Act, 
is no ground.lhat'iherehas been.no violation of Article 14 of the Constitution. 

[286D) 

.11 

· 10. Differentiation is rtot;aJways discriminatory. If there is a rational neX1,JS · 
, Oft' the basis of which differentiation has b~n made with· the ~bject sought' to be 

achieved by pa.rticular provision, then such differentl?-tion .is ni>t. discfiminatOry 
and .does not viola,.te ·the principles of Arti~le 14 of the Constitution. There is 

· intelligible ·basis -for diffe~entiation. Whet~er the !ame result or better result 
Could have beCn achieved and better basis of diffe~entiation cvoJveq is within the . 
llomain oflei:islatur~and muot be left to the wisdom o_f the legislature. 

[2a8H-:l89BJ 
' . 

11.. Article t 4 tloes not prevont the Legislafore from introducin11 a rehmn 
Le. by lpplyiog the Ieg,islatioin ·to ,some institu~ions ·or Objects-or areas o• 
-ordina- to-tho-exigency oNhosittJation and further classification of .. tcllbn 
ean be aus~ined on hijtof"Wlll.flllSIJll! or toasoos of administrative oxipaey .O• 

' 

·.!(_··~ 

'1· 
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ipicce-meal method of introducing refonns. The law need not apply to· all tho· 
't>«;rS9rfs in the sCnse of having a universal application to all per_sons. A law ·can 
-~sustained if it deals equally with the people off well-defined 'Class-employees of 
"Insurance Companies as such. and suc.h a law is not open to the charge of'de.Qial 
•Of equal protection on the ground that it had DOt appJieation tO Other person•.· 

. [290E-F] 

State of Karnataka & Anr. etc. v. Ranganatha Reddy[ & !An~. etc. [1978) 
I S.C.R. p. 641 at pages 672. 676 & 691, referredlto. 

B 

Jn the instant case, for the purpose of rationalisation, the i.nsi.irilnce com~ 
q:>anies wanted to curtail th_e emoluments" of class III nnd class IV employees on· 
a small scale. It cannot therefore be said that there are no distiogu.i.shing factors 
-and that for: choosing a "parlicular group for expefiment, the respor:idents should · C 
be fonnd guilty of tredting people differently while they· are alike in aJI material 

· TeSpects. [~88GJ · 

12. Th,.e object of the General Insurance Business (Nationalisation) Act 
t.972 is to run the business efficiently so that the funds available might be utilised 

1'or socialJy viable-and core projects of national importance .. The Nationa1ised 
Banks an_d the Jqsurancc Companies for the purposes· of appficability, or other­
wise of the· provisions of the Industrial DisputeslA<!t cannot be treated as be­
·iongiag to one cla~s. Historical reasons provide an intelligible differentia 
-distinguishing Nationalised Insurance Companies from the NationalisCd Banks. 
The finallcial resources, structures and functions of the Banks are different from 
those of the Insurance Companies. [2SSA-E] 

13. The general rule to be foJJowed in case of confiicfbetweeri two.atatu(es 
is that the later abrogates the earlier One. A prior special law would_ 'Yield to a 
1a~er general law if eit~ef_.,f these two conditions are satisfied : 

. . 
(i} The two are inconsislent with_ each other an'd (ii) there is some express' 

yeference in the later to the earlier enactment. [282D·F] 

14. (i) The Legislatur~ has the undoubted right to alter a law already pro­
mulgated through subsequent legiSlation, (ii) A special Jaw nlay be altered, 
abrogated or repealed by a later general law by an express provision, (iij).A later 
·ce~ral Jaw will override~ prior special Jaw if the two,are so repugn,ent to each -
other that they. cannot co-eX:ist even- though no express provisiOn in that behalf 

D 

E 

F 

. is found in the general law, and'.(iv) It is only in)he absence·of a-provision to G 
the contrary and of_ a clear inconsistency that a special law will remain wholly 

. ·UJ!alfectOd by a later general law. [282G-H] 

MaxW./1-;-:"Interpretation of Statutes" Twelfth Edition pp. 196-198, referred 
1o. 

J.K. Co//IJII - Spinning -& Weaving Mills co: J:.td. v. State of u.P. & Ors., 
(1961] 3 s:-c.R. p. 185 and U.P. State Electricity Board & Ors. v. Hari Shankt1 
.re,, and OrJ., [1979) I S.C.R. p. 335, referred to. · 

H 
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· I~· Th~Q~periUIJllUrancc·B115ipeas<li14tiollaliultian) Act,was put in the 
NJn•l\8chl!du)e;Q,(\b~ C9J!stitut~49 ltMt ~s 0-n IQJb Atiilust ,ins. If any ,,,­
the i;i&bt4; pf tlic, p¢titio!Jl;rs ~d ~~ a.l}"ected by the scbqµe of 198& then the8c, 
fi&\lts W\ll!kl1J11\ ~y i~unity fro.Ill ~ill& scrµtinise<I simply bec.ausMhe Act: 
und~r which tbo~c;1;11e W35 framed hlld b"n Pllt iIHho Ninth Schedule. In any" 
~tent any right which accrued ~o th~ persons. concerned ,prior to the p1accg:ient 
of the_ Act in the Ninth Schedule cannot be retrospectively a!foc_ted by tho 
. impugned pro.visi(!l!S· (~4faG} 

Prag lee &Oil Miffs & Anr. et~. v. Union of India, [1978] 3 S.C.R. p. 293,. ~ 
referre\! 10. ·. , - : -- . . _ ·· 

• - ' v ' IN-

In the instant cas~, c~po\"!_erin~ the _G.ov~rnti1ent to fr-ariie schemes' fp.t. · 
<;arrying ont the purposes of the Act <loes not in any way affect or avridge. 14~­
fundamental rights of t}le petitioners and would not attract Article ! 9(1)(g). 

- [28~H ; Z8SAJ 

. ,_. ORIGINAL JURISDICTION : Writ Petition Nos. '5370. 74 of 1980. 

• (Unc!er Art. :32 of the Constitution) 
~-. 

-M.K. Ramamurthi, J. Ramamurthi and Miss R. Vaigai for the·-
petitioners i!l WPs. 5370-74 

R.K. Garg and V.J. Francis for the petitioners in WP. 5434. 

" - ' ' ·J.P. Gama & Muku/ Mudgal for Interven~r in WPs. 5370-74, . ' 
K. Parasaran, Attorney General, M.K. Banerjee, AdditioI\al; 

Solicitor General, Miss A. ·Subhashlni and C. V. Subba Rao, for the 
respondent (Union of India) 

P.R. Mridul, O.C. Mathur, S. Suf>umaran, D.N. Mishra & Miss 
Meera Mathur for respondent no, 2 in WPs. 5370·74 & 5434. 

~ . . . ~ . 

·,llemant Sharnia & Jndu Sharma for the respondent in '\VPs,-
5370·74. 

Vineet Kumar, La/it Bhasin,. Vinay Bhasin & Miss Arshi Singh,, 
for ·Respondent Nos:3 to 6 in WPs. Slt.34 & 5370-74. . 

Ambrish Kuma,rfor Intervener in WP. 5370. 
,• 

· Chandidas Sin.ha in~tveiier-in:J:>erscin iti wPs. 5370-74. "' · 

- The -Judgment of the Court was delivered by 

'' 

. 

... 
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SABYASACHI MUKHARJI J. These petitions under Article 32 of 
tlie Comtitution are filed by the employees of the General Insurance 
Companies and the• All India Insurance Employeess Association. 
'the respondents are,. Union of India, the General Insurance 
Corporation of lnefia and four General Insurance companies'. 

The petitioners challenge the Notification dated 30th 
September, 1980 of !he Ministry of Finance (Department of Econ6· 
mic Affairs) (Insurance) introducing what is called General lnsn· 
ranee (Rationalisation and. Revision of Pay Scales.and Other Con­
ditions of Service of Supervisory, Clerical .and Subordinate Staff) 
Second Amendment Scheme, 1980 as being illegal and violative 
of their fundamental rights under Articles 14, 19(l)(g) and 31 of 
the Constitution of India. 

Prior to 1972, ~here were 106 General Insurance companies 
Indian and foreign. Conditions of service of these employees were 
governed by the respective contracts of service between the com­
panies and the employees. On 13th May, 1971, the Government of 
India, assumed management of the general insurance companies 
un_der the- General Insurance (Emergency Provisions) Act, 1972. 
The general insurance business was nationalised by the General 
Insurance Business (Nationalis~tion) Act, 1972 (Act 57 of 1972). 
The _preamble of the Act explains the purpose of the A'ct as to 
provide for the acquisition and transfer of shares of Indian insu­
rance companies ·and undertakings of other insurers in ·order to 
serve better the needs of economy in securing development of 
general insurance business in the best interest of the community 
and to ensure that the operation of the eco1iomic system does not 
result in the concentration of wealth to the common detriment, for 
the regulation and control of such business and for matters connec· 
ted therewith or incidental thei'eto. 

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 company' has been defined as 
any Indian insurance coi:.ipany and, where a scheme had been fram· 
ed involving the merger of one or more insurance companies in 
another or amalgamation of two or more such companies, means 
the indian insurance company in which any ·other company has 

c· 

E 

• 

p: 

G 



I 

SUPREME COURT REPORTS (1984) 3 S.C.R. 

been merged or the company. which ha.s been framed as a result of 
ih.e amalgama~ion. 

Section .4 provides that on the appointed' day all the sha,es in 
. the capital of every Iridian insurance company shall be transferred · 
to and vested in the Central Government free of all trusts, liabilities 

· B and encumbrances affecting these. 

·. 

.. E 

Section 5 provid-es ·for transfer of the undertakings of other . 
existing .insurers. -section 6· provides for the effect of transfer of· 
undertakings. Section 8 provides for t.he Provident Fund, super­
an'nuation, welfare or any other fund existing. Section 9 stipulates 
that Central· Government shall form a· Government company in 
accordance with the provisions of the Companies Act, to be known 
as the General Insurance Corporation of India for the purpose of 
superintending, controlling and carrying on \he ~usiness of general 
in~urance. Section IO stipulat~s that all shares in the capital of every 

-Indian insurance· company which shall stand transferred to and 
vested in the Central Government by virtue of Section 4 shall im­
mediately after such vesting, stand transferred to and vested int-' · 
Corporation. 

Chapter IV deals with the amounts to be paid for acquisition 
and as such we are nof concerned in this case with that chapter in 
view of the controversy' involved. 

y 

Chapter V of the aforesaid Act deals with "Scheme for re- f < 
• organisation of general insurance business" · Section .16 and. 17 of 

:F the Act in this chapter are as follows.: 

.. 

• "16. (1) If the Central Government is of opillion that 
for the more efficient carrying on of general insurance busi~ 
ness it is. necessary so .to do, it may, by notification, frame 
one or more schemes providing for all or any of the follow­
ing.matters :· 

(a) · the merger in one Indian insurance company of any 
other Indian insurance comp'lJly, or the formation of a 
new company by the amalgamation of two or mori::' 
Indian. insurance companies ; 

(b) the transfer to· and vesting in the acquiring company .,. 
of the un\lertaking (including all its business, properties, 

' ' 
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-assets and liabilities) of any Indian insurance company 
which ceases to exist by reason of the schell)e ; 

'( c) the constituHon, name and registered office and the 
capital structure of the acquiring company and the issue 
and allotment of shares ; 

• 
•(d) the constitution of a board of management by what-

ever name called for the management of the acquiring 
company; 

261 

·{e) the alteration of the memorandum and articles. of 

B 

association of the acquiring company for such purposes 0 
as may be necessary to give effect to the scheme ; 

If) the continuance in the acquiring company of the 
services of all officers and other employees of the Indian 
insurance company which has cea~t'l to exist by reason 
·Of the scheme, on the same terms and conditions 
which they were getting or, as .the case may be, by which 
they were governed immediately before the. commence-
ment of t1,e scheme ; 

D 

·(g) tile rationalisation or revision of pay scales ·and other 11 
· terms aqd conditions of service of' officers and other em-

.ployees wherever necessary; 

(h) the transfer to the acquiring company of the provi-
· dent, supperannuation, welfare and other funds relating 
to the officers and other employees of the Indian 
insurance company which has ceased to exist by reason 
of the scheme ; 

· (i) the continuance by or against the acquiring company of 
legal proceedings pendin!l., by .or against any Indian 
insurance company which 'has ceased to exist ·by reason / 
of the scheme, and the initiation of such legal proceed-
ings, civil or criminal, as the Indian insurance company 

. might have initiated if it had not ceased to exist ; 

··Gl such incidental, consequential and supplemental 
matters as are necess;ry to give full effect to the 
.s:cheme. 
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· (2) ·In framing schemes under sub-section (!),the 
object. -0f ·lhel (i)cntral/Gnvcroinent · shall·be·to ensure that 
nltjmate!y there are only four companies (excluding the Cor­
poration) in existence and that they arc so situate· as to render_· 
th~ir combined services effective in all parts of India . 

(3) Where a scheme urnier sub-section (1) provides.' 
for the transf1or of any property or liabilities, than, by 'llirtue 
of the scheme,. the property shall stand tFansferred to andi. 
vested in, and those liabilities shall be tramferred to and be· 
come the liabilities of the acquiring company. 

(4) If the rationalisation or revision of any pay scales. 
or other terms and conditions of service under ·any scheme 
is not acceptable to al)y officer or other employee, the acquir­

. ing company may terminate his employment by giving him. 
compensation equivalent to three months remuneration,· 
unless the contraci of service with such employee provides for· 
a shorter notice of termination. 

Explanation.-The compensation payable to &n officerc 
or other employee under this sub-section shall be in addition 
to, and shall not affect, any pension, gratuity, provident fund• 
.ofother benefit to whfh the employee may be entitled under­
his contract of service. 

(5) Notwithstanding anything contained in the Indus­
trial Disputes Act, 1947 or in any other Jaw for the time be" 
ing in force, the transfer of the services of any officer or· 
other employee of an Indian insurance company to the 

_acquiring company shall not entitle any .such officer or other· 
employee to any compensation under that Act or other Jaw, . 
and no sµch claim!shall be entertained by any court, tribu- · 
nal or othe~ authority. ·-

(6) l,The Central Government may, by notification,. 
add to, amend or vary any scheme framed under thi8 ·section. 

(7) The provisions of this section ·and of any scheme. 
fn\med tinder it shall have effect notwithstanding anything to. 
the contrary contain~d in any other law or any agreement,_ 
award or other instrument for the time being in force. 

' 

• 

--
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17. A copy of every scheme . and every amendment 
'thereto framed under section 16 shall be laid, as soon as 
m1y b~ aft~r it is m1de, befor< each House of Parliament." 
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The object of any sc'1cme under this chapter, according to 
-the petition eh, w is ckar from the main plrt of Section 16(J) ~f the 

>;~aid A,:t, i.e. :.i sc'wn' nude under this chapter was only for the pur­
pose of providing for the· morger of Indian insurance companies, and 
·this was made clc1r by Section i6(2) of the Act. Section 16(4) of-the 
'8aid Act, it was co.1tended on· beh·1lf of the petitioners, implied that 
.any scheme of ration1Iisation or revision of ·pay Scdles and other 
·terms could only be in the context of merger and amalgamation of 
one or more of tbe companies. In this connection mention was 
made in the petition ;f the "Memorandum regarding delegated 

1, 1egislation" submitted to the Parliament along with the General 
Insurance Business (Nationalisation) Bill, 1972 (Bill No. 60 of 1972), 

·which later became the aforesaid Act. It was made explicit, 
according to the petitioners, that clause ·16 of the Bill, later Section 
16 of the Act "empowers the Central Government to frame one . 

<>r more schemes for the merger of one Indian insurance company 
with another or for the amalgamation of the two or more Indian 
.insurance companies and for matter consequential to such merger 

)- -or amalgamation, as the case might be." It was in the aforesaid 
> .context of merger of companies that Section 16(t)(g) provided for 

rationalisation and revision of pay scales and other terms and coD­
.Oitions of service of officers and other employees wherever necessary. 

· In exercise of the powers contained in the aforesaid Section 
16(1) of the said Act, four merger schemes were framed in 1973 by 

"the Central Government and the four companies, Oriental Fire and 
.+. 4nd General Insurance Company Ltd., National Insurance Com­

f 'Pany Ltd., New India Assurance Company Ltd., and United India 
, Insurance Company Ltd., into one or the other of which several 

.general insuran~e companies in the country were merged, were 
alone allowed to carry on the business. of general insurance. The 
1Jreamble of the scheme,· called the New India Assurance Company 
Limited (Merger) Scheme, 1973, had stated thatthe Central Govern­
ment was of the opinion tha.t for the more efficient carrying on of 

• -l1he general insurance business, .it was necessary to frame scheme for 
1he merger of certain Indian Insurance companies in . the New 
India Assurance. Company Limited. The preambles Of the merger 
'1>chemes in respect of the other three companies were on similar 
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lines. These four companies are subsidiaries of the General Insu­
rance Corporation o0ndia. The companies started functioning from 

. • 1st January, 1973 and the process of merger ()f the various com­
panies into one of ,the other four companies was completed by I st 
January, 1974, when the said four schemes came into force. The 

· said schemes p~ovided for the transfer of officers and employees 
of the merged companies to the transferee Company. The memo- x 
nindum and the articles of association of the four Companies were. ' 
also suitably altere.d by the said schemes. Thereafter there had 
beeif no merger or amalgamation of any insurance company. The 
petitioners stated that there had been no reorganisation of generat 
insurance business either. This position is not in dispute. 

' 

By a notification dated 27th May, 1974, the Ministry of 
Finance (Department of Revnµne and Insurance), Government of r 
India, framed a 'scheme' called the General Insurance (Rationafofa .. 
tion and Revision of.Pay Scales and other Conditions of Service of 
Supervisory, Clerical and Subordinate Staff) Scheme, 1974, arid the 
preamble of the scheme. stated that "whereas the Central Govern­
ment is of the opinion that fot the more efficient carrying on general 

-411-sui'lince business, it is necessary to· do'.', therefore, in exercise of' 
the.powers conferred by Section 16{l)(gl of .the aforesaid Act, the 

. Ce'ntral Governmen.t framed the 'sqheme' to provide for the '( 4 

rationalisation and revision of pay scales and other terms and 'con­
dition of service of employees working in supervisory, clerical am! 
subordinate .position under the insufers. The said scheme governect 
the pay scales, dearness allowance, other allowances and other terms 
al'td conditions of the general insurance employees. · 

' 
It dealt, inter alia, with nature and hours of work, fixation, . 

retirement, provident fund and gratuity. Paragraph 23 of the 1974' ,,.._ 
•. . - t 

scheme provid~d that the 'New scales of pay' shall remain in force. 
initially·upto and inclusive of 31st December, 1976 and thereafter ~ 
shall continue to be in force unless modified by the Central Govern· 
rnent. T·he scheme was framed after negotiations with the partfos . 
concerned. The petitionets further state that the scheme· was 
l?urported to have been made' under .Section 16(1)(g) of the said 
Acfand it was treated as one made under Section 16(1) as part of .. 
tl<e four merger schemes. The petitioners state that otherwise, it • 
weuld have been invalid. 

1he petitionen further state that the employees of the 'in~u.:. 
• 
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ranee companies serving .throughout the country were, however, 
subsequently not satisfied with the pay scales, dearness allowance, 
other terms and conditions available to them on account of several 
factors. Through tl\eir associations, they submitted their charters 
, oJ demands to the General Insurance Corporation of India in ! 977 
ror the revision of terms and conditions of their service. Negotia­
tions were held between the management and the unions for the 
.upward revision but according to the petitioners, nothing happened. 
Industrial dispute was raised between the management of General 
Insurance Corporation of India and the class III and IV employees 
on the demand of revision of pay scales, dearness allowance and 
other allowances and service conditions. The Chief Labour Com­
missioner (Central), Government of India; Ministry of Labour, 
issued conciliation notice dated 11th September, 1980 under the 
Industrial Disputes Act, 1947 to the Chairman of the General 
Insurance Corporation and the general secretaries of the employees' 
asso.ciations. _There were several meetings" It was decided, accord­
in&,tO'the l>etitioners, that in _the meanwhile until the talks wei.e­
resumed the employees would not resort to strike. There was 
representation to the respondents not to change the conditions of 
service ·pending the conciliation proceedings. It is not necessary to 
refer in detail to all these, which have been set out in the petition. 
But nothing fruitful happened. The Labour Commissioner in the 
circumstances sent a failure report under the Industrial 12_isputes 
Act, 1947 to tlicSecretary, Government oflndia, Ministry of Labour, 
stating that there was failure to bring about amicable settlement of 
of disputes. The petitioners con.tend that no further action was 
taken and according to them the conciliation proceedings were 
still pending. This, however, is not accepted by the respondents, 
according to whom there was failure report and the conciliation 
proceedings ended thereafter. The scheme m'ntioned hereinbefore, 
which is under challenge was issued thereafter. We will have to 
deal with the scheme in great detail as the same is the subject 
m1tter of challenge is these petitions under Article 32 of the Cons-
titution. · 

After the 1974 scheme, in 1976, the Board of Directors appro­
ved of promotion policy. On !st June, 1976 another scheme by 
whicli there were amenchnents with regard to Provident Fund, was· ' 

c· 

.. 

introduced. As mentioned before in 1977, major unions submitted 11' • 
charters of demands to the respondent ,No. 2, seeking revision in the 
terms and conditions of service of the employees with retrospective 
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effect Between .10th. March, 1977 to 30th March, 1977, memo­
randum was addressed by. the employees of all India Association.!$ 
the Union Finance Minister. · · 

In the memorandum addressed, it was stated that in the 
normal circumstances on the· expiry. of the prescribed period •r 
operation of an agreement, settlement of award, the unions usually 
submitted charters of demands and· the said charters of demanrls 
were settled eithe' through mutu1! neptiations or as a tesult of 
award of an inctustrial tribuml, but as ·the pay scales and other 
conditions of service of the .employees· in gen era! insurance industry 
were, however, governed oy a scheme or scheme to be formulated by 
the Central Government and it was the Central· Government which 
could amend these, the unions submitted that there was justification 
for making upward revision .in the scheme and shifting the base year 
from 1960 to 1970-71 for the purpose of prescrib.ing pay scales. 
This point was stressed by counsel appearing fbr the General 
J?surance Company, in order ·to e\11phasise that the lll\ions alivays 
accepted the position prior to the preser>t petitiOn, that \)le govern­
ment had the power to amend or make·furiher schemes under the 
provision~ of the Nltionalisation Act. O,n 30 July, 1977'scheme 
amending the provisions regarding sick leave was introduced. In 
1978 Promotion Poljcy was revised by General Insurance Company . 

. Between 1979-80, there were di,cussions. between the management 
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 manage­
ment of the Corporation· aftet several rounds of discussions with 
the Unions sought to narrow down the area of differences and 
submitted to the Government the demands made by the Unions · 

. ' . -· and the rnanagrnent's recommendations. The General fnsurance 
Corporation submitted before us that the Central Government 
after finally' considering the demands and recommendations of the 
management of the Corporation framed rnd notified the scheme 
under chaltenge on 30th September, 1980. 

It was conte~ded on behalf of the petitioners that the .said' 
notification had been issued by the Government suddenly and· 
unilaterally, witho.ut any notice to the parties concerned. Tlw em­
ployees were taken unawares. It was contended that from the 
provisions of the said notification the service conditions of the em­
ployees including the petitiorii;rs employees, particularly with regard. 

• 
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• Ito dear~ess allowance, stagnation increments, retirement age and 
· •either increments had become worse than before and detrimental 

·io the employees. While the employees were eagerly awaiting 
·improvement in their service CO!ld itions, this notification had 
·unilaterallv altered the service conditions to their prejudice. 
'Pet!tioner; in their petitions had alleged certain facts by certaia • 
·illustrations, which according to them, indicated t~at employees 
had been affected adversely, inter alia, in gross starting salary of 

-Oifferent groupi of employees, salary on confirmation of assistants 
who are graduates etc. It was further stated .that retirement age 
·was 60 years for all the emplo)iees under the 1974 scheme. But 
.under the.new scheme, retirement age was reduced to 58 years for 
employees joining on or after l st January, 1979. Clause 7 Of the 
impugned notification prescribed different ages of retirement, 

·though the employess were of the same class and similarly situated 
·according to the petitioners. Para 12(1) of the impugned schem'e 
i:>rovided that an employee who was in service befor~ the commence­
·ment of the said scheme would retire at the age of 60 years but 
r·rovided that an employee joining the service on or after the com­
<nencment of the said scheme would retire from service on attainin'g 
the ag~ of 58 y.ears. This was. discriminatory, according to the 
yetitioners, being violative of Article 14 of the Constitution. 

) . 

It was further alleged that stagnation increments that .is 
dncrements after reaching the maxinium of the grade t~ all cadres up. 

to muximum of 3 for every two years of service were given before, 
:but now under the present notification clause 5 substituted para­
,graph 7 and provided for no stagnation increment except only one . . . 
rncrement for two years to the employees 1fi record clerk cadre. 

·-Previously, there was no maximum limit on salary. No\.V maximum 
,1imit was fixed at Rs. 2750. Earlier, according to the petitioners, 
House Rent Allowance was given to all employees irrespective o. 
having official accommodation, under the new schellle, house rent 

callowance was withdrawn for employees having'official accommoda­
:tion. famed leave ear.lier could have been accumulated upto l 80 
-<lays, but the new scheme limited 'the a~cumulation of earned leave 
•upto 180 da;s for the employees retiring at the age of 58 years and 
120 days for the employees retiring at the age of 60 years. It was 

:stated in the petitions that this had substantially reduced the ~molu· 
mients of the general insurance employees, and it had adversely 
:affected .thq:mployess throughout the country. 
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'fhe main ground of the challenge is that the impugned noti­
fication is illegal as the Central Government has no po\ver to issue 
it under Section 16 of the said Act and such as the notification 
framing the prese_nt "scheme' is ultra.vires Section 16(1) of.the 

· General Jnsurance Business (Nationali'sation) Act 1972. Accordi~ to ' ' . . the petitioners, once the . merger of the insurance companies took 
place and the process of reorganisation was complete on ll;t 

January, 1974 as mentioned before by forming the four insurance 
companies by the lour schemes already framed in 1973,·tllere coulcf 
be no fur.ther'schemes except in connection with further reorgani­
sation of general insurance busfness and the merger of more 
insurance cpmpanies as mentioned in sub-section (1) of-Section 16" 

"'of tEe . said Act. By the present alleged scheme there was no 
merger or reorganisation contemplated,"•unlike 1974 scheme, accord­
ing to the petitioners. The petitioner's contend that merely maki~g 
amendment to the terms and condition~ of service of the employ,es; 
unconnected with or not necessitated by the reurganisation of the 
,1:>u1iness or merger or amalg\mation of the companies would not 
fall within Section 16(1)(g) of.the Act According to· the petitioners, 
the only .properly called ·schemes'sanctioned under Section 16(1) are 
those four 'merger 'schemes of 1973 as would b'e evident trom the 
preamble to the Act. 

The petitioners further contend that under the Life fnsurance· 
C,orporation Act, Banking Companies· Act, etc. there were powersc 
to frame regulations independently of reorganisation. But there 
is no sutll power, according"to the petitioners, under the General" 
Insural)ce Business (Nationalisation) Act, 1972. The said notification· 
therefore is without the authority of law. It is, further, submitted 
that the present service conditions-of the employees unreHrted to· 
reorganisation of general insurance business or merger or· amalga-

·4Jmation of insurance companies, could not form part of any scheme­
or notification. und~r section 1 q of the aforesaid Ac~. Section_ 16(7)' 
of the Act would not come into play and the prnvisions_ of the: 
Industrial Disputes Act, 1947 rincloding section 94 were applicable 
to the general insurance industry. Therefore if the companies want­
ed to change the service conditions of the.ir employees affecting:; 
them adversely, they should have given, the petition;rs contend,, 
notice of changes under section 9A of the Industrial Disputes Act,. 
J 947, negotiated with the employees and arrived at some &ettlement 
or had the dispute adjudicated upon tp1der the said Aet. Since; 
this has not been done, particularly when the conciliation- proceed-
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ings were still pending in the absence of Government's acknowledge-
. ment of failure report of the conciliation.officer, the action of the 

Government in issuing the nnilateral notification is bad in law. It 
is submitted further that impugned n.otification is ultra vfres being 
violative o( Article 14 of the Constitution because it discriminated 
between employees 'similarly situated, Pjfticularly in the niatter of 

dearness allowance and retirement age. 

The petitioners contend that under the Sick Textile Under.· 
takings (Nationalisation) Act, 1974, the Coking Coal Mines· 
(Nationalisation) Act, 1972 etc., spearate companies had been formed 
on nationalisation. The employees of those companies were entitled 
to have their service conditions regulated under Industrial Disputes •. 
Act, 1947. In the present case, the employees ,have been deprived 
of the existing benefits without following the procedures prescribed 
under the Industrial Disputes Act, 1947. Therefore, there was 
discrimination and violation of article 14 of the Constiution. The 
petitioners therefore contend that the terms and conditions of service 
enunciated in 1974 being as a result of bilateral agreement, could 
not be changed unilaterally, to the detriment of the employees' 
fundamental rights to carry on their employment for gain and as such 
violative of article 19(1) (g) of the Constitution. It js stated that the 
notification· was illegal, being ultra vires section. '16 of the'Act. 
Siuce, according to the petitioners, such notification deprived the 
righis of the enip!oyees to receive dearness allowance etc. with the 
rise in the cost of living index without any limit, it is deprivation of 

· property without providing for compensation and is thus also 
violative of article 31(2) of the .constitution. The petitioners, 

· further, contend that the Constitution 44th amendment deletin/ 
Articles 31 and !9(t) (f) cannot save the scheme since that Amend·' 
ment came into force only on 20th June, 1979, whereas the impugned 
notification affecting the rights of the employees to emoluments takes 
effect from !st January, 1979. It was further urged that the protection 
of article 3 IB read with Nineth Schedule of the Constitution was not 
available to any scheme or notification much less the present one. 
The present notification, according to the petitioners, disregarded 
the directive.principles enunciated in Article 43 of the Constitution. 
The petitioners therefore ask for quashing the said notification by 
these petitions under Article 32 of th~ Constitution. 

The second batch of Writ applications (,_Writ Petition Nos. 
5434-37 of 1980) are on behalf of the employees as well ~.s the 

A 

.c 

11· 



A 

D. 

E 

F 

II 

• 

270 SUPRlME COURT REPORTS I [1984) 3 s.c.R. 

" Gen~ral IJ\s\Jrance Employees All India Association challenge the 
scheme of 1980 more or Jess on the same though not.identical grounds 
mentioned in Writ Petition Nos. 5370-74 of 1980. Interim order 
was passed in the said application regarding payment of dearness 
aUowance as. would appear from. (J1e Court's ordec dated 25.8.1981. 
In the said order, dir,ections were given for payment of dearness 
allowance payable under th! old scheme from the beginning of 1981 

-with quarter April, as well as quarter beginning from July, 1981 
within ce'rtain time mentioned_in the said order. It was. further, 
·directed that subsequent.dearness allowances' will be paid.in accor­
dance with the directions to be given at the time of disposal of these 
writ applications. ' . 

' In the Writ Petitions Nos. 5370-74 of 1980, there is a petition . 
·on behalf of All India National General Insurance Employees 
Association for intervention. It respresents a Trade Union of work~ 
men working in the offices of General'.Jnsurance Corporation of lndi~, 

• Bombay as. well as its subsidiaries. They, inter alia, allege that the 
main petitions have challenged the scheme of l 980 oµ purely techni­
cal grounds and though it would be correct to say that the scheme 
of 1980 does not meet _the aspirations of the workers wholly as 

.· reflected in the various charters of .demands submitted to the 
. . . 

management, they are of the opinion that the same is not completely 
bereft of any merit so that tbe sa;ne may be quashed by this Court. 
They mentioned certain additional benefits available in the said 

. scheme of .1980 in paragraphs 15, 16, 17, 18 and 19 of the said 
application.· They therefore claim right to intervene in the said Writ· 
application Nos. 5370-74 of 1980. There is J!lso an· application by 
Senior Assistants of the New India Assurance Company Ltd. and 
National Confederation of Generai'Insurance Employees, represen· 
ted by its Vice-president under Order XL VII Rule 6 of the Supreme 
Court Rules of 1966 praying for· permission to intervene in these 
petitions. Upon this an jinterim order was pas5ed on 24.10.1980. 
staying the operation of the scheme (operation of the Notification 
dated 30th September, 1980) and notice was ·issued in the stay 
application. 

All these will be· dispos,ed of by this judgment. 

• It will, therefore, be necessary, before we examine the conten­
tions raised in these petitions, to briefly consider the scheme of l 980. 
As mentioned before, this scheme is called' the General Insurance 
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(Rationalisation and Revision of Pay Scales and other Conditions of 
Service ·of :supervisory,· G:lerical and Subordinate Staff) Second 
Amendment Scheme, 1%0. Some ·new definitrons have been 
provided by paragraph 2 of 1980 scheme which included the meaning 
of the 'Company' and under the scheme it. mentioned that the 
'Company' would mean the four nationalised com~anies, National 
Insurance Company Limited, the New India Assuranc~ Company 
Limited, the Oriental Fire and General insurance Company Limited 
and the United India Insurance Company Limited. Sub paragraph 
(ii) of paragraph 2 of the said scheme defines 'Net monthly emolu­
ments'. By sub-paragraph (ii), the amended definition of 'Revised 
terms', (Revised Scales of .Pay) was inserted. By paragraph 3, · 

. adjustment of pay was stipulated on the coming into effect of 

operation of 1980 scheme. How the basic pay is to be fixed is 
provided by 1980 scheme. It also makes detailed provision~ as to 
how the adjustment allowance is to be dealt. with so far as Dearness 
Allowance, Overtime allowance, Contribution to ~ovident Fund and 
other retirement benefits are concerned. Paragraph 51deals with the· 
'Increments'. Paragraph 6 deals with Earned Leave .and other 
encashnient of leave at the time of retirement and death. Paragraph 
7 deals with 'Retirement' and stipulate,s that an employee who was 
in service of the Corporation before the commencement of the 

·I ' 
scheme of 1980 should retire from service when he attains the age of 
60 years. - But an employee, who joins the service of the Corporation 
after the commencement of the scheme._ will -retire on ·his attaining 

- . 
the age of 58 years. It further stipulates that an employee would . 
retire on the afternoon of the last day of the month in which he 

.,,ttains the age of 60 years' or 58 years as the case might be. Clause 
8 deals with 'Gratuity'. Clause 10 provides the duration of revised 
te1ms and stipulates that the revised terms should be continued 
to be in force unless modified by the Central Government. Then 
the Second f:chedule of 1974 scheme which dealt with Travelling 
Allowance category, Travel by Road and different allowances for 
the same, transfer grant were amended and the new Fourth Sehedule 
included scales of pay to be fixed,, on the revised scales of pay 
indicated therein. 

It is not necessary to set out further details of the actual 
provisions of 1980 scheme. While on behalf of the petitioners, it 
was contended that the revised _scales· of pay. and the terms included i 
therein were highly detrimental to the' employees concerned, on the 

0 ther hand; it was contended on behalf of the Union oflndia as well 

C' 
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as the General Insurance Company that on the whole, lthe revised 
s

1
cales · o( pay provided for better pay, and allowances and better 

opportunities to (he employees concerned. One of the intervener 
unions als6 states that the 1980 scheme is not completely .devoid of 
merit. Parties ):lave taken us through in detail by help of charts and 
other 'figures in· support of the respective cases and contentions. It 
is not necess.ary, in view of the nature of the contentions raised ,. ' ... ' , 
beforC\us, to express any opinion on the merits or demerits of the 
rival contentions .of the parties in respect of the details of eifher or 
both the schemes. It may, however, be stat~d that th~re has been a 
ceiling on increase of pay automatically with the increase of the ries 
in the cost of index. The respondents, namely, the union of India 

·as well as the General Insurance Company, contended that in 
comparisrn with other employees is governmental sectors or public 
sector'j, the employees· of. the general insurance companies were 
'Hi&h jVage &landers' and it was necessary to put a ceiling on the 
emolunients and other amenites in order to facilitate better tunction. 
ing of the i11sura'nce companies concerned as well as subshve the 
object and purpose of the nationalisation policy. The various 
defaited items of the scheme of 1974 and 1980 have to be viewed in 
this background. 

" 
The ob~sic and, in our opinion, the main questions are-has the 

Government and the respondents power in law to introduce the 
1980 scheme and if they hav~ that power, have they exercised that 
power in any arbitrat)" and whimsical manner to deny to the petitio­

. ners any of the fundamental rights and whether the petitioners have 
been discriminated against? These, therefore, are the questions an• 
it is not nec~ssary, in our opinion, to detain ourselves with lengthy 
extr!'cts from the scheme of 1974 and 

1
1980 to examine whicl;l is 

better or "Lbich is detrimental and if so, td what extent. On these, 
there will be and are d1vergenf views. , 

The scheme of 1980 has been framed by the Central. Govern· 
ment under the authority given to it by the Act under General 

. Insurance Busiiiess (Nationalisation) Act; 1972. The scope of that 
a)lthority has;· therefore, to be foun<;I under Chapter V containing 
·sections 16 & 17 of the Act. · We have sel out hereinbefore the terms 
of Sections 16 & 17. Sub-section (1) of Section 16 authorises the 
Central Government, i~ it is of the opinon that \"for the mote clB­
eient carrying on of general inrnrance business, it is necessary to Ito 
so, may. by notification; framt oae or more schemes" proiidii:i .llJ>r 
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.:all or any of the matters enumerated 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' preseot purpose, 
.cJause (g) is r;elevant, which gives authority to the Central Govern­
·ment t6 frame scheme for rationalisation or revision of pay scales 
.and other terms and conditions of service of officers. and other 
.employees wherever necessary. Clame (j) of the said sub-section 
gives authority to tbe Central Government also to frame scheme for 

,Such incidental, consequential and supplemental matters as are 
, , I 

necessary to give foll effoct to the scheme. Therefore, the question 
that 'is necessary [Jr this purpose to determine, is, whether the power 
:given to the Central Government by clause (g) for the rationalisati.on , 
-0r revision of pay scales and other terms and. conditions of seryice 
of officers and other employees, wherever necessary can be said to 
authorise the CentraI!Oovernment to frame the present scheme under 
-consideration. This must be judged in [conjuction with sub-section 
(6) of Section 16 which authorises the Central Governm,nt, by 
notification, to add, to amend or to vary any scheme framed under 
Section !6. The point at issue, is, whether rationalisation or revision 
of pay scales and other terms and conditions of service of officers 
and other employees wherever necessary can authorise the Central 
Government to frame scheme like the scheme of 1980, which is 
unconnected with or unrelated fo the merger of one Indian insurance 
-company with another imurance company or the formation of a new 
company by the amalgamation of two or more Indian insurance 
companies. In order to find that' out, it is necessary to read the 
. provisions of this Act as a whole. Primarily, if the words are 
intelligible and can be given full meaning, we should not cut down 
their amplitude. · Secondly, the purpose!or object of the conferment 
of the power must be borne in mind. Tne first indication of the said 
object in this case, as is often in similar istatutes, can be gathered 
from the preamble to the Act. We have noticed the preamble of 
the present Act. This preamble has a!So to be read in the light of 
·sub-section (2) of'Sectiou 16 which provides that ithe object of the 
Central Government in framing the schemes under sub-section (l) 
was to give authority to the Centra j Government to frame schemes, 
to ensure that ultimately there are only four insurance companies 
(excluding the Corporation) in existence and that they are so situate 
·as to render their combined services effective in all parts of India . 
·Sub-section (2), therefore, to a large extent circumscribes the 
ampliiude, of the power given under sub-section (1) of Section 16 of 
.the Act. As framing of the scheme is an exercise of the delegate.d 
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authority by the Central Government, the memorandum Fegarding. 
delegated legislation submitted to the Parliament along with the 
General lnmranee Business (Nationalisation) BiU, 1972 will provide· 
some. guidance also, As we have noticed. that clause 16 of the s11i<L 
Bill Whi<;,h later on Qecame Section 16 of the Act' explained the "need< 
for delegated authority and stated the object as .'to frame one or 

more scheme for the merger of one Indian insurance company with 
another or for the amalgamation of the two or more insurance­
c6mpanie's and for· matters consequential to such merger or' 
amalgamation as the case might be'. Bearing in mind that t,his is a. 
delegated kgislation and keeping in mind that the authority to frame 
the scheme must be found within the object of the power given under 
Chapter V of the Act and "reading the entire connected provisions. 
toge\her, it appears to us, that the only authority or power to frame 
scheme given was for the purpose of merger of one Indian insurance 
company with another for amalgamation of two 'hr more Indian. 
insurance companies and for matters consequential to such merger 
or amalgamation as the case might be. Any scheme though, it might 
come within the wide expressions used in suB-section (6) of Section. 
16 as well as clause (g) or clause (j) of sub-section (I) of Section 16, 
which is unrelated ~ or unconnected with the· amalgamation of the 
insurance companies or merger consequent upon nationalisation. 
would be beyond the authority of the Central Government. This. 
has to be so if read in conjunction with sub-section (2) of Section 
16 of the Act. lt is evident from the scheme of 1980 that it is not 

' connected with w is not for the purpose to ensure that ultimately 
the;e are only four insurance companies existing and they are se> 
.shuate as to render comb'ined services effective in all parts oflndia. 
It is true that subsequent to ihe merger of the four insurance compa­
nies, scheme. as indicated herein-before, dealing with P,rovident 
Fund, Gratuity etc. have been framed but these, in our opinion, aFe 
irrelevant when judging the question 0fthe authority to frame a 
particular scheme which is impugned. It is also true that the scheme 
of 1974 so far as pay scale was concerned as indic\\ted in the scheme 
as we have set .out hereinbefore provided that the scheme would 
remain in force initially for a period upto 31st December, 1976 (!nd 
thereafter shall continue to be in force unless modified by the Central 
Government. It is also true that the employees themselves, as 
indicated hereinbefore, wanted revision of pay scales and claimed 
through their numerous charters of ·demands amending or framing 
of a fresh scheme by the Government on the basis tlrat ihe Central 
Government alone had the authotity to frame . tbe scheme under the., 
Act, Certain amount of revision of pay· scale and· other terms and 
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conditions become inevitable. from time to time in all running busi­
ness or adminlstrations. Clause (g) of sub-section (I) of Section 16 
authorises the Central Government 'ta frame schem.e for ratiol)alisa­
tion and revision of pay scales and other terms and conditions of 
ser\.ices of officers and other employees wherever necessary. But it 
is evident that the scheme oJ 1980 impugned '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 object of delegated 
legislation as explained in the memorandum to the Bill which 
incorporated Section 16 of the Act, read with the preamble of the 
)\ct, unless it can. be said that the scheme is related to sub-section 
(2) -of Seetion 16 of the Act, it wonld be an exercise of power beyond 
delegation. The duty ·af the Court in interpreting or construing a 
provisio'n is to read _the sectiqn, ·and understand its meaning in the 
:context. Interpretation of a provision. or statute . is not a mere 
exercise in sen11ntics but an attempt to find out the meaniiig of the 
legislation from the words use.d, understand the context and the 
purpose of the expressions used and then to construe the expressions 
sensibly. 

There is another aspect which has to be kept in mind. The 
scheme is an exercise of delegated authority. The scope and ambit 
of such delegated authority must be sp ·construed, if possible: as not 
to make it bad because of the vice of excessive delegation of legisla­

. tive power. In order to make the power valid, we should so cosntrue. 
the power, if possible, given under Sectioh 16 of the Act in such 

. manner that is does not suffer from the vice of delegation of exces­
sive le~islative authority. 

' . 
It is well-settled that unlimiteq right of delegation is not 

inherent in the legislative power itself. This Court has reiterated 
the aforesaid. principle in Gwalior Royon Silk Mfg. ( Wvg.) co: Ltd. 
v. The Ass11. Commissioner of Sales Tax & Ors.\1! The growth of 
legislative power of the ~:10cutive is a significant development of the 

. 20th century. The theory is iaissez-faire has been given a go-by ·and 
· . large and comptehensive powers are being assumed b)' the State 

with a view of improve social and economic well-being of the 
people. M<?st of the modern socio-economic legislations passed 
by the legislature lay down the guiding principles of the legislative 

·policy. The legislatures, because of limitation imposed upon them 

(I) [1974] 2 S.C.R. P• .879. 
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A ·and the time factor, hardly 'ean go irito the matters in detail. . The ~ -
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· ·practice of empowering the executive to make subordinate legislatton 
·within he prescribed sphere has ~volved out of practical necessity 
and pragmatic needs of the modern welfare State. 

Reg.arding delegated legislation, the principle.which 'ftas been 
well-established is that legisl~turc must lai down the guidelines, the 

. principles of. policy for the ·authority. to whom power to make 
suborcjinate legislation is entrusted. The legitimacy of delegated 
'legislntion depends upon its being used as ancillary which the legis· 
'lature considers to be necessary for the purrose pf exercising its 
kgislature power effectively an'd completely. ·The ·1egisla\ure must 
-r~tain ·in its own hand the essentiarlegislative function which con" 

· 'sists in declaring the legislative policy and lay down the. standard 
'which is to be enacted into a' ru)e of law, and what-can be· delegated 
'is the task of subordinat\) iegislatlon which by very nature is ancil­
lary to the st.atute which delegates the power to make it effective 
provided the legislative policy is enunciated with sufficient clearpess 
-or a standard laid down. The courts cannot .and do-not interfere 
on the discretion that undoubtedly rests with the legislature itself in 
determining the .extent of \he delegated . power in a particular case. 
It is true that in this case. under Section 16(1)(g), ration·alisation or 
revision of pay scales and other terms and conditions of service of 
·officers and other ·employees wherever necessary is one of the purpos« 
fonvhich scheme 'can ·be· framed under Section 16(1) of the Act. 
•Jt is also true that incid~ntal, cons.i:quential and suppleniene(ary 
'niatters as are necessary to give full effect to the scheme are also 
authorised under clause {j) of sub-section (I) of Section 16. It has 
also to be. borne in mlnd • that scheme and .every" amendment to a 
scheme framed under section · 16 shall be laid as soon as may be 
after.'it is made before each House of Parliament. The last provi­
sion is indicative of the power of superintendence that the legislature 
maintains over the subordinate iegislation of scheme framed by the 
delegate under the authority g!ven under the Act. _From that point 
of view, it is possible to consid.er as indeed it was argued on behalf 
. bf the respondents in this case, that having regard to the fa<;t that one 
of the objects of the Preamble is regulation and control of general 
insurance .business and other. m1tters connected therewith or inci­
dental thereto. and having regard to the fact that rationalisation and 

. tevision of i'ay scales whenev·er necessary was one of the objects 
envisaged under sub-section (1) alongwith clause (j) of sub-section 
ti) of Section 16 of Section 16 read with the :Safeguards of section 
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·" 'f?-as·we nave ~et out hereinbefore in case of revision and rationalisa­
. -1. tiO\l of pay spales whenever it becomes necessary! as in this case, 
~ . ~ccordi.ng to the respondents, it had become necessary, the scheme 
J -0fl980 wa~permissible within the delegated authority:'.But we 

must bear. in ininc\ the observatio.ns of Mukherjea, J. in The Delhi 
Laws'l') case to the following etfect: 

''The. essential legislative function consists in the c;letcr· 
·mi nation or choosing of the legisla!ive policy and -0f enact-

) · ing that. p9licy into a binding rule of conduct. It .is open to 
. , ·the legislature to formulate the policy as broadly and with as 

B 

little or as much details as it thinks proper anci it may dele- o 
·:gate the rest of the· legislative work to a subordinate autho-
. tit)' who will work out of the details within the framework of 

that policy". . · 

~ But as explained' befote the Act must be read as a whole. 
· ,-( The Act must be read in conjunction with the preamble to the Act 

~nd in conjunction with the memorandum in Clause No. 16 of the 
Bill which introduced the Act in question. But above all it must be ~ 
read in conjunction with -s~]}·s·ection (2) of Section 16 of the Act 
·which clearly indicated the object of framing ·the scheme under 
'Section 16(1) of the Act. The authority and scope for subordinate 
1egislation can be read in either of the two ways ; namely one which 
.creates wider delegation and one which restricts that delegation. In 

. 1- -0ur opinio1\, in view of the.language of sub-section (2) of Section 16· 
and the memorandum to the Bill. in the peculiar facts of this case· 
(he one which restricts the delegation must be preferred to the other. 
So read, in oiir opinion, the authority under Section 16 under the 
<Jifferent ·clause of sub-section (I) must 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 mentioned . 

· in different clause of sub-section (I) of ·Section 16 must be 
... celatect to the amalgamation or merger of the insurance companies . 

as . envisaged · both in the memorandum pn delegated legis­
lation as well as sub-section (2) bf Section 16, We may mention 

, in this connection that in the case of A.V. Nachane & Another v. 
Union oF India & Aiz~ther,<'l this contention of delegated legislation 
was .adverted to. In that case the Court was concerned with Life 

~ (I) [1~5lj S.C.R. 137. 
~) 11,ll] 2 S.C.R • 246. 
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A ·· "lllfl,iFl!'.rtce.-(io!'J??railoty('i\.'l)end(n~nt~A~t, !~~I \Vhere tf\e 'po1icy .of.1-
tl),\tActJIB 41a1ed iD tli~~~bie cof. the·A:~ndm,eni ,Act ~ itrat:. 
"fQ,.r se~utip.jf the int~rebtS of the Life Insurance Corpol'a!ion o( . 
I1i1~ill:.a11cUt~;policy:hold~rs anp to con\rol the cost of ad.Il)}Iiistra': · 
tion, it Is necessary' that revisipn of the ter~ a11d.cond1tion of• 

B 

c 

D 

11 

G 

service applicable to the employees and agents o( the Corporation; 
shou!4 b~ undertiJ,l<en ex11endious)y. 'That wa~ the object· of the ' 
Act iii, qu~stion. U11fortimately that. is not the oliJ¢ct il)dicateCU ·.,I. 

;is th.e oJ;ject or the Powe,t to. trame schpme t!nd.er Seclion. f6 of the' , 
present A,ct. In view of tha.t object menti.oned. in tM said decisiow 
and 'rcir . other rea~ons in the ctise of,{ V. Nachane & Anotlrerv:: · > 

Union 4hl~i~ & "no!lzd (~upfa), this Court held.that th¢ ~et in• 
que.stio11, did nqt suffer frolll the vice of .e'xccssive delegation .. In· 
view 'or what we hav.e sfated hereinlief6fe, the scheh'ie of f9.SO so· 
far as it is 'not related to the amalgamation or merger of ;ri'surance 
cornpanies, it is not warrant~cl by sllb:m:tion.{l) of section 16. If' 
that. b~ go, the sche!Jle must be held to 'be ba<l and beyond autho- f 
rity. o 

This being the positiol}, it is not rtecessa>y to examine the vari-• 
ous other contentions raised in this case. Various contentions have 
been made. Both sides relied on various decisions in support of their 
respective contentions; Both sides reiied on the de~isions dealing with, 

· the employees of the Life Insurance Corpora ti~ and the Acts and the 
all;lendments in cbnnectioil .with their. terms of employment. We -:<. 
will just note the decisions. Reliance was placed on the decision in, 

the case of Madan.Mohan Pathak v. Union of India & Ors, Etd1r 
Th~ q\lestion in that decision. was.that the validity of Section .3' of:the· 
Life Insurance Corporation (Modifiption of Settlement/ Act,. !9'76. 
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 tllere wa~ a writ petition which was allowe<! by 
the learned single J.udge of the High Court a~d appeal was preferred )-, 
from that c!ecisicin. During the pend ency of the appeal; there. was 
an ame.ndment to the Act rn1mely, the Life Insurance Corporation 

(MMifieatior of Settlement} A9t, 1976. In the Letters Patent Appeal,. 
th.e Corporation stated that in view of the impugned Act, th.ere was. 
n.o necesscity for proceedi11g with. the appeal and the Division Bench 
of Calcutta High Court made no · order on Hie said appeal. This . 

• 
,i) [.1978] 3 S.C.R.334. 
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<;:owt hek! ~gnong Qtber things th,at t!ie rights of the parties had 
· •<:rystl\llised. ii) t~e JtHlll,!l)ent and became tlfo basis of a Mandamus 
«>f the Hig}1 Court at!d it.could not be taken away by indirect fushion 

, ;proposed by the Actuni;!er challenge ·before this Court. 

·Chandrachud, J.,•s the learned Ch-ief Justice then. was, speJll!.· 
'ing for himself and Fazal Ali an\I Shinghal, JJ. concqrred wit)l, tl;w 
J. majority view on the basis that the impugned Act violateJl Artjcll' 

' .'31(2) of the Constitution and was therefore void. Bbagwati, J, spe,a~­
ing for himself and on loehalf of Iyer & Des~i, Jl. was 9ftl:!ll v~~w 
ihat irrespective of whet.her the impugned Act was constitutionally 
·valid or not; the Corporation wasbound to obey the ·writ of Marida-. 
mljs issu_ed by t_he High Court and to pay the bonus for the year 
l.975-76 .to «lass Ill and. Clas.s IV employees. The· said learned 

·-;,judges held that writ of _Mandamu.s was not touched by the ii:npup•., 
<:d Act. Th_e o_ther observ.ations of the said· Judges as well as tme 
-other l~arned Judges are not relevant in the view we· have taken. lB 
instant case before us we do not have any case of.settlement whicli. 
was the subject matter there between the workers and the emplo)!Cf~ 
=d the rights flowing therefrom .. 

A 

' 

c 

• Rclia.nce was als.o placed on the decisio.n •in the case· of The . 

1
Life l:isuran,ce Corporation of India v. D.J: Bahfdur & 0r.r(1). as well 

::; as the <!e~is,ion in the.case of A.V. Nae/Jane ct Anotlier v. Union Qf ·. ' 
India & Another (supra). In the view . we. have taken, it is not 
·necessary t9 ex.amine these 'decisions in d~t.ail. In those cases, the 
.question un,der. consideration· was the Life Insurance C0rporation 
Act, 1956 a_nd the sul:>sequent amendments thereto as well as certain 
-orders in respect of the same. · 

T.h•'basi$. upo11 which tjie (\foresaid two decisions proceeded 
)< •·were (a) a 'ifgl)t hac) crystallised l:>Y the directions iri DJ; Bahadur's 

-case (su_pra} and this c9uld not. lte altered 6r taken away except by 
• .a fresh iud1,1strial settlement or award or by relevant legislation and 

(b) the rele.vant legisla.tion which was the subject.matter of challenge 
in A.V: Npchane's. case (su{'ra) can, not take away the d(lhts whieh 
.had accrµ,eq t.o the _employees· with retrosl'ective effect. As. is 
.evident frnw. !bl' fac.\s qf the. case l:>efore us, the situation is entirely 

.;different. We an; conyerne.d here with the qu~stion primarily 
whether th~ scheme is authorised by the Act and if it is so authporis" 

• 

(1) [11181) J,,S.C.R. 1083. 
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•· 
ed, the question is whether· the Act in questidn is constitutionall.i>· 
valid io the sense .it had taken away any rights which had crystallis-. 
'ed or whether it infringed Article 14 of the Constitution. These­
decisions also deal with the question whether a special le.gislation· ' 
w6uld supersede a general legislatfon and ~ich.legislation could be­
considered to be a spedal legislation. It may b.enoted that we are·,< 
not concerned. with any settlement-or award.· ·1n that view of the'~ 
matter, it is not necessary to detain ourselves with the .said decisions.-._ · 
and the various aspe_ct dealt, with in the said decisions. 

-- . . . 
Another aspect that was ca11vassed before 11s was whether· 

Section 16 of the 1972 Act with which we are concerned in any way 
· affected any industrial dispute and whether the provisions of sub--
. section (5) of Section 16 or sub-section (7) of Section Hi in' any way 

curtailed any right in· respect of any industrial dispute and if so~ f 
whether t!ie General Insurance Business (Nationalisation) Act, 1972-. 
is a special legislation or whether the Industrial Disputes Act, 1947' 

D · · ·is a special legislation in respect. of adju<)ication of rights between 
the employees and the employer. 

F 

.G· 

H 

If we had held th'at the scheme of 1980 was permissible witliia 
the power delegated under Section 16 of the General Insuranc~ 
Business (Nationalisation) Act, 1972, it would have been necessary·-i 
for us to discuss whether there. is any conflict between the provi­
sions of the said . Act and . the Industrial Disputes Act, 1947' 

• and·if so, 'which would prevail. Sectjon 16(5).ofthe 1972 Act, ai» .·· 
we have.noticed earlier-, stipulates that notwithstanding anything 
contained in'theJn.dustrial Disputes Act, 1947 or in any other law 
for the time Being.in force, the transfer of the services of any_officer 
or other employee of an Indian insurance company to the:acqµiring 
company shall not entitle .any such officer or ·other emplifee·to any ).-, 
compensation under tliat Act or other law, and no StJCh claim shali -.f 
be entertained by ariy court, tribunal or other authority, This, to a 

' certai'n extent, clearly excludes the- -0peration of th.e Industrial Dis--
pules ~ct, 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 scheme of 1980 was valid in -
proper ei'ercise of the authority under Section 16 of the

0 

Act, a ' 
question would have arisen"as to whether the ceiling and other-con"·' 
ditions on emoluments could be imposed on the employees in the- ' 
manner proposed to be d1>ne ·under the scheme of 1980 'without. 
reference to the procedure for adujication of these matters under theo 
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Industrial Disputes Act, 1947. Then the question had to be judged 
by reference to sub-section (5) 'and sub-section (7) of Section !6 of· 
the 1972 Act. Section 16.empowe•ed the· Government by notification 
to add to, am.end or very any scheme framed under Section 16(1). · 
Sub-'section (7) provid,:s that the provisions of this section, namely· 
Section 16 of the 1972 Act and of any sch.eme under it shall have 
effect notwithstanding anything to the contrary contained in any 
other law or any agreement, award or other instrument for ihe time 
being iri force. 

We have noticed the scheme of 1980: That schem~ puts· 
certain: new conditions about retirement, about emefoments and 
other benefits of the employees. It may be noted that the applica­
tion of Ind.ustrial Disputes Act as such in· general is not abrogated 
by the provisions of 1972 Act, nor made· wholly inapplicable in 
respect of matters not covered. by any provisions of the. scheme. 

This aspect is important and must be borne i~ mind. 

Wrongful dismi>Sal, other disciplinary proceedings, unfair 
labour practices, victimization etc. would .still remain unaffected by· 
any scheme or. any p1ovision of the Act. The only relevant and 
material question that would have arisen, is, whether in ca:;e where a 
statutory ceiling which one ~f the . counsel for the petitioners tried 
.to describe as "statutory gherao on rise of increase in emoluments 
and o.ther benefits with the rise in the cost of index of prices" affec­
ted the position under the Industrial Oisputes i\ct; 1947. •It may be 
noted as we have noted before that this. is not a case where any 
dispute was pending before any tribunal or before any authority 
·undef the Industrial Disputes Act, 1947 bet)veen the workmen con­
cerned and the insurance companies. Though there was conciliation 
proceedings, the conciliation proceedings could not n;ach to any 
successful soluti?n and the Coi1ciliation Officer has mad~ a report 
failure of conciliation. The Goverment ·had the report. Thereafter 
the Government has not referred the dispute to any industrial 
tribunal put has framed a scheme which is the subject matter of 
challenge before us. It cannot, in our opinion, be said that concilia- · 

' tion proceedings or any proceeding under the Industrial Disputes 
. Act were pending ·and therefore i.n the middle of the proccedin.gs 

under the Industrial Disputes Act, the Government had acted an~d. 
framed t.he scheme .and as such th~ same was bad and i'llegal. There 
were no pro'ceediogs pending under .the Industrial Disputes Act, 
1947. With the finding of the Conciliatfon Ojllcer, the Government . 
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haq:t"lO. options, ~thef reaching a ~~ttlemenl or fra,ining a scheme 
'on the one hand· or to make a referenre to the tribunal of'thc 
dispute.regaqlingthe points ·mentioned in the demands ·of the work" 
men. T:here is'one factual dispute which, in our opinion, i1tnot 
v.e~':l material. According to the petitioners, the Government had· 
not acknowledged the receipt of the failure report of the Concilia· 
tion Officer. According to the respondents, the receipt ·was acknow· 
ledged ; the. failure of the conciliation proceeding~ however, is 
admitted, ·'No .further steps or proceedings were required R£ s\Jch. 
The Government had to assess on the failure of the conciliation 
proceedings either io refer the matter to the tribunal or to take such 
steps as it consid~red necessary. If.th~ Gover.nment had not taken 
any ofthe steps, tben it was open, if the employees concerned wero 
in any way aggrieved, to take appropriate proceedings agaJnst the 
Gov.ernment for doing so. As mentioned hereinbefore if the scloeme· 
was held ·10 be valid, then the question what is. the ,general law and 
what · is the special ·1aw and which . Jaw in case of conflict would 
prevail wou.ld have arisen and tha\ would have necessitated'the. 
application of the principle "f.Jeneralia spe~ialibus no1i d<rogant". 
Tfie, general rule .to be followed in case of conflict Iietween ,two 
statutes is tliat the late; abrogates tl\e earlier .one. In- other words, 
a wior spe_cial law would y{~ld IQ a.later general law, if either.of the 
two fOllo.wing conditions is satisfied. ; . <. 

(i) The two are inconsistent with each other . 
• • 

(i\) There is some express reference in the lat~r to the. 
earlier ·enact men!. 

If either of these two'conditii>ns is fulfilled, the later law, even 
though gener~I, would prevail. 

. From-the text and the. decisions, four tests are deducible and. 
G these ate : {i) The legislature b&s the undoubted riglit to alt~r a law. 

·already promulgated through subsequentlegislation,·(ii) A special law 
may be. al!erga'tcd or repealed "by a later general bw by aa express. 
provision, (iii) A later general law will overri<je iJ. prior special law 
if the two are so rcpugn·ant to each ot])er that they c_aQnot' co-exist · 

·even though no express provision in that behalf is found· in the 
Ii gen<;r~I Iiw, and (iv) It is. only in. the ab;ence of a . provision to the 

contrary and of a clear incol!sistency that a sp<;cia1 law wi)l'rem~i11 
· wholly unaffected .by a later gen.era! law. See in this conn~ctlon,. . 
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'14~well on "The I11terwet~tiop.<;>f $.~l!tutes" Twelfth E<!ition;pages 
19ti·l9E. . . . 

A 

The quesOon was posed in the case of 'fl!e Life lnsutance Cqr, . 
po ration of India v. D.J. Bahadur & Ors, (supra) where at page 1125, 
Krishna Iyer, J. bas dealt y;ith the aspect of th~ question·. There· B 

·the learned Judge- pose(i the quei;ti9fl wi1ether the LTC Act was a 
special legislation or a .general legislation. Ref~rence in this. con-
nection may abo be macte on Craies .on "Statute (aw" Seventh 
Edition (1971) paras 377-3_&2,'bµ~ it has to be l)rope in mind that 

·primary intention has .to be given effect to. ·Normally two aspects 
of the question woyld have demanded an~W>r&, if th>Wheme.of 
1980 was held to bo valid on the first ground ~s we have discµssed, 
-0ne is whether th<; Gen~al.Jnsura!)ce Busines.s (N<>tiunalisa\ion) 
Act, 1972 is a special st~tWe anc,l the Indus.trial Disputes Act, 1947. 
<s a general Act or vice v.~rsa, and secon<;lly whet~cr there is a.ny 

·1'xpressprovision in the General Insurance Business (Nationalil\ll-
· 1ion) Act, 1972 which deals with the subject. Now in.this .case \\(e 
have categorical referenY!l to the Industrial Disputes A,ct, 1941 in 

·sub-section (5) and sub·section (7) of Section 16 of the General 
Insurance Business (Nationalisation) Act, 1972. There is, however, 
one a~pe~t "here i,t would have bee.n neceSs?•Y has! w~ beJd the 
·'6ch~mc to be v~lid otherwise, if there had been no General· insu­
rance ~~siness· tNationa!isation) Act, 1972, then t.he employees 

· '\VOUld have been en ti.tied to .r.ai~e a dispute on the question o( in­
Fease of emoluments and revision of pay scale J>lith r.ise in the cost 
-0f index• of the prices under the Jndusfrial Disputes Act, 1947 . 
. In such -a situation, the Government, after conciliation proceedings, 
. was empowered to .make a reference if it considered so necessary 
, having regard to the niture of the disputes raised .. Though it can­
, 110! be said that reference was a matter of right but it was within the 
'tealm of power of tile Government ·and the Government has a duty 
tO' act with discretion on relevan-t considerati~ns to make or not to 

:make a reference· taking into· consideration the facts and circum­
' ~tances of ea.ch case .. To. that limitesJ ex,le!ll it cout<l have i)ee11 said 
, tbat this right or pow<;r J1as 6etn cqrtaile\l by the Genera) lnsµraµce 
Business (Nationalisation) Act, 1972, if tf)~ s9))eme wWi otherwi~i: . 
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Having regard to the .context in which the question now arises H 
1iefore us, in our opinion, there is no ques\i,qn il,s to wh~!qer the 
.vrovisions of Industrial Disputes Act wo.uld prev~il <;>vet iqe,'provi-
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sions of General Insurance Business (Nationalisation)· Act. 7 There 
is no industrial dispute pending as such. The G~neral Insurance 

. Business (Nationalisation) Act, 1972 has not abrogated the Indus-­
trial Disputes Act, 1957 as. such. 

The question of the application of the principle of "Genera/ii¥ 
specialibt1s non derogant" has been dealt with irr the case of J.K .. 
Cotton Spinning & Weaving Mills Co. Ltd. v. State of u:P. & Ors.\1)< 

Some 9f these aspects were also ·discussed iu the case of U.P. State0 

Electricity Bodrd & Ors.·v. Hari Shanke~ Jain and Ors,l'I 

Had it been ·possible to uphold the scheme of 1980 as being: 
within the power of 1972-Act, it would have been also.necessary for 
us to consider whether such a scheme or Act would have been cons­
titutionally valid .in the context of fundamental rights under Article-
14, article 19(I)(g) and article 31 of the Constitution and th~ effect 
of the repeal of article 31 by the 4!1th amendment of the Constitu-­
tion. The General Insurance Business (Nationalisation) Act was; 
put in the Nineth Schedule of the Constitution as item 95 orr 10th, 
August, 1975 .. The effect of putting a particular provision in theo 
Nineth Schedule at a particular time has been considered by this; 
Court in the case of.of Prag lee & Oil Mills & Anr. Etc. v. Uniorl or 
India.(') It was held by the. karned Chief Justice in the said decisiom 
that on a plain reading of article 31A, .it could not be said that the 
protective umbrella of the Nineth Schedule took in not only the .. 
acts and regulation~ specified ·thereiil but also orders and notifica-. · 
tions issued under those acts and regulations. Therefore if any­
rights of the petitioners had beell, affected by the scheme of 1980> 
then tl:1ose-rights would not enjoy immunity from being scrutinised: 
simply because the Act under which the scheme was framed has. 
been put 'in the Nintli Schedule. In any event any right Whick. 
accrued to the parsons concerned prior to the placement of-the 
Act in theNineth SchedtJle cannot be retrospectiv_ely affected by1 
the impugned provisions. -

It was contend~d that the rights of the peritfones under article-
· 19(1)(g) have been affected by the i!llpugned legislation and the: -

. scheme framed thereunder. Empo:,veririg the Government to frame: 
. schemes for ·carrying out the purpose of the Act, does not, in our 

' H (I) 1961] 3 S.C.R. 185: 
(2) .(1979] 1 S.C.R. 355. 
(3) [1978] 3. S,C.R 293. 
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opm1on, in the feels an!l circumstances' Of the case;in any way, A 
affect or abridge the fundamental ,rights of the petitioners and would 
not attract article 19(1) (gj, , 

The other aspect 'which was canvas~~d before us. was whether 
the Act and the scheme in question violated article 14 of the 
Constitution: This question has to be understood from two aspects,. 
namely whether making a provision for salary and emoluments of 
the petitioners who are the employees of the General Insurance 
.Corporation speci.ficaly and differently from the empwyees of other 
public section undertakings is dll;criminatory in any· manner or not 
and the other question, is,' wl)ether making a ·prov.ision. for the 
employees of General Insurance Corporat,ion for settlement of their 
dues by schemes and not leaving the. question open to the general 
provisions of Industrial Disputes Act, 1947 is discriminatory and 
violative of the rights of the employees. 

It is true that ·sometimes there have been rise 'in emoluments 
with the rise io the cost of.inde~ in certain public sector corporations: 
The legislature however is free to recognise the degree of harm or 
evil and to make provisions for the same. In making dis-similar 
provisions for one group of public sectm undertakings does not per · 
se make a law discriminatory as such. It is well-settled" that cou~ts 

· will not sit as super-legislature and strike down a ·particular classifi­
cation on the ground that any under-inclusion namely that some 
others have been left untouched so long as there is no violation. of 
constitutional restraints: It was contended that the application of 
the Industrial Disputes Act not having been excluded from the 
Nationalised Textile Mills, Nationalised Coal 'and Coking Coal 
.Mines and Naiionalised Banks but if and is so far as it excluded the 
application o,fthe Industrial Disputes Act, in case of general insurance 
companies, the same 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 197{!'.(•) The same principle 

c: 

was reiterated bj' this Court in the case of State •of Gujarat and Anr. G 
v. Sh•i Ambica Mills Limited, Ambedabad etc.C'l In that case, this 
'Court was of the view that in the niatter of economic legislation or 
reform, a provision would not be struck down· on the vice of under· 
inclusion, inter alia, (or the reasons that 'the legislature could' ,not be 

(1) (1979] 2 S.C.R. 476 at pages 540-54_1 
; (2) [1974] J S.C.R. 760 
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(eqair~to im!l0$e upql) ~dmipl$\r11.t.ive ase11cie!i ta*. whjc~. co1\l,<J 
not ti.e;;arrred out 01 whic,h must b~ can:ie!i;0;11t 011 a lai;all ~c.aleat a 
single ·stroke. It was further reiterated that piec~~al appr9ach to a 
:ge11eral ·problem.permitted by ·under-inclusive classifications, is 
·so.m.etimes justified when it ;s eonsidered that legislaiurt>S deal with 
SUCh problems U~ually on an eXJ?etimebtat.ba'siS. ltis impossible to 

· tell how successful a particular apJ?roach migh1 be, what dislocation . 
might occur, and what situation might develop and what· new evil . ·. ' 
·might be. generated in. the attempt.· .A<lm.inistrative e~pedients. 
must be forged and tested. Legislators rccoznizi11g these factors 
might wish to proceed cautiously, an~ couJts must allow them-to do 
so.' This principle was again reiterated· in the Constitution Ben.ch 
decision of' this Court' in the case·ofR.K . . Garg •te. v. Union of India 
& Ors. etc.(1) . . 

As there was no ind~strial· dispute· pending, we are of the 
opinion .that on the ground that the petit

0

ioners bave been chosen 
out .of a vast body of workmen· to b~ discriminated apinst aud 
excludin~ them fron;i ihe operation of Industrial Disputes A~t, there 
has been no violation o.f Article 14 oft.he Copstitution. This question, 
however, it ·must be ·emphasised again, does .not really arise in the 
iview \ve have taken. 

Before us it was 'contended !hat sick mills which have been 
•J]ationalised have bee~ tre~tecl diff'eretitly. than general insurance 
. employees under 1972 Act in Section 16(5) and Section 16(7) and in· 

· the scheme framed under the General Insurance Business (Nation~­
Iisatfon) .Act,. J972. The object and purpose o'r u;e $ick Textile 
Undertakings (Nationalisation) Act, 1974, •was "reorganising .a·nd 
rehabilitating such sick textile undertakings SO as to subseF\'e tile 
interest; of genera.I public ·by :augmentation of the products and 
c:Jistribution at fair prices ~f dijferent varities of clo!h and yam", 
The basic objective of the .said Act. was rehabilitation of the sick 
textile mills. That was different from the purpose of the present' 
Act .. the sick textiT9 un.its had tinder.them the bulk o~ their emplo­
yees as· workmeh those who. came under the provisions of Industrial . 
Disputes Act; Section 14 of the said.Act st.11tutorily recognises t~e· 
special position of the workmen as contra-distinguished. ffom the . 
other employees by enacting· seperate. provisions in lhis respect 
thereon. Further-more it has io be borne in mind that the aforesaid - . ~ . . - .. 

(!) [1982] l S C.R-,947 
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Ac.t was ~crnceriied wi\lh the etl'Stirhl'g att~ntation of production . A 
and disfflbuffliit·-of cei:titln 'Cloth ·and yarn which are commodities. 
eslieiitial to the ilalional eci>iloiny b'einj!; important consumer items .. 
Therefore the case of tl!e c'fnployees of sick textile Utld'eitakings: 

. · Which hlis been mfotiorted by tlfe pe'titloners an'd argued before US: 

cahiio't be c61npareil 011 Similar lihes i•n respect of this aspect with 
tlie present petitioners. We ,\ionld have rejected this submission on a 
behalf oftlte petifforiers, h!rd rt been necessary fdr us to do so but h1. 
tl'fe ~iew that hlis been tal<e'h, it is not necessary. 

Atibtlie'r item mentioned o'efore us was tlfe empfoyees of Coking- . 
Coal Mines (Natidlrtllisatioh) Act, 1972.' It has to be.borne in mind 

·that the object covered by 'the schem! of th:e Act was entirely diffe-
rent 'from the General fnsurance Business (Nationalisation) Act,· 
1972. The Coking Caal Mines ~Nationalisation) Aet, 1972 was 
enacted to provide for the transfer 01' the interest 6f the owners' ~f 
such mines Mil also the transfer of the interest of owners of coke 
oven plants with a view 'to "reorganising aild re-cdnstructing such 
coal i»ibes and pfants ·for the purpose of protecting, serving and 
permitting scientific de.velopment of resources of cok;ng coal nee'ded. 
to meet the growing requirement of iron & steel industry" .. Accor-
ding to·the normal prevalent view, the workmen of Coking Coal 
Mines were swea.te(l labour. These workmen constituted very large · 
percentage of the employ~es. The act in question namely the Coking . E'. 
Coal Mines (Nationalisation) Act· recognised the independent exis­
tence '~f the said workers as a class. It has also to be kept in mind 
that coking coal is a commodity very vital to the national economy 
·and prime raw materials of iron & steel industry which is a basic 

" industry. The workmen employed ill the coal ·mines were also 
sweated labour, Their special position was also statutorily recognised 
in the said _Act: Coal ~s also one of. the basic materials required to 
sustain growth. The provisions of Coking Coal Mines (Nationalisa· 
tion) Act have been considered in detail and the special feature has 
been taken note of in the case of Tara Prasad Singh etc. v. Union 
of India &·Ors('). According to the respondents, Class III and Class · G; 
IV employees of the General Insurance Company are high wage 
earners. They are islanders ·by · themselves-accorcjing to the 
respondents". It is true that judges shoul(not bring their personal 
knowledge into action in deciding. the controversy before the Courts· 
but if common knowledge is a~y guide, then undoubtedly these 

. Hr. 
• 

(1) [! ,80] 3 S.C.R. 1042 . 
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emptoyees are very highly paid incompa~ison to many others. The 
· object of the Generitl Insurance )3usiness (Nationalisation) Act, 1972 

is to rurr the busin~s~ efficiently so that the funds available might be 
utilised for socially viable arid cor~ project~ of national importa~ce. 

-From oiie point of yiew the Nationalised Ban.ks and the Insurance 
Companies for the purpose of applicability or otherwise of th; 
pr~yisions'of the Industrial· Disputes Act .catinot be treated as belon­
ging, to one· class: . Historical reasons provide an intelligible .. 
differentia distinguishing Nationalised lllsurance. Companies from.· 
the Nationalised Banks. The reason suggested· by the respondents 
was that prior t.o Banks Natio-nalisation, Industrial disputes between 
workmen and the Banks were treated since 1950 on At! India basis 
with the totality of the· banks being involved therein. Several awards. 

·ha\'C. been made. treating them. as such iik'e Shastri Award, 1953. 
Shastri Award Tribunal was constituted witli a view to settle the 
disputes of the workmen of the B~nks with all commercial Banks 
(excluding Co-op~rative Banks etc.) on the oµe hand and the emplo­
yees on !he other. Desai Award, 1.962 bipartite settlement between 
Indian Banks Association and the Ex_change BallkS Assoc'iati~n on 
the one hand and All India Bank ·Employees Associatton and All 
Ind1a Bank Employees Federation on the other, are some of the 
examples. As against this, prior to the Act in question before us, 
disputes between insurance companies and their workmen were 
settled on independent company basis w_ith !\o All India projections 
involved. Ii inay also be noted that unlike the case of $Ome banks, 
there is no existing award or settlement with the petitioners einplo­
}ees of the general insurance companies and the four insurance 
companies. The financial resources, structures and functions of the 
Banks are-different from those of the insurance companies. It may 
also be neted as was pointed OUt to US On behalf _of the respondents 
that ·Bank's Class Ill_ and IV employees are about 4,85,000 in 1982. 
as compared to insurance companies which employ_ about ,25,000 
·Class Ill and.Class IV employees.· Therefore for' the :Purpose. of 
·rationalisation, the insurance companies wanted to curtail their 
emolum~ilts _on a small scale. ·It cannot be said that there are no· 
disting~ishing fa~tors and that for choosing a particular . group for 
ei1perimeut, the respondents should befound guilty o£treating people 
differently while they' are alike in all material respects. : 

Differentiation is not always discriminatory. If there· is a 
rationl!l nexus on ·the_ basis of which differentiation has been made 
with _the object sought to be acl>ieved by particular provision,. then 
1a1ch .differentiation is not discriminatory and does B'1t 
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'Violate the principles· of article 14 of the Constitution. This principle 
ci~ too well-settled now to be .reiterated by reterence to cases. There 
is intelligible basis for differentiation. Whether the same result. or 
better result could have been achieved and better basis of differentia­
·tion evolved is within the domain of legislature and must be left to 

A 

•t)le wisdom of the legislatu,re. Had it been held that the scheme of ·. B 
1980 was within the. authority given by .the Act, we would have 
rejected the challenge to the Act and the scheme under article 14 
·cf the Constitutioi1 . 

It was also urged before us on behalf of the respondents that 
the petitioners being employees of public sector undertakings, and 
't,hese are economic instrumentalities pf the State and having regard· 
to the e-0ntents and .contour of the concept ·of public employment 

.as developed 'in the Iridian legal system·, an employee in a public 
·sector can be approximated with and treated as a government 
~ervant. Having regard to the principles which govern the employer 

·.and employee relationship in the governmental sectors, 'the condi­
.tions of service of employees in public employment shou.ld be 
exclusively governed by the statute and by the rules and regulations 
'framed thereunder. Predication of such power would necessarily 
exclude the provisions oflndustrial . Disputes Act and the principles 
of collective bargaining just as these would exclude the principles of 
,;ontractual relationship in such m~tters. The point is interestil)g. 
However, in the view we have taken; we need µot discuss this aspect 

.any further. · 

It was further submitted on behalf of the respondent that the· 
ntionale, justification and the genesis of the law of nationalisation 
being the creation of economic instrumentalities to subserve the 
.constitutional and adftlinistrative goals of governance in a social 
welfare society, the running of public s.ector undertakings is neither 
for profit earning of the management nor for sharing such profits 
with the workmen alone but to utilise 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. Iu thjs connection reference was made before us to .the 
decision in the case of State.of Karnataka & A11r. etc.· v. Ranganmha 
.Reddy & Anr. etc.(1) 

J. {1918] I S.C,R. 64'1 at pages 672, 676 & 691. 
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· ,A· · ·Employment in the public si:ctOt undettakiilgs enjoys. a statuh_ 
ff was submitted th.at both: bistorically ·as well as ii matter of Jaw, thee 

· pub!ii!sectdr undertakings being the economic instrumentalities or· 
tlie State and discharging. the ·obligations which tlie State have, the· 
employees of such undertakings ii! principle cannot be distinguished, 
from the employees in the government·services. In this connection 

B our.atteritiotl was drawn to the case of Sukhdev Singh & Ors. v. Bhagat· 
Rain Sardar Singh Raghuvanshj & Anr.(11 It \\'its urged that in all cons­
titutional democracies, the relationship' between· the government ·and. 
the civil service is exclusively governed by the statutory. provisions .. 
with the power in the Governmenf to· unilaterally alter the condi-

C _ tions of service of the government em.plciyees. Reference was made to· 
"The Law ofCivi/Service" by Kaplan. ff was further·submitted that. 

· in-India the Iav.: is tbatorigin o.f the Government ~ervice might be­
contractual but once appointed to a post und.er the Government, the· . 

_government servant acquires a status and the rights and obfigations.. 
are no longer dependenron the consent of both the· parties but by 

D statut •. 

F 

G 

We w~uld have considered.these aspects had it been necessary 
for ~s to do so but it.is not necessary in the view· taken. We may' 
reiterate that article 14 does not. prevent legislature from intro~ . - , . - ... _, 
ducing a n;fofm i.e. by applying the legislation to some institutions 
or· objects. or areas only according. to the exigency oPthe situation 
and further classification of selection can be ·sust;1ined on historical 
reasons or reasOns of administrative. exigency or piece·meal method 
of introducing reforms. The law need not apply to all the persons. 
in· the sense of having a universal application to all pe~sons. A law 
can be sustained if it tieals equally with the people of .well-defined 
class-employees of insurance c.ompanies as· such and such a law is. 
not open.to the charge of denial of equal pro(ection on the ground 
that it had no! application to other persons .. · · · 

Jn the view we have taken of the matter,. these applications 
succeed and the impugned.scheme of 1980'must be hold to be bad 

· as beyond .the scope of the authority of the !=entral Government, 
under the General Insurance Business· (Nationali•ation) Act, 1972 • 

. The operation of the scheme _has been restrained by the order passed . 
as interin order in .th.ese cases; The impugned schem~ is therefore­
·quashed, and· will not be given effect. to .. The parties. \vii! be at 

H. • 

!. {1975) 3 S.C.R. 619 at page 646. 
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liberty to adjust their rights as if the scheme had not been framed. A 
The application for intervention is.allowed. Let appropriate writs be 
issued quashing the- icheme of 1980. This, however, will not prevent 
the Government, if it so advised, to' frame any appropriate legis­
lation or make 'any appropriate amendment giving power to Central 
Government to frame any .scheme as it considers fit and pr9per. In ' 
the facts and circumstances of these cases and specially in view of B 
the fact that petitioners had themselves· at one point of time wanted 
that new scheme be framed ·by the Central Government, we direct 
that parties will pay and bear their own costs in all these matters. 
The rules are made absolute (o the extellt indicated above. • 
N.V.:K. Petitions allowed. 

• 

• 

• 


