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ACT:

Industrial Dispute-Gratuity schene, Fram ng of-Validity
-Enpl oyer’s financial position Anount of gratuity-Ceiling,
if and when should be placed-Tribunal's determnation to
depend on rel evant facts.

HEADNOTE:

The present appeal arises out of an industrial " dispute
between the appellant and the respondents.. The Industria
Tri bunal gave an award and the appellant filed an appeal to
this Court by way of special [|eave.

The rmain contention of the appellant was that no case bad
been before the tribunal for the franming of a /gratuity
schene. It was further urged that even if a gratuity schene
had to be framed the tribunal was in error in not placing
any ceiling on the anount of gratuity payable to the
enpl oyees. The third point raised was that one nonth's
basic wages which had been provided by the schenme  was
excessive and it should be reduced to 15 days’ basic wages.
Hel d, that having regard to the financial position of the
appel l ant the fram ng of the gratuity schenme was  justified.
As a general rule, where is no provision for —superannuation
and gratuity is, paid at a fairly reasonable ratea ceiling
shoul d be placed on the ampbunt of gratuity payabl e under the
schene. Even though gratuity schenes framed in the /sane
industry in the sane region should not disclose radical or
violent differences the rate of gratuity which should be
awarded in'. a particular case will depend on the facts of
that case

JUDGMVENT:

ClVIL APPELLATE JURISDICTION : Civil Appeal No. 394 of 1961
Appeal by special |eave from the Award dated Novemnber
6, 1960, of the Industrial Tribunal, Punjab, in Reference No.

43 of 1968.

M C. Setalvad, Attorney-GCeneral for India,
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S. K. Kapur, Bishanbher Lal, B. N Kripal and K K

Jain, for the appellant.
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Janardan Sharma, for the respondents.

1962. August, 2. The Judgnent of the Court was del i vered

by

GAJENDRAGADKAR, J.- This, appeal arises out of an industria

di spute between the appellant Anritsar Rayon & Silk
MIIS,and its worknen. The di spute originally related to
seven demands nmde by the respondents agai nst the appell ant
and these seven demands were referred by the Punj ab
CGovernment for industrial adjudication to the Industria

Tri bunal , Jul l undur under section 10(1)(d) of the Industria

Di sputes Act, 1917. The Tribunal has made its award in

respect of these demands. In the present appeal, which has
been brought to this 'Court by special Ileave, we are
concerned with the award in so for as it deals wth the
respondents, claim for a gratuity schene. The appel | ant
urged that no case had been made out for the framing of a
gratuity schene. This~ plea ~has been rejected by the
Tribunal ~and a gratuity scheme has been framed. It is the

propriety and the validity of this schenme which are
chal | enged before us by M, Kapoor on behalf of the appel-
lant in this case.
The scherme franed by the Tribunal reads thus:-
(1) In case of death of an enpl oyee while,
he is inthe service of the concern on his
becom ng incapable of serving further due to

physical or nental disability. One nonth’s
basi ¢ wages for each year of his service
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In case of death, the gratuity will be payable
to the heirs -or  assigns of the deceased
wor kren.

(2) On termnation of an enployees " service
by the concern after hehas put in five year a
service Half nonth’ s basic wages for ‘each
year of his service.
(3) No gratuity would be payable to an ' enp-
| oyee who designs,his job "but if he has
served for fifteen years continuously and is
rendered unfit to serve further by old age or
protracted ill health, he shall be given
gratuity calculated at the rate of one
nont h’ s bastion wages for each conpleted year
of his service
(4) No gratuity would be payable to an enp-
| oyee who is disnissed for misconduct.
In rejecting the appellant’s contention that no scheme
shoul d be framed, the Tribunal has found that the  appell ant
whi ch was started in 1934 is the biggest Textile MIls Is in
Anritsar and its career so far has been one of success al
along the line. The invested capital of the concern is
Rs. 14 | akhs and its working capital is Rs.2,70,000/-. Onits
roll are enployed 1,250 enpl oyees whose nonthly wage bil

cones to Rs.1,20,000/-. It is adnmitted that the appell ant
has been paying :bonus to its worknen since 1946 and has
al  owed dividend on invested capital. It contributes to the

Provident Fund and the Enployees State |Insurance Schene.
Having regard to this financial position of the appellant,
the Tribunal has held, and we think rightly, that the
appel  ant cannot successfully resist the demand for the
fram ng of a gratuity schene.

M. Kapoor, however, contends that even if a gratuity schene
has to be framed, the Tribuna
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was in error in not placing any coiling on the amunt of
gratuity payable to the enployees. In our opinion, this
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contention is well-founded. Speaking generally, where there
is no provision for superannuation and gratuity is paid at a
fairly reasonabl e rate, gratuity schenes franmed by
Industrial Tribunals generally provide for a ceiling, and
so, we do not see how the Tribunal was justified in

departing fromthis generally accepted position... The rate
fixed in the present case is not unduly |Iow and admttedly,
there is no provision for superannuation. Therefore we
think that the appellant is " justified in contending that a

ceiling should be put on the amount of gratuity payable
under the scheme. On the whole, we think it would be reas-
onable if the maxi mum anount of gratuity payabl e under the
schene is fixed at 15 nonths’ basic wages. W ought to nake
it clear that in coming to this conclusion we do not propose
to lay down any hard and fast rule that a ceiling nust be
placed in every case and that it should be of the order of
15 rnonths’ basic wages; as we have repeatedly observed, in
fram ng gratuity schenme, all relevant factors have to be
taken into account and so, inevitably the schedule are
likely to differ fromcase to case.

M. Kapoor then contends that one nonth’s basic wages which
has been provided for by clauses (1) and (3) is excessive
and it should be reduced to 15 days basic wages. Thi s
argunent is that the usual pattern of gratuity schenmes in
the Punjab shows that it is 15 days’ basic wages which is
provi ded under simlar clauses. In support of his argunent,

M. Kapoor has referred us to sonme of the awards produced by

hi m In the gratuity schene framedin the New India

Enbroidery MIls, Chheharta, 15 days wages has been adopted
as the basis, but this award includes dearness allowance and
so, this provision is not very helpful ~because in the
present cane, the rate has been fixed by
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reference to the basic wages alone. The schenme framed in
the N ema Textile Finishing Mlls, Chheharta, is on the

sane lines as the schenme under the New |India Enbroidery
MIlls and the same coment, therefore, falls to /be nade
about it. The gratuity schene in the Technol ogi ca

Institute of Textiles, Bhiwani, has adopted the basis of 1/2
nont h’ s basi ¢ wages for each conpl eted year of service, but
there is no ceiling placed by the schene. On _the other
hand, the gratuity scheme in the Shanbhu Nath & Sons Ltd.,
Anritsar, adopts one nonth’s basic wages for each conpleted
year of service and so does the schenme in the India Wollen
Textile MIls, Chheharta, and the |India Calico Printing
MIIs. The Jagatjit Cotton Textile MIIs 'Ltd., Phagwara,

has 1/2 nonth's basic wages; the Punj ab Distilling
"Industries Ltd, provides for one nonth's basic wages; so
does the New Egerton Wollen MII, Dhariwal. The Jawal a

Flour MIlls Anritsar, provides for the rate of 1/2 nobnth’'s
basic wages in case of worknen with five years of . service
and in case of workmen with service above five years at the
rate of one nmonth’'s basic wages. It would thus be seen.that
the claimmade by the appellant that the pattern of gratuity
schenes in the Punjab invariably shows the adoption of the
rate of 15 days’ basic wages for each conpleted year of
service, is not supported by the several awards produced by
the parties before us, and so, it cannot be said that the
present award has departed fromany fixed uniformpattern in
the matter.

M. Kapoor then referred to the decision of this Court ’'in
Bhar at khand Textile Mg. Co. Ltd. v. The Textile Labour
Associ ati on Ahnmedabad(1l) where the gratuity scheme provided,
inter alia, for one nonth’'s basic wages for each conpleted
year of service for the Period before the coming into force




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

Page 4 of 4

of the Enpl oyees Provident Funds Act, 1952, and half

(1) (1960] 3 S. C. R 329.
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a nonth's basic wages for each conpleted year of service
thereafter, subject to a maxi numof 15 nonth’s basic wages.
This shows that the award with which this Court was dealing
in that case had made a distinction between gratuity schenes
prior to 1952 and those subsequent to it, and this distinc-
tion was based on the fact that the Enployees’ Provident
Funds Act had cone into force in 1952. Therefore, we do not
think it would be fair to suggest that because the schene
thus franed was accepted by this Court in appeal it follows
that this Court has laid down that in every case half a
nonth’ s basi ¢ wages shoul d be paid after 1952.

M. Kapoor has also relied on the decision of the Industria
Tribunal at Rajkot ~in Arvind MIls Co-operative Supply
Society Ltd., Ahnmedabad v. Their Workmen, (1). The schene
franmed by the Tribunal in this case no doubt provides for 16
day’ s basi'c wages as contended by M. Kapoor and prescribes
the ceiling of 10 nonth's basic wages.. Simlarly. in the
Rashtriya M1 Maj door ~Sangh, Bonbay. v. M || owners
Associ ation, Bonmbay (1) the gratuity schenmes franed appears
to be substantially simlar to the one framed in the
Bhar at khand Textile Mg. Co. Ltd.(2). These decisions
nerely show that 15 days basic wages has been adopted as a
rate by some of the gratuity schenes franed by Industria
Tri bunals. W woul d, however, not be prepared to accept M.
Kapoor’'s contention that these decisions support the genera
argunent that invariably the rate of 15 days’ ' 'basic wages
must be adopted. That is a; question which has to be
decided by the Tribunal onthe facts of each case; and
though it nay be desirable that gratuity schenes franed in
the sanme industry in the sane regi on should not disclose
radi cal or violent differences, it would not be possible to
i ntroduce uniformty by accepting the argunent that 15 days
(1) (21959) 2 L.L.J. 107 119 (2) (21956-57) Il F.J. R 372.
(3) [1960] 3 S.C.R 329.
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should be treated as the invariable rate in the gratuity
schenes. On the material adduced before us, we _~age not

prepared, to hold that the basis adopted by the award under
appeal has mmde either a violent or radical departure
from the pattern prevailing in the sane industry in the
Punjab or is otherwi se unjustified on the nerits. The fact
that we decline to interfere with the rate prescribed by the
award under appeal does not also nean that according to us,
t hat rate should be adopted in other oases wi t hout
reference to the relevant facts in each of ‘them

The result is, the award. is nodified by prescribing a
ceiling of 15 nmonth's basic wages. The rest of the award is
confirmed. There would be no order as to costs.




