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ACT:

I ndustrial Disputes Act, 1947 Section 2(p), S.
Settl ement-Meaning /of,  S.18 (1), Settlenent if binding on
"parties to the agreenent".

Industrial Disputes (Bonbay) Rules, 1957, Rule 62 (2)
(b), signing of menorandum of Settlenent-Meaning of.

HEADNOTE:

Two Trade Unions of W rknmen function at appellant’s
factory. The State CGovernnent nade a reference under the
I ndustrial Dispute Act, 1947 for~ adjudication of an
Industrial Dispute between the appellant and its  workmen
regardi ng their denands.

A joint charter of Demands was |ater submtted by the
Unions raising certain other demands. On behalf of ‘one of
the union a negotiation commttee was formed conposed of
some of the office bearers of that union to participate in
the negotiations for a settlenment. Utinmately a menorandum
of settlenent was signed. The nmenbers of the negotiation
conmittee of aforesaid union who happened to be office
bearers of that union signed the settlenent-for their union
The settl enent covered the disputes nmentioned in the
reference and also certain other disputes between the
management and worknmen. A joint petition for (passing an
award in ternms of the settlenent was filed before the
tribunal

A few days later the executive conmittee  of the
aforesaid Union rejected the agreenent on the ground that
the agreement had given rise to discontent anmong a section
of the workers whose problens had not been satisfactorily
solved. The question was whether the agreenent was a
settlenent within the neaning of section 2(p) of the
Industrial Disputes Act from which the Union could not
resile.

30

The Tribunal by its award held that the agreenment was
not a settlenent within the meaning of section 2(p) of the
Act. Hence this appeal by special |eave.

It was argued on behalf of the appellants that as the
agreenment was signed in the manner prescribed by rule
62(2)(b) of the Industrial Disputes (Bombay) Rules, 1957 and
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as the requirenents of rule 62(4) have been conplied wth,
the agreenment nmust be accepted as a settlenent within the
nmeani ng of section 2(p) of the Industrial Disputes Act, and
as such was binding on the Union under Section 18(1) of the
Act .

Di sm ssing the appeal
N

HELD: 1. In this case it has been found that the office
bearers who signed the agreenent were not conpetent to enter
into a settlement with the conmpany and as such it cannot be
said that an agreenent was reached between the enpl oyer and
the worknen represented by the Union. [35 E-F]

2. What is binding as a settlenent under section 18 (1)
of the Industrial Disputes. Act is an agreenent between the
enpl oyer and worknmen and the Tribunal found that there was
no agreenent between the Managenment and the Union. [35 E-F]

Wor kmen  of Ms _Del hi Cloth & General MIlls wv.
Management, of M's Delhi Coth & General MIIs [1970] 2 SCR
886 referred to.

3. The procedure prescribed by either rule 58 of the
Central Rules ~or Rule 62 of the Bonbay Rul es pre-supposes
the existence of a valid settlement. But neither rule 58 of
the Central Rules nor rule 62 of the Bonbay Rul es contains
anyt hing to suggest ‘that any officer of a trade union who is
entitled to sign a settlenment reached between the parties
nust be deened to have had the authority to enter into the
settlenent. Rule 62 only prescribesthe formof menorandum
of settlenment and by whomit should be signed and the
guestion whether the procedure ~has been complied with wll
arise only if there is in existence a valid settlenent. [36

F-H
The Sirsilk Ltd. and others v. Govt. of Andhra Pradesh
JUDGVENT:
31
H ndustan Housing Factory Ltd. ~v. Hi ndustan | Housing
Factory Enployees’ Union & Ohers [1969] Lab. [|.C | 1450
approved.
&

ClVIL APPELLATE JURI SDICTION: Civil Appeal No. 1757 of
1980.

Fromthe judgnent and order dated 11th Septenber, 1980
of the Industrial Tribunal at Nagpur in Reference (l1) No.
22/ 78.

Y.S. Chitale, R K Thakur, O C WMthur  and K J. John
for the Appell ant

H W Dhabe and A G Ratanaparkhi for Respondent 1

G L. Sanghi, V.A Bobde, A K Sanghi and M ss Vasudha
Sanghi for Respondent 2.

The Judgnent of the Court was delivered by

GUPTA J. During the pendency of a reference before the
Industrial Tribunal at Nagpur, a witten agreenment _in
settlenent of the disputes covered by the reference as also
certain other disputes between the nmanagenent and the
wor kmen  was signed; on behal f of the trade wunions
representing the workmen the agreenent was signed by their
office bearers. A few days later the executive comittee of
one of the Unions rejected the agreenent on the ground that
the agreement had given rise to discontent anpbng a section
of the workers whose problens had not been satisfactorily
solved. A question then arose, whether the agreenent was a
settlenent within the meaning of section 2 (p) of the
Industrial Disputes Act, 1947 from which the Union coul d not
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resile. The Tribunal by its award held that the agreenent
was not a settlenment binding on the union: the validity of
this award is challenged in this appeal by special |eave
preferred by the managenent.

The relevant facts are those. The appellant, Brooke
Bond India Limted, a Conpany incorporated and registered
under the Indian Conpanies Act, hereinafter referred to as
the conpany, have a factory at Kanhan, District Nagpur, in
Maharashtra. Two trade unions of worknen enployed by the
conpany function in the
32
Kanhan factory; one is known as Bharatiya Swatantra Brooke
Bond Chaha Karanthari Sangh (Bharatiya Union for short) and
the other is called MP. Rashtriya Brooke Bond Chaha
Karancthari Sangh (Rashtriya Union for brevity's sake). In
this case we are concerned with the Rashtriya Union. On
Sept ember 27, 1975 CGover nment of Maharashtra nade a
reference under section 10 (1) (d) of the Industria
Di sputes Act, 1947 for the adjudication of an industria
di sput e between the conpany and the worknen in respect of 4
demands set out in the schedule to the order of reference.
Subsequently on June 11, 1977 a joint charter of denmands was
submitted by the worknen through the aforesaid two unions;
this charter included 26 denmands. At a neeting of the
executive conmttee of the Rashtriya Union held on August
19, 1977 several resolutions were passed of which two only
appear to be relevant for the present purpose. By one of the
resol utions a negotiation conmittee conposed of six menbers
i ncluding some of office bearers of the union was forned
"for a discussion to be held with the nmanagenent". The ot her
resolution related to the 26 demands nmenti oned above and it
said that "a proper decision" regarding these demands woul d
be taken after "due consideration of the proposals given by
the nenbers and after pl acing the same before the
negotiation commttee of both the unions". Thereafter two
nore charters of demands, one by each union, were submitted.
At a neeting of the executive committee of the Rashtriya
Union held on January 8, 1978 ‘the office bearers of the
union put it on record that in respect of the 4 demands
pending before the Tribunal the union would accept a
satisfactory settlenent and that the executive comrmittee had
granted perm ssion to the negotiation comrttee for carrying
on discussion wth the conpany and the Bharatiya Union as
regards the pendi ng demands. Subsequently the resignation of
sone of the office bearers of the wunion led to the
reconstitution of the negotiation committee at a neeting of
the executive committee of the union held on February 18,
1978. On the subject of the proposed settlenent it . was
di sclosed at this neeting that the conmpany had agreed to
obtain clarification fromthe head office on several points
including the absorption in conpany’s enploynment of workers
enpl oyed in |oading and unloading job and confirnation of
casual workers. The general secretary of the Rashtriya Union
by a letter dated March 9, 1978 informed the factory manager
that the nmenbers of the reconstituted negotiation conmttee
"will participate in the negotiations to be comenced from
13th March, 1978 for arriving at an agreenent”. On March 16,
1978 a
33
menor andum of settlenment was signed. The follow ng office
bearers of the Rashtriya Union signed the nenorandum the
wor ki ng president, two vice-presidents, general secretary,
joint secretary and the organi zing secretary. They were al so
nmenbers of the negotiation commttee along with others. On
the next day, March 17, a joint petition was filed before
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the Industrial Tribunal signed by the factory nmanager of the
conpany, the general Secretary of the Bharatiya Union and
the CGeneral Secretary of the Rashtriya Union praying that an
award in terns of the settl enent be passed.

About a week later, on March 24, 1978 a neeting of the
executive conmttee of the Rashtriya Union was held in which
"it was unaninmously resolved to withdraw fromthe agreenent
dated March 16, 1978" in view of the "discontent anpbngst the
wor kers about the agreenment". On April 1, 1978 at an
enmergent neeting of the executive conmittee of the Rashtriya
Uni on, after an el aborate di scussion on the agreenent it was
"resolved to reject the agreenent as the problenms of the
workers were not satisfactorily solved". On April 7, 1978 an
application was nmade to the Tribunal on behalf of the
Rashtriya Union praying that the agreenment be rejected.

The Tribunal heard the question as to the validity of
the settlement so far ~as the Rashtriya Uni on was concerned
as a prelimnary issue. The Tribunal rejected the contention
rai sed on ' behalf of the Rashtriya Union that the agreenent
signed on March 16, 1978 was only a draft agreenent and held
that it was intended to be a settlenent. The Tribuna
however came to the conclusion that it could not be treated
as a settlenent within the meaning of section 2 (p) of the
I ndustrial D sputes Act.

It cannot be /disputed that unless the office bearers
who signed the agreenent were authorised by the executive
comittee of the Union to enter into-a settlement or the
constitution of the Union contained a provision that one or
nore of its nmenbers would be conpetent to settle a dispute
with the managenent, no agreement between any office bearer
of the Union and the managenent can be call ed a settlenent
as defined in section 2 (p) There is no provision in the
constitution of the Rashtriya Union authorising any office
bearers of the Union to enter into a settlenent with the
managenment. We have referred above to the proceedi ngs of the

executive committee. As the Tribunal points out, the
resol uti ons passed by the
34

executive conmrittee do not support the claim that the
Negotiation Conmittee was enpower ed to enter “into a
settlenent without seeking ratification fromthe executive
conmittee. The Tribunal held, in our opinion rightly, that
the fact that the agreement was signed by the office bearers
of the Union does not <clinch the matter because the
executive conmittee at no stage had accepted the agreenent.
In fact no neeting of the executive comrittee was held
before the agreement was signed on Mirch. 16, 1978 to
consi der whether the agreement was acceptabl e.
Section 2 (p) of the Industrial Disputes Act defines
"settlenent"; -
"Settlenent" nmeans a settlement arrived-at in the
course of conciliation proceeding and includes a
witten agreenent between the enpl oyer and wor knen
arrived at otherwise than in the course  of
conciliation proceeding where such agreenent has
been signed by the parties thereto in such nmanner
as may be prescribed and a copy thereof has been
sent to an officer authorised in this behalf by
the appropriate Government and the conciliation
of ficer;"
In the present case the purported settlenent was arrived at
not in the course of conciliation proceedings. Section 18
(1) of the Act provides:
"Section 18 . Persons on whom settlenments and
awar ds are binding:
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(1) A settlement arrived at by agreenent between the
enpl oyer and workmen otherwise than in cause of
conciliation proceeding shall be binding on the
parties to the agreenent :"

It is also necessary to refer to rule 62 (2) (b) of the

I ndustrial Disputes (Bonmbay) Rules, 1957. Rule 62 (2) (b) is
as follows:

"62. Menorandum of Settlenent: -

35
(2) The settlement shall be signed by:
(a) ... - - Cee Cee
(b) in the case of worknmen, either by the President or
Secretary (or such other officer of a trade union
of the workmen as my be authorised by the
Executive Comittee of the Union in this behalf ),
or by five representatives of the workmen duly
authorised in this behalf at a neeting of the
wor knmen held for the purpose.”
Sub-rule " (4) of rule 62 requires the parties to the
settlenent to send copies thereof jointly to the prescribed
authorities. That this was done in the present case is not
di sputed. It was argued on behalf of the appellant that as
the agreement was signed-in the manner prescribed by rule 62
(2) (b) and as the requirenents of rule 62 (4) have been
conplied wth, the agreenent nust -~ be  accepted as a
settlenent within the meaning of section 2 (p) of the
Industrial Disputes Act and as such binding on the Rashtriya
Uni on under section 18 (1) of the Act. But, as pointed out
by the Tribunal rule 62 only prescribes the formof the
menor andum of settl ement _and - by whom it should be signed,
and the question whether the procedure prescribed by rule 62
has been conplied with wll arise only if there is in
exi stence a valid settlenent between the parties concerned.
In this case it has been foundthat the office bearers who
signed the agreenent were not conpetent to enter into a
settlenent with the conmpany and/as such it cannot be said
that an agreenment was reached between the enployer and the
wor kmen represented by the Rashtriya Union. Wat is binding
as a settlement under section 18 (1)  of the Industria
D sputes Act is an agreenent between the enployer and
wor kmen. Here the Tribunal found that there was no agreenent
bet ween managenent and the Rashtriya Union. Reliance was
pl aced on behalf of the appellant on the decision of this
Court in Wrknmen of Ms. Delhi doth and General MIls v.
Managenment of Ms. Delhi Coth and General MI1s. (1) In that
case anong other matters rule 58 of the Industrial D sputes
(Central) Rules, 1957 mmde under section (38 of the
Industrial Disputes Act, 1947 cane up for consideration
Rule 58 (2) (b) of the Central Rules which is sinlar to
rule 62 (2) (b) of the Bonmbay Rul es reads:
36

"85. Menorandum of settl enent:
(1) x X X
(2) the settlenent shall be signed
(a) x X X
(b) In the case of worknmen, by any officer of a
trade uni on of wor knen or by five
representatives of worknen duly authorised in
this behalf at a neeting of the worknen held
for the purpose.”
It was held that the rule nust be fully conplied with if the
settlenent is to have a binding effect on all workmen.
Section 18 (3) of the Industrial Disputes Act nmakes a
settlenent which has become enforceable, binding anong




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

Page 6 of 8

others, on all parties to the industrial dispute. It is not
clear why this decision was considered relevant. Possibly
this case was referred to for the observation occurring on
page 897 of the report: "W nay observe here that we were
not inpressed by the appellant’s argunent that r. 58 rub-
rule (2) (b) required that the officer of a trade union of
wor knmen nmust also be duly authorised. W, however, do not
express any considered opinion in view of our conclusion on
ot her points". Reference to this observation nay have been
intended as a reply to the construction sought to be put on
rule 62 (2) (b) of the Bonbay Rules on behalf of the
Rashtriya Union that the words "duly authorised" applied not
only to the five representatives of workmen" but also to the
office bearers nentioned in the rule to enable themto sign
the settlement; on such construction it was contended that
the office bearers of the Union who signed the agreenent
were not specifically authorised to do so. This construction
of rule 62 (2) (b) was rightly rejected by the Tribunal. But
neither rule 58 of  the Central Rules nor rule 62 of the
Bonbay Rules contains anything to suggest that any officer
of a trade union who is entitled to sign a settlenent nust
be deemed to have had the authority to enter into this
settlenent. The procedure prescribed by either rule 58 of
the Central Rules or rule 62 of the Bombay Rul es presupposes
the existence of a valid settlenent, and the question in
this case is whether’ there was such a settlenment. Another
case relied on by the appellant is The Sirsilk Ltd. and
others v. Governnent of Andhra Pradesh and another. (1) The
facts of that case
37
are that after the proceedings before the Tribunal had cone
to an end and the Tribunal had sent its award to gover nnent
the parties concerned in the dispute came to a settlenent.
Section 17 (1) of the Industrial Disputes Act |ays down that
every award shall within a period of thirty days fromthe
date of its receipt by the appropriate governnent be
published in such manner as the appropriate governnent
thinks fit. Section 18 (1) nakes a settlenment arrived at
between the enployer and worknen. otherwise than in the
course of conciliation proceedi ngs binding onthe parties to
the agreement. Under section 18 (3) an award of -a Tri bunal
on publication shall be binding on all —parties to  the
industrial dispute. 1In Sirsilk case difficulty was felt in
giving effect to the settlenent because the proceedings
before the tribunal had ended and the tribunal had sent its
award to the governnent before the settlement was arrived
at. This Court held:
"The only way in our view to resolve the possible
conflict which would arise between a  settlenent
which is binding under s. 18 (1) and an /award
which may beconme binding under s. 18- (3) on
publication is to withhold the publication of the
award once the Governnent has been informed
jointly by the parties that a settlenent binding
under s. 18 (1) has been arrived at.. In such a
situation we are of opinion that the governnent
ought not to publish the award under s. 17 (1) and
in cases where governnment is going to publish it,
it can be directed not to publish the award in
view of the binding settlement arrived at between
the parties under s. 18 (1) wth respect to the
very matters which were the subject matter of
adj udi cati on under the award."
We think this decision was relied on only to enphasize that
a settlement reached between the parties concerned in the
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di spute nust prevail if it is reached at any tinme before the
publication of the award. That is wundoubtedly so, but the
guestion before us is different-which is, whether in fact a
settlenent within the meaning of section 2 (p) of the

| ndustri a
ari se on

sett!| ement

Di sputes Act was reached. OQther questions wll
y after it is found that there was such a
in existence. Sirsilk does not therefore afford

any assistance to the appellant. The tribunal in support of

the view

Court. In
38

Hi ndust an
Enpl oyees’

39

taken by it relied on a decision of the Del hi Hi gh

Housing Factory Ltd. v. Hindustan Housing Factory
Uni on and others, the H gh Court held:
“.. the contention on behalf of the petitioner-
conpany that the fact that the Menorandum of
settlenent was in the prescribed form and was
si gned by one or nore of the office-bearers of the
Union “is by itself sufficient to make the
settlenent arrived at between the Managenent of
the petitioner-conpany and the signatories binding
on the Union andall its nmenbers, is untenable..
The | anguage of s. 18 (1) clearly shows that
the settlement wll be binding only "on the
parties to the agreenent.” " The definition of
"settlenent" in s. 2 (p) of 'the Act also states
that "settlenment” nmeans a settlement arrived at
"between the enpl oyer and the  workmen." So,
normal ly in order that a settlement between the
enpl oyer and the worknmen may be binding on them
it has to be arrived-at by agreenent between the
enpl oyer and the worknen. \Were the  worknen are
represented by a recogni sed Union, the settlenent
may be arrived at between the -enployer and the
Union. If thereis a recognised Union of the
wor kmen and the Constitution of the Union provides
that any of its office-bearers can enter into a
settlenent with the Managenent on behalf of the
Union and its nenbers, a settlenent may be arrived
at between the enployer and such of fice-bearer or
bearers. But, where the Constitution does not so

provide specifically, t he of fi cer-bearer or
bearers who wi sh to enter into a settlement with
the enpl oyer shoul d have the necessary

aut horisation by the executive comittee of the
Union or by the workmen. A reading of rule 58
clearly shows that it presupposes the exi stence of
a settlenent already arrived at between the
enpl oyer and the workmen, and it only prescribes
the from in which the Menmorandum of @ settlement
should be, and by whomit should be signed. It
does not deal with the entering into or-arriving
at a settlenent. Therefore,

where a settlement is alleged to have been arrived
at between an enployer and one or nore office-
bearers of the Union, and the authority of the
of fi ce-bearers who signed the Menor andum  of
settlenent to enter into the settlenment is
chal l enged or disputed, the said authority or
aut horisation of the office-bearers who signed the
Menor andum of settlement has to be established as
a fact, and it is not enough if the enployer
nerely points out and relies upon the fact that
the Menorandum of settlement was signed by one or
nore of the office-bearers of the Union."
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In our opinion the above extract fromthe judgment of the
Del hi High Court states correctly the | aw on the point. The
appeal is accordingly dismssed; in the circunstances of the
case we direct the parties to bear their own costs.

N. K. A Appeal dism ssed.
40




