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I ndustrial Dispute--Conmprom se during pendency of appeal ---
Validity--Procedure--The U. P. Industrial D sputes Act, 1947
(U P. XXVII1 of 1947), ss. 6-c, 2(t)--U. P. Industria
Di sputes Rules, 1957, r. 5(1)--Paynent of \Wages Act, 1936
(Act 4 of 1936), s. 23.

HEADNOTE:

Wi | e this appeal by special I|eave, relating to an
i ndustrial dispute was pending inthis Court a Director of
t he appel l ant enployer and a representative of t he
respondents enployees nade an application to the Court
praying that an order mnmght be passed in terms of a
conprom se since an agreenent was alleged to have been
entered into by the appellants and the respondents. Sone of
the respondents contested this conprom se and the court sent
i ssues to the Tribunal for finding whether the alleged com
prom se actually took place between the parties, and if ~ so,
was it valid. The Tribunal returned findings to the ~effect
that the conprom se did actually take place and was valid.
Those findings were contested in the appeal

Held, that a conpromi se agreenment seeking to settle an
i ndustrial dispute which was still pending decision in this
Court would not contravene the provisions of S.123 of. the
Payment of Wages Act which contenplated rights not likely to
be nodified or reversed in any judicial proceedings.

The procedure prescribed by s. 6-C of the U P. [Industria
Di sputes Act and the provisions thereof did not affect the
powers of this Court, or the conpetence of the parties, to
am cably settle a dispute pending before it.

The procedure for obtaining an order in terns of the com
prom se entered into between the parties pending the appea
in this Court is prescribed by its own rules and the
provisions of S. 2(t) of the U P. Industrial D sputes Act
and rule 5(1) of the Rules nade thereunder have no
application to such case.

JUDGVENT:
ClVIL APPELLATE JURI SDICTION: Civil Appeal No. 53 of 1958.
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Appeal by special |eave fromthe Decision dated February 28
1957, of the Labour Appellate Tribunal, Bonbay, in Appea
No. 111-160 of 1956.

S. P. Varma, for the appellants.

360

L. K. Jha, Janardan Sharma, R C. Prasad and Magbool Ahnad
Khan, for the respondents.

1960. Novenber 14. The Judgnment of the Court was delivered

by

GAJENDRAGADKAR, J.-This appeal by special |eave arises from
an i ndustrial dispute between the appel | ant Messrs.
Swadeshi Cotton MIIs and the respondents, its enployees,

and the short prelimnary question which is raised for our
decision is whether an order should not be passed in this
appeal in ternms of the conproni se agreenent alleged to have
been reached between the appellant and the respondents. It
appears that on Decenber 28, 1955, an industrial dispute
between the parties was referred by the Governnent of Utar
Pradesh to the Industrial Tribunal, U P., Allahabad, for
adj udi cation wunder ss. 3, 4-and 8 of the U P. Industria
Di sputes ~Act, 1947 (U P. Act XXVIII of 1947) and in
pursuance of the provisions of cl. 11 of G O No. U
464(LL) / XXXVI - B- 257 (LL)/ 1954 issued on July 14, 1954. The
dispute thus referred was whether the existing rates of
wages of jobbers nentioned in the annexure enployed in the
weavi ng department of the appellant need any revision; if
so, with what details and fromwhat date ? The Tribuna
tried this issue and canme to the conclusion that no case for
revi sion had been nade out by the respondents. Against this
deci sion of the Tribunal the respondents preferred an appea
bef ore the Labour Appellate Tribunal. Thei r appea
succeeded and the Appellate Tribunal directed that the award
of the original Tribunal should be set aside, and that the

appellant " shall introduce fromthe date of reference a
uniform rate of two annas in both the old and new sheds
irrespective of the nunber of |oons assigned to the Iine
j obbers " It would be noticed that as a result /of this

decision the existing rates have been revised and the
revision has been ordered to take —effect retrospectively
fromthe date of reference. It is against this decision of
the Labour Appellate Tribunal that the appellant has
preferred the present appeal by special |eave.
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Pending this appeal in this Court the appellant purported to
enter into a conpronmise with the respondents and the termns
of the conprom se were reduced to witing, and in pursuance
of the said conprom se an application was made to this Court
on February 26,1958, signed by M. Bagla, on behalf of the
appellant in his capacity as a Director of the  appellant,
and M. Magbool Ahnad Khan, for the respondents, in his
capacity as the CGeneral Secretary of the Suti MII - Mazdoor
Sabha, Kanpur. This application set out the material | terms
of the conpromise. One of the ternms of the conpromse is
that the revised rate should take effect not from Decenber
28, 1955, which is the date of reference but from July 1
1957. Certain other nodifications have al so been made in
t he deci si on under appeal

Before the appeal could be placed on the Board for passing
orders in terms of this conpronise an application was made
on behalf of some of the respondents alleging that the
General Secretary M. Khan had no authority or power to
enter into any conpromise as a representative of the
respondents, and that the conpromi se alleged to have been
entered into by himw th the appellant was not acceptable to
the respondents. 1In support of this case the application
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referred to a resolution passed by the General Council of
the WMazdoor Sabha whereby it was declared that no office
bearer could conclude an agreenment with an enpl oyer about an
i ndustrial dispute wthout the consent of the Genera
Council, and reliance was also placed on the relevant
provisions in the constitution of the Mazdoor Sabha.

Thereafter the petition for conprom se was placed before
this Court for hearing on April 10, 1960, and the Court
directed that the application for recording conpromnise as
wel | as the appeal itself should both be placed together for
hearing before the Court as soon as the parties file their
respective statenments of the case. After the statenents
were filed the appeal and the petition were placed before
this Court on May 5, 1960, and the Court by an interlocutory

j udgrent

46
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sent two issues to the Tribunal with a direction that the Tribuna
shoul d hear the parties on those issues and nake its

findi ngs thereon.. The two issues were: (1) Has t he

conprom se set up by the appel lant taken place between the
parties; (2) If yes, is the conmpronise valid ? In pursuance
of this order the Tribunal has recorded evidence, heard the
parties and nmade its findings. 1t has found that the
conpromise in fact has taken place as alleged in the
petition made before this Court in that behalf, and that the
said conpronmise is wvalid. In dealing with the first
guestion of fact the Tribunal has considered ‘the evidence
exhaustively in the light of the background of the dispute
between the parties; it has found that negotiations went on
between the parties for a fairly long time during which
period the parties discussed the pros and cons of the
conprom se, that during these negotiations M. Khan was
watchful of the interests of the respondents, that the
conpr om se had been approved by the workmen concerned,  that
on the whole it is to their advantage and does not  at al
mlitate against the accepted (principles of industria
adj udi cation, and what is nore it has been acted ‘upon and
has not renained a nere paper transaction. It has expl ai ned
that the opposition to the conpromise proceeded sub-
stantially fromthe di spute between M. Khan, the Secretary,
and M. Bajpai, the President, and the Tribunal felt  no
doubt that the conpronmise was the result of bona fide
attenpt on the part of both the parties to settle the
dispute amcably in order to create goodwill and co-
operation anmongst the enployer and the enpl oyees.

On the question of lawraised by the second issue the
Tri bunal has held that the conpromise is perfectly valid.
It has considered the relevant provi si ons of the
constitution of this Sabha, the practice prevailing in
regard to such conprom ses and to several agreenents of
conprom se entered into consistently with the said practice.
It was wurged before the Tribunal that the conpromse is
invalid wunder s. 6-B of the U P. Industrial Disputes  Act,

1947, as well as s. 2(vi). (c) of the Payment of Wages
Act, 1936 (Act 4 of 1936).
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These contentions have been rejected by the Tribunal. In

the result the findings recorded on both the issues are in
favour of the conprom se

After these findings were received in this Court, the
appeal and the conpromi se petition have now cone before us
for final disposal. The finding of fact recorded by the
Tribunal on the first issue has not been and cannot be
chal l enged before us. It nmust( therefore be taken to have
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been established that at the relevant tine M. Khan was the
CGeneral Secretary of the respondents Sabha, and as such was
entitled to represent themand did represent themduring the
course of the present adjudication proceedi ngs, and that the
conprom se reached between himand the appellant is the
result of mutual discussions carried on for sone time and
its terns on the whole are beneficial to the respondents.
The practice prevailing in this Sabha and a | arge number of
precedents which are consistent with the said practice
indicate clearly that the Secretary of the Union who
represents the worknmen in industrial disputes has always
been authorised and has exercised his authority to settle
such disputes when it was thought reasonable and proper to
do so. As we have often indicated it is always desirable
that industrial disputes should be amicably settled because
such settlenent conduces to happy industrial relationship
and encourages co-operation between the parties. That is
why when industrial disputes are brought before this Court
under 'Art. 136 of the Constitution this Court generally
appreci ates attenpts nade to settle disputes anmicably, and
in proper _cases encourages such settlenents. M. Jha, for
the respondents, however, contends that though am cable
settl enent of i ndustrial disputes may ot herw se be
desirable, in |law such settlenment or conpromse is illegal.
If we come to the /conclusion that conpromise of industria
di sputes pending an appeal is prohibited by law, or is
otherwi se inconsistent wth such provisions it nmay be
necessary to hold that the present conprom se is bad in |aw
however much ami cabl e settlenent of industrial disputes nay
ot herwi se be desirable. Therefore the question which arises
for our
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decision on the present conprom se petition is: |Is the
contention raised by M. Jha correct that the compromise is
invalid in law ?

The first point urged by M. Jha in-support of this argunent
is that the present conpronise is prohibited by a. 23 of the
Payment of Wages Act. This Act has been passed to  regul ate
the paynment of wages to certain classes of persons enployed
in industry, and there is no doubt that the wages as
revi sed by the Labour Appellate Tribunal in the present case
woul d constitute wages under s. 2 (vi) of this Act. Section
23 provides that any contract or agreenment, whether made
before or after the commencenent of this Act, whereby an
enpl oyed person relinquishes any right conferred by this Act
shall be null and void in so far as it purports to deprive
him of such right. The relevant provisions of  this Act
require the fixation of wage periods, provide for the time
of paynent of wages, authorises certain deductions, and
permts the inposition of fines only subject to t he
conditions specified in that behalf. Section 15 of the Act
provides for the determ nation of clains arising out of
deduction of wages or delay in paynment of wages and penalty
for malicious or vexatious clains. Section 16 prescribes
for the nmaking of an application in which such clains can be
set up; and a. 18 provides for the powers for t he
aut horities appointed under the Act. M. Jha contends that
the revised wage structure directed by the Labour Appellate
Tribunal entitles the respondents to claim the respective
amounts there indicated as their wages, and the effect of
the i mpugned conpromse is that the respondents are
relinquishing a part of their right in that behalf. M. Jha
con. tends that in giving up their claimfor the retrospec-
tive operation of the decision of the Labour Appellate
Tribunal for a substantial part of the period the res-
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pondents are required to contract thenselves out of their
legal rights conferred by the award and there. fore
referable to this Act, and that nmakes the conprom se
i nval i d. Thi s argument is msconceived because it
fallaciously assumes that the decision under appeal has
becorme final and that the rights accruing under
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the said decision would not be and cannot be affected by any
conpr omi se. The nost significant fact to remenber in this
connection is that the decision on( which the alleged rights
are based is itself subject to an appeal before this Court,
and in that sense it is not a final decision at all; it 1is
liable to be reversed or nodified, and that being so the
rights clainmable under the said decision are also liable to
be defeated, or naterially affected. |In such a case the
i ndustrial’ dispute would undoubtedly be pending before this
Court, and it would be idle for M. Jha to contend that an
attenpt- to settle such a dispute and not to invite a
decision /of this Court contravenes the provisions of a. 23
of this Act. Just as an industrial dispute could have been
settled between the parties either before it was referred
for adjudication to the Industrial Tribunal, or after it was
referred and before the ~award was pronounced by t he
Tribunal, so would it be open to the parties to settle the
dispute so long as it was pending either before the Labour
Appel |l ate Tribunal or before this Court.” The provisions of
s. 23 of this Act postulate certain definite rights which
are not likely or [iable to be nodified or reversed in any
pending judicial proceedings, and since this factor is
absent in cases where an appeal i's pending before this Court
it would not be reasonable torely on the said provisions
and contend that they in substance prevent or  prohibit
am cabl e settl enent of disputes.

The other argument urged against the wvalidity of the
conprom se is based on the provisions of s. 6-C of the U P
Industrial Disputes Act, 1947. This section corresponds
substantially to s. 19 of the Industrial D sputes Act XIV of
1947. It provides, inter alia, that an award shall in the
first instance renmain in operation for the period of one
year or such shorter period as may be specified therein, and
gives the State Government power to extend the -period of
operation from time to tinme if it thinks fit. It also
provides that the State Government, either on its own notion
or on the application of any party bound by the award,
shorten the period of its operation, if it is ~shown  that
there has been a material change in the circunstances
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on which the award was based. The argunent s that any
nodification in the award can only be nade by adopting the
procedure prescribed by s. 6-C. In our opinion there is no
substance in this argunent. Section 6-C undoubtedly confers
upon the State Governnent certain powers to fix the duration
of the operation of the award, but there can be no doubt
that the section can have no bearing on the powers of = this
Court in dealing with an industrial dispute brought before
it wunder Art. 136 of the Constitution. The award to which
s. 6-C refers is an award which has becone final in the
sense that it is no |onger subject to consideration by any
Tri bunal or Court. So long as an award is pending before a
Tri bunal or a Court the jurisdiction of the Tribunal or the
Court to deal with it in accordance with lawis not affected
by s. 6-C, and the conpetence of the parties to settle their
di spute pendi ng before the Tribunal or the Court is also not
affected or inpaired by the said section. |In other words,
what we have said about the argunent based on the provisions




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

Page 6 of 6

of s. 23 of the Paynent of Wages Act applies wth equa
force to the present argunent as well.

Then it is contended that the inmpugned conpromse is a
settlenent within the neaning of s. 2(t) of the U P

Act and as such it can be executed only in the manner
prescribed by the Act. Section 2(t) defines a settlement as
one which is arrived at in the course of conciliation
proceedi ngs and as including a witten agreenent between the
enpl oyer and the worknmen arrived at otherwise than in the
course of conciliation proceedi ngs when such an agreenent
has been signed between the parties thereto in such nanner
as may be prescribed and a copy thereof has been sent to the
State Governnent and the conciliation officer. Rule 5(1) of
the U P. Industrial Disputes Rules, 1957, prescribes the
procedure for recording a settlenent as defined by s. 2(t).
It is true that this procedure has not been followed, but it
is difficult to understand hows. 2(t) or the procedure
prescribed by r. 5(1) can have any application to a
conprom se agreenent whi ch has been entered i nto between the
parti es pendi ng the
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appeal in this Court. The conmpromise in question is
intended to be filed in this Court for the purpose of
enabling the parties to request this Court to pass an, order
in ternms of the said conprom se. The procedure for
obtaining such an order which has to be followed is the
procedure prescribed by the rules of this Court, just as if
a conprom se was reached before the Tribunal the procedure
to be foll owed before it would be, the procedure prescribed
by its rules. Therefore we ~have no doubt that the
conpr om se in question cannot attract t he procedure
prescribed by r. 5(1).

The result is that the finding recorded by the Tribunal that
the conpronise in question is valid is obviously right and
must be confirmed. Since it is found that the compromise in
fact has taken place and is otherwise valid, we have no
hesitation in directing that an order should be drawn in
terns of the said conpronise in the present appeal

Order accordingly.




