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1. Leave granted.
2. These appeal s are taken up al ongwi th Transfer Case
(Civil) Nos.60-64/2004, 73/2004, 42/2005 and 47/2005.

3. In all these cases the basic issue is the legality of CGenera
I nsurance (Rationalisation of Pay Scal es and O her Conditions

of Service of Devel opnent Staff) Amendnent Schene, 2003 (in

short ' 2003 Schene’).

4. The present scheme purports to anend the earlier
schenme framed under Section 17A of the CGeneral I|nsurance
(Business Nationalization) Act, 1972 (in short the 'Act’). The
principal schene was framed in 1976 in exercise of powers
under Section 16(1)(g) of the Act. The schene was anended
earlier in the years 1987, 1990 and 1996 and 2000. The

princi pal scheme of 1976 was chal l enged but the chall enge

was turned down and legality of the scheme was upheld by

this Court. Several wit petitions have been filed by

Devel opnent Officers questioning legality of the schene on the
ground that there was unilateral change of service conditions
of the Devel opment Oficers in Cass Il category. The

decl arati on sought for in the wit petitions was that
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adm ni strative guidelines dated 5.2.2003 were w thout power,
jurisdiction and legal sanctity. It was pointed out that while
changi ng service conditions of the Devel opment Oficers in
Class Il category the service conditions of other enployees in
Class I, I'll and IV were not touched. According to the

Devel opnent Officers the follow ng stipulations affected them
"Cost Norns: As per 2 (c) in the anendnent, the

proviso of clause 7 of the original schene of 1976 as

amended in 1990 was onitted.

The proviso inserted as per 1990 amendnent
is as foll ows:

"Provided that for the purposes of
Para 11, 11A and 13 cost shall mean
gross enolunments paid to the
devel opnent officer during a performance
year"

The Devel opnent O ficer Marketing governed
by cost norms has to performwithin stipulated cost
ratio. As per the pre anended schene he gets the
benefit of two tier cost systemi.e.

1. For the purpose of increnment.
2. For the purpose of incentives.

5. Now by the 2003 amendment single cost system has
been introduced whereby the cost systen1for the purposes has
been wi t hdrawn by del eting the proviso to clause 7.

The conparison table is as foll ows:

Devel opment O fi cer Applicabl e in Applicable in relation

Operating at i ncr ement to incentives.
Cty/town As per 2003 Exi sting As per

ting

Cost ratio cost-ratio cost

st ratio

A Cties 7% 8%
7%

B Cities/ Towns 8% 9% 8%

C O her Centres 10% 11% 10%

Exi sting schene was anended in 1996.

"Cost ratio" is the ratio expressed as percentage of cost
incurred on a person of the devel opnent staff to the schedul ed
prem um i ncome procured through himduring the concerned

year.

6. Cost relaxation was done fromtinme to tinme by anending
the schene. The 2003 anmendnent brought down the cost ratio

by 1% in all centers thereby increasing the cost ratio beyond
stipulated limts. This resulted in nmonetary |oss by way of
decrement. This would not only lead to reduction in salary but
would ultimately result in termnation of service

7. Through the following illustration it is denonstrated that
as to how the consequence of the 2003 anendnent adversely
af fects a devel opnent officer having a basic pay of Rs.13,630/-

2003 Exi s

ratio co

7%

8%

10%
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SALARY

CosT

RATI O

PREM UM TO BE
PROCURED.

EXI SI TI NG

BASIC, DA, H RA CCA
8%

Rs. 31, 88, 000 /

Rs. 2, 55, 096

REVI SED
BASI C, DA, HRA, CCA
Rs. 2, 55, 096

Add: Non-Core al | owance

7%
Rs. 44, 15, 000 /
Rs. 54, 000

Conveyance +Entertain-
Ment +Phone+TE
Rs. 3, 09, 096

8. The above illustrati on shows how a devel opnent officer
put on constrain to maintain his cost in revised norns he has

to procure an additional premumof Rs.12,27,000/- in this
conpetitive market scenario or other wise he will directly |oose
the nonetary benefits proportionate to his prem umincone.

9. The core benefits that a Developnent Oficer gets is as
indicated in the original scheme inthe shape of "gross
emol ument s which is an aggregate of basic pay, dearness

al  owance, hill station all owance, house rent allowance and
city conpensatory all owance.
10. The Non- Core benefits such as Conveyance,

Entertai nment, Tel ephone all owance, Travelling Expenses
incurred to procure premum are exenpted fromlnconme Tax

as per CBDT Rules. But through the 2003 Anendnent the
respondents have added the entire non core benefits to the
cost ratio. Thereby as per the above illustration the

devel opnent officer who was procuring a business of

Rs. 32,00, 000/ - prem um has to now procure a business of

Rs. 43,36,000/- to maintain the cost ratio and to nake hinsel f
eligible for an increnment.

11. Del eti on of ASPI Provision

As per the original schene of 1976 para 12 indicates that
a devel opnent officer shall have to procure a nininmm
prem um i nconme out of all or any of the follow ng types of
busi ness nanel y:

1. Al risk insurance, 2. baggage

i nsurance, 3. cash-in-transit

i nsurance, 4. cattle insurance, 5.

i nsurance of punp sets and lifts, 6.

machi nery breakdown insurance, 7.

pedal cycle insurance, 8. persona

accident insurance for individuals

i ncludi ng the janata persona

acci dent policies, 9. shop keepers or

house hol ders conprehensi ve
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i nsurance, 10. any other class of

i nsurance notified by the Centra
Covernment fromtime to time in this
behal f. This has been omtted by
2003 Amrendrent.

The premiumearned in this category is called Adjusted
schedul e prem uminconme. If a devel opnment officer procures
prem umon this count the sane is credited to his account

wi th doubl e benefit. Such a prem um earned by a devel opnent
of ficer gives himthe benefit of adjusted prem umincone that
is ASPI as the specified business prescribed by the conpany
fromtime to time. If premumis not procured under this
category the schedul e premiuminconme earned shall be
notionally reduced by an anobunt equal to the short fall and
such reduction shall not be deemed as penalty.

W.t hdrawal of para 12 through the 2003 anendnent
pushes the devel opnent officer into an extrene difficulty in
achieving the premumtargets and fulfilling the cost norns.
This not only results in nonetary loss in the formof non core
al  owance but also |l eads to decrenents thereby adversely
affecting the service conditions.

12. Change in incentive Scheme

Thr ough paras 14, 14A and 15 a Devel opnment O fi cer

woul d get Cost based Growth Incentive and Profit Incentive.
The growt h incentive and cost saving profit incentive is based
on the performance of the devel opnent officer. The margin in
cost ratio as provided in the anmended scheme 1987 are

wi t hdrawn and repl aced by one single incentive schene which

is totally based on the profitability as per the 2003
amendnment. This incentive is directly related to the clains
arising due to accidents, and natural calamities which are
beyond the control of a developnent officer. This is arbitrary
as in any industry it is universally accepted that the incentives
to the marketing staff shall be linked to their sales

per f or mance.

13. No career prospects:

The 2003 amendnent gives a devel oprment of ficer an

option to take a voluntary retirenent or in the alternative to
opt to be in the admi nistration. But the schenme is silent in
regard to career prospects of a devel opnent officer who opts to
work in the admnistration. Wthout specifying as to what

woul d be the pronotional avenues for a person opting for

wor ki ng in adm nistration. Such an option would be

meani ngl ess and the anended scheme would arbitrarily push

the devel opnent officer out of the conpany.

14. Transfer:

A Devel opnent Officer who works in a particular area

invests his time and energy to fam liarize hinmself with the
mar ket conditions and thereafter starts procuring business for
the Conpany. Now by the 2003 anmendnent the respondent

has brought in transfer policy where a Devel opment O ficer

can be transferred to totally a new place even to a different
State also. This would not only make the life of a Devel opnent
Oficer difficult but he would not be in a position to procure
busi ness for a conpany imredi ately. This action of the
respondent virtually anmounts to killing of the insurance

busi ness.

It has been pointed out that because of the introduction
of the scheme not only the Devel opment Officers suffered
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financial loss but there shall be great deal of inconvenience
caused because of the transfer nopdes.

A Devel opnent O ficer because of his personal efforts
nouri shes the locality and with his personal touch attracts
nore persons for being covered by insurance coverage. It is
al so submitted that though there is provision for being
transferred to adnministrative posts, it is not clear as to what
are the pronotional prospects.

15. In response, |earned counsel for the respondents
submitted that Section 17A provides for fram ng, anending,
adding to and altering schenmes governing the conditions of
service of the various classes of enployees in various Public
Sector General |nsurance Conpanies. Section 17A(4) provides

a copy of every such schene is required to be |aid before each
House of Parlianent. Section 17A(6) provides that every such
schene shall have effect notw thstandi ng any ot her | aw,

award, instruments etc. The Central Governnent has power
under Section 17A(2) to anend a schene under Section
16(1)(g). The inpugned amendnent schene was nade taking

into consideration the recomendati ons nade by Ml hotra
Conmittee in its report which is known as "Ml hotra

Conmittee Report on Reforns in the Insurance Sector”.

16. It is the stand of the respondents that as a natter of fact
the report was foundation for introduction of the |Insurance
Regul at ory and Devel oprment Authority Act, 1999 (in short

"I RDA Act’). On the basis of the recomendations

amendnments were nade to the Act, Life Insurance (Business
Nati onal i zation) Act, 1956 and the |Insurance Act, 1938 (in
short the 'Insurance Act’). The Ml hotra Conmittee exam ned
the state of the insurance industry and gave specific
suggestions regardi ng the working of Devel opment O ficers
and other reforns inter-alia necessary for the growth of the
i nsurance industry.

17. It is pointed out by |earned counsel for the respondents
that it is not correct to say that in every case in routine
manner transfers will be affected. The cost ratio, it is pointed

out, is the sane as was in 1976. It is stated that nornally a
Devel opnent Officer who functions within the cost ratio wll

not be transferred. Presently, the practice is to transfer within
150 kns. It is also stated that pronotional -norns for O ass |

1l and IV category officers have been finalized. |In case of Cass
Il officers because of order of status quo passed by sone Hi gh
Courts the same is at the draft stage and the same shall be
finalized after disposal of these cases. It is also pointed out
that there is scope for wage revision on a five year basis. The
peri ods to which these cases relate are |Ist August, 2002 and

I st August, 2007. The revision has not been effected because

of status quo order passed by this Court and various High

Courts which are the subject matter of challenge in the Specia
Leave Petitions where | eave has been granted.

18. It is true as contended by | earned counsel for the wit
petitioners that a personal factor has a role to play
notw t hst andi ng the overall inportance of the entity. Wth

openi ng of econony there is a remarkabl e change in the

various sectors including the i nsurance sector. Since

nodi ficati ons appear to have been done for the purpose of
rationalization, there is no scope for interference because
essentially a policy decision is immune fromjudicial review
unless it is founded on no rational basis or material to justify
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the change in policy.

19. It is to be noted that initially the Central Governnment had
amended the scheme under Section 16(1)(g) which was struck

down by a three-Judge Bench of this Court in Ajoy Kumar

Banerjee and O's. v. Union of India and Os. (1984 (3) SCC

127). Thereafter the Act was anmended in the year 1985 w.e.f.

the appointed day under the Act i.e. 1.1.1973. By virtue of
this anmendnment a new Section 17A was introduced in the Act

and the Central Covernment was enpowered to amend the

schene under Section 16(1)(g) and the authority was upheld

in Kishan Prakash Sharma and O's. v. Union of India and

O's. (2001 (5) sSCC 212). It was inter-alia observed in the said
case as foll ows:

"2. The Preanble to the Act explains the purpose of
the Act as to provide for the acquisition and transfer
of shares in the Indian insurance conpani es and
undert aki ngs of other insurers . in order to serve
better the needs of the econony in securing

devel opnent of general insurance business in the

best interest of the community and to ensure that

the operation of the econom ¢ system does not

result in concentration of wealth to the comon
detriment for the regulation and control of such

busi ness and for matters connected therewi th or
incidental thereto. Section 2 declared that it was for
giving effect to the policy of the State towards
securing the principles specified in Article 39(c) of
the Constitution and under Section 3(a) "acquiring
conpany" has been defined as any Indian i nsurance
conpany and where a schene had been franed

i nvol ving the nmerger of one or nore insurance
conpani es i n another or anal gamati on of two or

nore such conpani es neans the |Lndian insurance
conpany in which any ot her company has been

nerged or the conpany which has been framed as a
result of amml gamation. Section 4 provides that on
the appointed day all the shares in the capital of
every | ndian insurance conpany shal | be

transferred to and vested in the Central Governnent
free of all trusts, liabilities and encunbrances
affecting these. Section 5 provides for transfer of the
undert aki ngs of other existing insurers. Section 6
provides for the effect of transfer of undertakings.
Section 8 provides for provident fund,
superannuation, welfare or any other fund existing.
Section 9 stipulates that the Central Governnent
shal |l form a governnent conpany in accordance

with the provisions of the Conpanies Act to be

known as "General |nsurance Corporation of |ndia"

for the purpose of superintending, controlling and
carrying on the business of general insurance.
Section 10 stipulates that all shares in the capital of
every Indian insurance conpany which shall stand
transferred to and vested in the Central Government
by virtue of Section 4 shall inmmediately on such
vesting, stand transferred to and vested in the
Corporation. Chapter 4 deals with the amunts to

be paid for acquisition. Chapter 5 of the Act deals
with the schene for reorgani sation of genera

i nsurance business. Sections 16 and 17 are

i mportant, to which we will advert to later and by
amendnment of the Act by an Ordinance issued in

1984 and subsequently replaced by an Act in 1985,
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the said provisions have been anended and a fresh
provi sion was i ntroduced as Section 17-A to which

we will advert later in detail. After the Act came into
force, several schenes have been framed by the

Board of Directors and two Schenes, one dated 30-
7-1977 amendi ng the provisions regarding sick

| eave and anot her Schene pertaining to the

paynments to be nade to the provident fund were
chal | enged before this Court in the case of Aoy
Kurmar Banerjee v. Union of India. The main ground

of attack in that wit petition is that the anmended
notification altering the conditions of service is
illegal as the Central Governnment has no power to
issue it under Section 16 of the Act and as such the
notification framng the schenme is ultra vires
Section 16(1) of the Act. It was contended that once
the merger of the I'ndian companies had taken place
and the process of reorganisation was conpl ete on
1-1-1974 as stated before by fornmng the 4

i nsurance conpanies by 4 Schemes franmed in 1973,
there could be no further reorganisation of the
general insurance business and the nerger of nore

i nsurance conpani es i nasmuch as in the amended
Schene there was no nerger or reorganisation
contenpl ated unli ke the 1974 Schene. Mere

amendnment of the terms and conditions of service of
the enpl oyees unconnected with or not necessitated
by reorgani sation of 'the busi ness or nerger or

amal gamati on of the conpani es coul d not fal

within Section 16(1)(g) of the Act. It was also
noticed by this Court that under the Life Insurance
Corporation Act and t he Banki ng Conpani es Act
provi si ons have been made to frane regul ations

i ndependently of the reorgani sation and there is no
such comparabl e power under the Act and,

therefore, the Schenes inmpugned herein are nmade

wi t hout authority of the law. This contention found
favour with this Court. On interpretation of the
provisions it was held that the power under Section
16(1)(g) to frame schenme for rationalising the

provi sions regardi ng pay scal es and other terns and
condi tions of service of officers and ot her enpl oyees
wher ever necessary if unrelated to the object

envi saged in sub-section (2) of Section 16 of the Act
will not fall within the scope of exercise of powers
and it would fall outside the sanme if the power
exerci sed is beyond del egation and in view of .the
fact that the Schene of 1980 so far as it does not
relate to the amal gamati on or nmerger of the

i nsurance conpany is not warranted by Section

16(1) of the Act. Utimately, this Court held that “the
Amended Schene of 1980 was bad as beyond the

scope of the authority of the Central Government
under the Act. Further it was al so made cl ear that

the parties will be at liberty to adjust their rights as
if the Scheme had not been framed and it was
further made clear that this order will not prevent

the CGovernment, if so advised, to frame any
appropriate | egislation or make any appropriate
amendment giving power to the Central Governnent
to frame any schenme as it considers fit and proper

XX XX

6. At this stage, we may notice the follow ng

XX
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anendnents effected to the Act:

(a) In the definition clause in Section 3(0), the
expression "scheme" was altered to nean not only

one franed under Section 16(1) but also "a schene
framed under Section 17-A"

(b) Section 16 of the principal Act was anended

by introduci ng an additional sub-section (8) after
sub-section (7) to the effect that the power to frane
a scherme under sub-section (1), and the power
conferred under sub-section (6) to add to, amend or
vary any schene framed under this section, shal

i nclude the power to frame such schene with
retrospective effect froma date not earlier than the
appoi nt ed day.

(c) Section 17-Ais introduced in which a

val i dation cl ause and sone consequentia

amendnents have been added whi ch we reproduce

her eunder ;

"17-A. (1) The Central Governnent nmy, by
notification in the Oficial Gazette, frame one or
nore schemes for regul ating the pay scal es and

other terns and conditions of service of officers and
ot her enpl oyees of the Corporation or of any
acquiring conpany.

(2) A schene franmed under sub-section (1) may

add to, anend or vary any schene franed under

Section 16 including any addition, anendrment or
variation made therein by notification under sub-
section (6) of Section 16 with respect to
rationalisation or revision of pay scal es and other
terms and conditions of service of officers and other
enpl oyees of the Corporation or of any acquiring
conpany, to provide for further rationalisation or
revi sion of such pay scal es and ot her terns and
conditions of service notw thstanding that such
further rationalisation or revision is unrelated to, or
unconnected with, the anal gamati on of insurance
conpani es or merger consequent on nationalisation

of general insurance business.

(3) The Central CGovernnent may, by notification
add to, anend or vary any schene franed under
this section.

(4) The power to frane a scheme under sub-

section (1), and the power conferred by sub-section
(3) to add to, anmend or vary any schene franed

under this section, shall include the power to frane
such schene, or, as the case may be, to nake such
addition, anendnent or variation in any scheme
framed under this section, with retrospective effect
froma date not earlier than the appointed day.

(5) A copy of every schene, and every amendnent
thereto, franed under this section shall be laid, as
soon as may be after it is nade, before each House
of Parlianent.

(6) The provisions of this section and of any

schene framed under it shall have effect
notw t hst andi ng anything to the contrary contai ned
in any other law or any agreenment, award or other
instrunment for the time being in force.

(7)(1) Notwithstanding anything contained in any

j udgrment, decree or order of any court, tribunal or
other authority or in any other |aw, agreenent,
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award or other instrunent for the time being in
force, every schene framed or purporting to have
been framed with retrospective effect under sub-
section (1) of Section 16 of the principal Act and
every notification made or purporting to have been
made with retrospective effect under sub-section (6)
of that section before the commencenent of the
General | nsurance Business (Nationalisation)
Anmendnent Ordi nance, 1984 shall be, and shall be
deened al ways to have been, for all purposes, as
valid and effective as if the anendment made in the
said Section 16 by Section 3 of this O dinance had
been part of that section and had been in force at al
material tinmes.

(2) Notwi thstandi ng anythi ng contained in any

j udgrment, decree or order of any court, tribunal or
ot her authority or-in any other-|aw, agreenent,
award or other instrument for the time being in
force,\ 027

(a) every schene franed, or purporting to have

been franmed, by the Central Governnent under
sub-section (1) of Section 16 of the principal Act;
and

(b) every notification nade, or purporting to have
been nade by the Central Governnent under sub-
section (6) of the said Section 16,

bef ore the comrencenent of the General Insurance
Busi ness (National iisation) Anendnent O di nance,
1984, insofar as such schene or notification

provi des (whether with or without retrospective
effect) for any rationalisation or revision of pay
scal es or other terms and conditions of service of
of ficers and ot her enpl oyees of the Corporation or of
any acquiring conmpany, otherwi se than inrelation
to, or in connection with, anmalgamation of

i nsurance conpani es of nerger consequent on

nati onal i sati on of general insurance business shal
be, and shall be deened al ways to have been, for al
purposes, as valid and effective as if Section 17-A,
as inserted in the principal Act by Section 4, of this
O di nance had been part of the principal Act, and
had been in force at all material tines and such
schene or notification insofar as it provides as

af oresaid had been franed or made, under the said
Section 17-A:

Provided that nothing in this section shal
apply to, or inrelation to, the notification
dated the 30th day of Septenber, 1980,
fram ng the General |nsurance
(Nationalisation and Revision of Pay
Scal es and Qther Conditions of Service of
Supervi sory, Cerical and Subordinate
Staff) Second Anendnent Schene, 1980.

Expl anation.\027In this section, the
expressions "acquiring conpany" and
"Corporation" shall have the meanings
respectively assigned to themin the
principal Act."

XX XX
10. Prior to 1972, there were about 106 genera

i nsurance conpani es both of Indian and foreign
origin. The conditions of service of the enpl oyees of

XX
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the said i nsurance conpani es were governed by the
respective contracts of service between the
conpani es and the enpl oyees. The set-up, working,
managenment and enpl oynent of staff by the

erstwhil e i nsurance conpani es showed no

uniformty. The erstwhile conpani es were managed

in diverse managerial systens and no uniform
pattern of managenment coul d be di scovered by the
Central Covernnment after the nationalisation. There
was a pronounced di sparity between one conpany

and the other at all levels in the matter of
remuneration and designations for simlar posts.
Enpl oyees of different conpani es were hol di ng

di fferent designations and were paid differently for
the same kind of work at the same station. Sone
conpani es gave very hi gh-soundi ng designati ons

and paid sal aries which were not comensurate

with the work. So the necessity for rationalisation of
the entire structure of general insurance business,
i ncl udi ng desi gnati ons, pay scal es and ot her
condi ti ons of service arose.

XX XX XX

17. The chall enge now to the enactnent is that

this Court having held, the expression "schenme for
reor gani sati on of general insurance business"™ will
not include a schene nade after the reorgani sation
is conplete; that no further schenes, except in
connection with the reorgani sation of the genera

i nsurance busi ness and nerger of nore insurance
conpani es coul d be effected and the inpugned

Scheme did not involve any such merger; that
therefore, this Schene is ultra vires the Act; that
the provision enabling the Central Governnent to
frame the Scheme is bad and the provision which
gives retrospectivity to the said enactnent is equally
bad as there are no guidelines in Section 17-A.
Though there can be no linmitation regarding
providing better terns and conditions of service the
same cannot be nmodified to the detriment of the

wor kmen. The power that has been conferred upon

the Central Government to frame the Schene

wi t hout guidelines is bad and the guidelines have to
be read into the provisions in such a manner that
the benefit which is already given to the workmen
shoul d not be taken away and there should be

enough scope for collective bargaining particularly
in the absence of consultation and when there is no
limtation on upward revision, the confernent of the
power upon the authority concerned is bad.

18. So far as the del egated |l egislation is concerned,
the case-lawwill throw light as to the manner in
which the sane has to be understood and in each

gi ven case we have to understand the scope of the
provi sions and no uniformrule could be |aid down.
The legislatures in India have been held to possess
wi de power of |egislation subject, however, to
certain limtations such as the |egislature cannot
del egate essential |egislative functions which consi st
in the determnation or choosing of the |egislative
policy and of formally enacting that policy into a

bi nding rul e of conduct. The |egislature cannot

del egat e uncanal i sed and uncontrol |l ed power. The
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| egi slature must set the limts of the power

del egated by declaring the policy of the | aw and by
 ayi ng down standards for gui dance of those on
whom t he power to execute the law is conferred

Thus the del egation is valid only when the

| egi slative policy and guidelines to inplement it are
adequately laid down and the delegate is only
enpowered to carry out the policy within the
guidelines laid down by the |egislature. The

| egi slature may, after |aying down the |egislative
policy, confer discretion on an admnistrative

agency as to the execution of the policy and |l eave it
to the agency to work out the details within the
framework of the policy. Wien the Constitution
entrusts the duty of |aw rmaking to Parlianment and

the legislatures of States, it inpliedly prohibits them
to throw away that responsibility on the shoul ders

of some other authority. An area of conpromse is
struck that Parlianent cannot work in detail the
various requirements of giving effect to the

enact ment -and, therefore, that area will be left to be
filled in by the del egatee. Thus, the question is
whet her any particular |egislation suffers from
excessi ve del egation and-in ascertaining the same,
the schene, the provisions of the statute including
its preanble, and the facts and circunstances in

t he background of which the statute is enacted, the
hi story of the legislation, the conplexity of the
probl ems which a nodern State has to face, wll

have to be taken note of and if, on a liberal
construction given to a statute, a |legislative policy
and guidelines for its execution are brought out, the
statute, even if skeletal, will be upheld to be valid
but this rule of liberal construction should not be
carried by the court to the extent of always trying to
di scover a dormant or latent legislative policy to
sustain an arbitrary power conferred on the
executive. These very tests were adopted in A oy
Kumar Banerjee case al so to exam ne whet her there

i s excessive delegation in fram ng schenes and
readi ng the preanbl e, the schenme and the ot her

provi sions of the enactnent taking note of the
general economc situation in the country, the

aut horities concerned had to frame appropriate
schenes. Therefore, it is not open to the petitioners
to contend that there is excessive delegationin
relation to the enactnent to frame schenes.

19. In Ajoy Kunmar Banerjee case this Court after

hol ding that there is no excessive del egation

observed that the Schenme framed was ultra vires

the enactnment for the Schene could only be framed

once. Now the argunment is that once a scheme is

framed no further scheme should be allowed to be
franed. If the legislature recognises the fact the
rationalisation resulting fromthe nerger of severa
conpani es are not yet over and on that basis enacts

a law to enable the Governnent to frane

appropriate schemes, we do not think that such

step by the legislature is arbitrary or irrational as to
be violative of Article 14 of the Constitution. In A oy
Kumar Banerjee case this Court pointed out that

t hough there is power in the Government to revise

the pay scales, it cannot exercise the power nore

than once at the tinme of merging different




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

Page 12 of 13

conpani es for the purpose of rationalisation and
this power could have been exercised no further

But now the enactrment itself specifically provides
that every scherme franed or purporting to have

been framed by the Central CGovernment under

Section 16(1) of the principal Act and every
notification nade or purporting to have been nmde

t her eunder insofar as such schenme or notification
provides for rationalisation or revision of pay scal es
or other terms and conditions of the officers and

ot her enpl oyees of the Corporation are deemned

al ways to have been for all purposes as valid and
effective as made under Section 17-A of the Act. The
retrospective effect given to the schene is only to
overconme the difficulty pointed out by this Court in
Aj oy Kumar Banerjee case. That | acuna havi ng been
overcome, it is not opento the petitioners to
contend that retrospective effect given is violative of
Articles 14, 19 and 21 of the Constitution.

Val idation of invalid rule by amending the main
enact ment -under which it is made is a well-known

| egi sl ative device approved by this Court.

XX XX

24. The Central Governnent, in exercise of the

powers conferred under Section 16(1)(g) of the Act,
franed three Schenmes for three different categories
of enpl oyees relating to (i) supervisory, clerical and
subordinate staff; (ii) officers; and (iii) devel opnent
staff. The Schenes al so provided, inter alia, various
provisions |like fixation of pay on pronotion,

i ncrenents, provident fund and gratuity, etc. Wen
the process of categorisation and rationalisation

was in progress, it was noticed that as per the 1974
Schene, contribution to the provident fund was @8
per cent of the basic salary and dearness all owance
with an equal contribution of G C or any of its
subsi di ari es. However, LIC and nationalised banks
were giving provident fund at different rates. So as
to keep parity with other simlar organisations, the
Schene was corrected by an anendi ng notification

i ssued on 1-6-1976 and it was provided that the

provi dent fund shall be contributed by every

enpl oyee at the rate of 10% of the basic pay plus
personal pay and special pay, if any, in place of 8%
of the basic salary and dearness all owance.

XX XX

26. The stand of the respondents is that

amendnments were made while the process of
rationalisation of pay scal es and other service
conditions were still in progress and the process
had not been finally conpleted to achieve uniformty
and inter se rationalisation in terns and conditions
of service of different categories of enployees of
nmerged conpanies. In 1977 various | abour unions
presented a charter of demands in relation to

revi sion of pay scal es and service conditions. The
Schene of 1974 contained a provision to the effect
that the provisions of the Schene relating to scales
of pay, dearness allowance etc. will continue to be
in force till the Governnent nodified the same. After
consi dering the demands of the unions and the view

XX

XX
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of the nanagenent, the Governnent fornul ated

gui del i nes and requested the managenent to hold
consul tations and discussions with the unions so

that final views of the unions may be known and

may be taken into account by the Governnent

bef ore nodi fying the pay scales, etc. But this course
will not indicate that there was an obligation cast on
the Governnment to fornmally negotiate with the

uni ons. However, in keeping with the denocratic
tradition and to naintain harnonious industria

rel ati ons the managenent had several rounds of

di scussions with the four mmjor registered unions.
The procedure of consultations and di scussi ons was
adopted in order to narrow down the differences to
the mininmumand to ensure that the viewpoint of

t he enpl oyees was kept in mind before any scheme

was finalised by the Government.

20. I't was further clarified that if the scheme is prina facie
discrimnated it is open to challenge.

21. In para 28 it was held that there was no need for any
consultation with the enpl oyees. Wen the changes

i ntroduced by the scheme are considered in the background of
the position in |aw and the decision of this Court by a
Constitution Bench in Prakash Sharma’'s case (supra) there is

no scope for interference in these appeals. However, it would
be in the interests of the officers and the insurance comnpanies
if the Devel opnment Officers who work within the cost ratio are
not transferred unless the transfer is required to be done in
public interest. So far as the pronotional prospects and the
wage revision are concerned, a draft policy stated to have been
fornmulated for the latter be finalized within a period of three
nonths. The wit petitions filedin different H gh Courts stand
di sm ssed because of this judgnent. Consequentially, the
interimorders passed which formthe subject matter of

chall enge in the appeals are vacated subject to the directions
gi ven supra

22. The appeal s are all owed. The transfer petitions stand
di sposed of.




