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These appeals by the Union of India are directed
agai nst the judgnent of the Bonbay Hi gh Court, Certificates
under Articles 132(1) and 133 of the Constitution for |eave
to appeal to the Suprene Court having been granted by the
H gh Court itself. By the inmpugned judgnent, the Bonbay
Hi gh Court cane to the conclusion that the action of the
Uni on Governnent in taking over the nanagenents of the three
Cotton MIls, nanely, The El phinstone Spinning and’/ \Wavi ng
MIlls Conmpany Ltd., Jam Manufacturing MIls and ‘New City
M1Ils of Bombay under the provisions of Textile Undertakings
(Taking over of Managenent) Ordinance, 1983, (hereinafter
referred to as The Ordi nance) and the Textile Undertaki ngs
(Taking over of Managenent) Act, 1983 (hereinafter referred
to as The Act), infringed the fundanental right ~under
Article 14 of the Constitution and, therefore, qua them it
was invalid. The Hi gh Court also further cane to hold that
the Act infringed the petitioners fundamental rights under
Article 19(1)(g) and on that count qua the petitioner was
equally invalid. 1In comng to the aforesaid conclusion the
High Court after thorough discussion of the nmaterials on
record found that the Union Government failed to establish
either directly or inferentially any m s-managenent. on the
part of the three conpanies and failed to establish fromthe
material on record that there was any nexus between the main
object or purpose of the Act, viz., to take over managenent
of only those nmlls whose financial condition before strike
was whol |y unsatisfactory by reason of m s-nmanagenent.

The short facts leading to the promulgation of the
Ordinance and replacenent of the same by the Act are that
the Textile MIlls in and around Bonbay had gone on strike
with effect from18.1.1982. On 15.2.1982 the CGovernnent of
India declared its policy for nationalisation of all these
Textile Industries. In Cctober 1982, the Reserve Bank of
India had called a nmeeting to discuss the situation arising
out of the strike. Depending upon the economc conditions
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of different mills the mlls had been classified into three
groups. The continued Textile strike had deteriorated the
financial condition of all the Textile MIls and the MIls
were looking forward to the Financial Institutions and
Nati onalised Banks for financial aid to nake the MIlls
vi abl e. On 28th March, 1983, the Government of India wote
letters to the Nationalised Banks and IDBlI to conduct a
viability study of these MIls. The three MIIls, with which
we are concerned, in these appeals had been included in
category I11. On 20th Septenber, 1983, the CGovernment of
India in the Mnistry of Conmerce had issued a Menorandum
constituting a Task Force to collect data and submit a note
for being placed before Economic Affairs Conmittee of the
Uni on Cabinet to enable it to take a decision as to which of
the MIls in category I'll would be Nationalised. The said
Task Force submitted its report by the end of Septenber
1983. On 18th Cctober, 1983, the O dinance was promul gated
and the management of 13 Textile MIls enunerated in the
First ' Schedule to the Ordinance was taken over pending
Nat i onal i'sati on of t he Undert aki ngs. The O di nance
i ndicates that for re-organising and re-habilitating the
Textile MIlls to protect the interest of the worknen
enpl oyed t herei n, and to augment the pr oduct and
distribution at fair price of different varieties of cloth
and yarn so as to subserve the interest of the genera

public, investnent of very |large suns of nbney was necessary
and for such investnment, the Central Governnment felt that
the acquisition of the MIIls woul d be necessary, but since
acquisition would ‘take sonme time and it was felt that it
woul d be expedient in the public interest to take over the
managenent of the Undertakings, pending acquisition, and
that Parlianment was not in Session, the President, on being
satisfied that circunstances exists for taking imediate
action, pronulgated the Odinance in exercise of powers
conferred under Article 123(1) of the Constitution. The
said Ordinance was replaced by the Act and the Act provided
that the sane shall be deenmed to have come into force on
18t h day of Cctober, 1983. | mredi ately after the
promul gation of the O dinance the Managenent of the Mlls,
enunerated in the First Schedul e thereof, having been taken
over by the CGovernment, the three MIls referred to earlier
filed three Wit Petitions in Bonbay H gh Court chall enging
the applicability of the Ordinance so far as those MIls are
concer ned. After replacenent of the Ordinance by the Act
the Wit Petitions were anended and thus the validity of the
Act was chall enged qua the three Wit Petitioners. Though
the challenge was on three counts, nanely, violation of
Article 14, violation of Article 19(1)(g) and violation of
Article 300A, but at the tine of hearing the challenge in
relation to violation of Article 300A was not pressed and,
therefore, the Hi gh Court considered the challenge, so far
as it relates to violation of Articles 14 and 19(1)(g) of
the Constitution. The H gh Court in the inmpugned judgnent
made el aborate di scussion of the materials on record as well

as interpreted the different provisions of the Constitution
and canme to hold that the act with its object of only taking
over the rmanagenent cannot be considered to be law for
taking over the ownership and control of the property, as
required under Article 39(b), but would squarely fall under
Article 31A (1)(b) and, therefore, Article 31(c) will have
no application. The Hi gh Court also cane to the concl usion
that to protect a legislation under Article 31(c), there
nmust be a declaration in the legislation itself that the Act
was enacted to give effect to the Directive Principles under
Article 39(b) and (c), and in the case in hand, there being
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no such declaration either in the Ordinance and in the Act,
Article 31(c) wll have no application and, squarely the
chal l enge on the ground of violation of Article 14 or 19 has
to be exanmined. On examning Article 31A(1)(b) the High
Court was of the opinion that two conditions nust be
satisfied for attracting Cl ause 1(b) of Article 31A nanely,
that the taking over of the management of the property by
the State would be for a limted period, and such taking
over must be either in public interest or in order to secure
the proper nmanagenment of the property, since the taking over
of managenent was not for any limted period and in fact
such managenent had been taken over pending nationalisation

the provisions of Clause 1(b) of Article 31A would not get
attracted. According to the High Court the expression
Pendi ng Nationalisation cannot be held to be for a linmted

period and the protection of Article 31A (1)(b) would be
avail abl e only when there is a definite limt in the law for
the period of managenent and, consequently the challenge on
the anvil 'of violation of Articles 14 and 19(1)(g) has to be
exam ned. The High Court then exanined the factual aspect
for considering the question as to whether there were any
materials to put the three MIls in a class of MIls for
whi ch the taking over  of the nmanagenent was meant
notwi t hstanding a -declaration or recital in the Preanble
itself, the sane being MIIls whose financial condition had

become wholly unsatisfactory by reason of nis-managenent.

The High Court then exanined the different datas collected
by the Governnent. 'of India as well" as several reports
including the Task Force Report -and ultimately canme to the
conclusion that even though the financial  condition had
beconme unsati sfactory but the Uni on Government has failed to
establish that such unsatisfactory financial condition is by
reason of m s-nmanagenent and, therefore, there was no nexus
between the basis of the classification of the petitioner
MIls with other msmanaged M1ls and the said object and
the purpose of the Act. |In other words, the Hi gh Court cane
to the conclusion that inclusion/of the three MIls in the
Schedul e appended to the Ordinance and the Act was arbitrary
and, on the other hand, the figures given by the Union of
India itself show that the financial position of the three
MIls were far better than even the MIIs which were .in
category II. Consequently, the Hi gh Court was of the
opi nion that the Governnent could not have, for taking over
of the nmanagenent of the petitioners MIlls, classified

those MIls as MIIls whose financial condition was bad due
to m s-nanagenent. The High Court, therefore, ultimtely
cane to the conclusion that there has been a gross violation
of Article 14 in clubbing the three MIls with other MIlls
in category three, enunerated in the Schedul e appended to
the Act and such inclusion violates the fundanental /right
guaranteed wunder Article 14 of the Constitution. “The High
Court also cane to the conclusion that the inpugned Act
infringed the petitioners right under Article 19(1)(g) and

on that count qua petitioners was equally invalid. Havi ng
comne to the aforesaid conclusion the Wit Petitions were
allowed and the order of taking over of the nanagenment of
three MIls was set aside. But the operation of the order
had been stayed for 8 weeks and certain restrictions had
been inposed and the H gh Court also granted Certificate
under Article 132(1) and 133 of the Constitution for Leave
to Appeal to the Suprenme Court. Wen the matter was |listed
before this Court the aforesaid interimorder staying the
operation of the judgnment was continued and | ater on certain
M sc. Applications being filed by different MIls certain
orders have been passed by the Court with regard to the
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possessi on of certain assets, like, car, t el ephone
connections etc. Wen the appeals were taken up for hearing
in January 1985, the sanme had been heard before a Three
Judge Bench but after hearing for sonme time the Three Judge
Bench felt that in view of the questions which arise for
consi deration, and in view of Clause 3 of Article 145 of the
Constitution the cases should be heard by a Bench of not
| ess than Five Honble Judges and that is why these appeals

were heard by us.

M. Salve, the learned Solicitor General, appearing
for the appellant Union CGovernment contended that the basic
approach of the H gh Court in examning the constitutiona
validity of the Act is grossly erroneous and such approach
has vitiated the wultinmate conclusion. According to the
| earned Solicitor Ceneral, the financial condition of these
mlls had becone so bad that unless |arge sum of noney from
the public exchequer was punpedinto it, the mlls were not
in a position to run and that in turn would have nmade
t housands of |abourers idle. To overcome the aforesaid
crisis and since |large scal e governnent nbney was going to
be punmped into the Mlls for making it viable, the
Parliament itself thought it appropriate to take step for
acquiring the MIIls and pending finalisation of acquisition
the Parlianent thought it fit to take over the nanagenent
which was absolutely necessary in the public interest.
According to M. Salve this is apparent from the Bill
introduced by the 'concerned Mnister as well as the Act
itself and in such a case the Court would not be justified
in examning the datas which persuaded the Parlianent to
take the aforesaid decision to cone to a conclusion that the
said decision of the Parliament could not have been taken on
the available materials. According to M.~ Salve the fact
that the managenent of the MIIls had been taken over ' unti
the MIlls are acquired by enacting an Acquisition Act, for
all practical purposes the taking over was for a limted
period thereby attracting Cause 1(b) of Article 31A and the
High Court was in error in concluding that the taking over
was not for a limted period and, as such, C ause 1(b) of
Article 31A wll not get attracted. According to |earned
Solicitor GCeneral the Act in question was for a limted
period and had been enacted in the public-interest com ng
within the purview of Cause (1)(b) of Article 31A and
therefore, provisions of Article 14 or Article 19 cannot at
all be attracted for assailing the validity of the _action
taken under the Act. The learned Solicitor General also
further urged that the materials which were there before the
CGovernment before promul gation of the O dinance and before
the Parlianment before enactnent of the Act were . sufficient
for classifying the MIls into three categories and in fact
by inclusion of the three MIls with which we are‘concerned
in the present appeals with the group of 13, the Managenent
of which was being taken over by the Act, by no stretch of
i magination can be held to be discrimnatory nor the
conclusion of the Hgh Court that there has been an
infringement of Article 19(1)(g) of the Constitution is at
all sustainable. The learned Solicitor General also placed
reliance on the avernents made by the Union of Indiainits
Counter Affidavit filed before the H gh Court to indicate
how it was absolutely necessary to pronul gate the O dinance
and how the Government took the decision after considering
the reports submitted by the IDBI and other financia
institutions as well as the report of the so called Task
For ce. He also placed reliance on the Affidavit of M.
Prabhat Kumar, the then Secretary Comerce explaining the
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Task Force Report and contended that the High Court was in
error in basing its conclusion on the earlier Affidavit of
one M. Singh. According to |earned Solicitor General that
while considering the constitutional validity of a statute,
nore particularly a statute on economic matter, certain well
established principles evolved by the Courts as rules of
guidance in discharge of its constitutional function of
judicial review have to be borne in mnd, and in the case in
hand the inpugned judgnment of the H gh Court, on the face of
it, indicates that those guiding principles have not been
borne in mnd. According to the learned Solicitor Genera

one cardinal principle well accepted and recognized by
Courts is that the legislature understands and correctly
appreciates the needs of its own people and its laws are
directed to problens nmade nanifest by experience and its
discrimnation are based  on adequate grounds and the
presunption of constitutionality is indeed so strong that in
order to sustain it the Court may take into consideration
matters of common know edge, matters of comon report, the
history ‘of ~ the tinmes and nmay assune every state of facts
whi ch can be conceived existing at the tine of |egislation

He further enphasised that the lawrelating to econonic
activities should beviewed with greater latitude than | aws
touching civil rights such as freedomof speech, religion
etc. and the Hi gh Court totally over-looked the aforesaid
approach and guidelines in basing its conclusion. According
to the learned Solicitor General the preanmble of the Act
unequi vocal ly indicates the Act to be a piece of |egislation
for taking over in the public interest of the managenent of
the Textile Undertakings of the Companies specified in the
First Schedul e pendi ng nationalisation of such undert aki ngs.
It no doubt, further stipulates that by reason of ms-
managenent of the affairs of the Textile Undertakings
specified in the First Schedule their financial condition
becane wholly unsatisfactory but the financial condition of
these MIIls had becone so precarious and unsatisfactory as
was f ound from the reports of different fi nanci a

institutions including IDBlI that ms-nmanagenent is the
natural inference and the preanble read as a whole would
indicate that the Parlianment thought it appropriate to take
over the managenent of Textile Undertakings in the public
interest pending nationalisation of such undertaking and in
this view of the matter the H gh Court was hyper-technica

in recording a finding that even though the financia

condition becone wholly unsatisfactory but the  Governnent
failed to establish the ms-managenment of the undertaking
whi ch had brought the financial condition to such
unsati sfactory stage and, therefore, by including the three
mlls in question in the group of 13 there has / been
violation of Article 14. The learned Solicitor Ceneral also
seriously comented upon the conclusion of the High Court
and submitted that the Hgh Court committed error in
assum ng m s-managenment as fraud and such fraud has not been
established by the Union CGovernment . According to |earned
Solicitor General the Hi gh Court m s-understood the basis of
the classification itself and taking an over all view of the
financial position of these three MIls the conclusion is
irresistible that these three MIls were rightly clubbed
together with the group of 13 whose financial position was
whol Iy unsatisfactory and governnment noney was required to
be punped into it for naking the mlls viable and for
effective running of the MIls so that the | arge nunber of
workers wll not face the misery of closure of the MIIs.
The | earned Solicitor General also urged that in view of the
prevailing situation in the 13 MIls including the three
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with which we are concerned, in these appeals, the
Parlianment thought that only way to put the managenent on
the wheels was to take over the managenent of the MIlls
which is pernmissible in the larger public interest, as
contained in Article 31A (1)(b) of the Constitution, and
such Parlianentary wi sdom cannot be scrutinised by the Court
in a scale on the basis that certain reports m ght not have
been placed before the Parlianment or on the ground that
factually the MIls were not ms-managed and yet had
sustai ned heavy financial |oss and thereby putting them
alongnith the group of 13 constitutes an infraction of
Article 14 of the Constitution. According to the |[earned
Solicitor General the burden being on a person who attacks
the constitutionality on the grounds of discrimnation the
said burden cannot be held to have been discharged by the
MIlls and the Hi gh Court conmitted serious error in
annulling the taking over of the managenent of the three
MIlls .under the Act on the ground that CGovernnent failed to
establish the relevant material before the Court. The
| earned 'Solicitor GCeneral also argued that Article 31(c)
does apply to the legislation in question, and therefore,
infraction of Article 14 or 19 should not have been gone
into by the Court.

M. F.S. Nariman, |earned senior counsel appearing
for the El phi nstone Spinning and Weaving MIls Conpany Ltd.,
enphatically wurged that Article 31 A (1)(b) was introduced
by the Constitution [Vth Anendrment Act of 1955 which enabl es
to make law for ‘taking over of ~the nanagement of any
property by the State for alimted periodeither in the
public interest or in order to secure proper managenent of
the sane. The | aw made by the Parliament is the Textiles
Undert aki ngs (Taking over of Minagement) Act, 1983. The
said law pernits take over only when the financial condition
becane unsatisfactory by reason of m s-managenent of the
affairs of the Textile Undertakings. And, this being the
position, if there is no material to establish that
financial |osses is on account of ms-nmanagenent then the
taki ng over of the managenent of the nill by taking recourse
to the inpugned Act nust be held to be invalid and the Hi gh
Court in fact has held it to be invalid. According to M.
Nariman nmere |losses will not entitle to take over of “the
managenent of mll, inasnmuch as, all the mlls have suffered
loss and, therefore, there must be sone other factors - on
account of which it will be possible for the Governnent to
take over the managenment of only 13 mills as included in the
First Schedule to the Act. He also further urged that in
view of the |language of Article 31A (1)(b) ‘the law for
taking over of the managenent nmust be for a limted period
and the expression pending nationalisation in the inpugned
Act cannot be construed to be a definite limted period and,
therefore, the Act in question is not referable to Article
31A (1)(b). It is in this connection he cited the decision
of Raman Lal as well as the decision of the Del hi Hi gh Court
in ILR 74 (1) Delhi 311 and also a decision of Andhra
Pradesh High Court in AIR 1977 A P. 420. M. Narinan also
argued that in the inmpugned Act there is intrinsic evidence
to indicate that the taking over of managenent was not for a
l[imted period as it would be apparent from Sections 33, 34,
36 and Sections 6, 8 and 11(1), and essentially it
constitutes acquisition and not take over of nmanagenent for
a limted period. M. Nar i man also urged that the
| egislative declaration of facts are not beyond judicia
scrutiny in the constitutional context of Articles 14 and 16
and the Court can always tear the veil to decide the rea
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nature of the statute if the facts and circunstances warrant
such a course. A nere declaration in the |egislation would
not be permssible so as to defeat the fundanental right.
If the legislation in question was nmerely a pretence and the
object was discrimnation the validity of the statute could
be examned by the Court notw thstanding the declaration
made by the legislature and, therefore, the H gh Court was
fully justified in exanmining the facts and coming to the
conclusion that in grouping the three mlls alongw th other
13 mlls for the purpose of taking over the nmanagenent
constitutes an infraction of Article 14 of the Constitution

In support of this contention he places reliance on the
decision of this Court inIndira Sawhney vs. Union of India
and others (2000) 1 Suprene Court Cases 168. M. R F.
Nari man, |earned senior counsel pursued the argunents
advanced by M. F.S. Nari man and contended that the
classification itself —may be valid but while choosing the
mlls to be included in such classification and cl ubbing the
El phi nstone M1l within the group of 13 is discrimnatory in
as nuch ‘asa well managed mll is being clubbed with a m s-
nmanaged moll- Accor ding to M. R F. Nar i man
categorisation of the Elphistone nmll as a ms-managed m ||
is contrary to the facts available on record, and as such

it violates Article 14 M. RF. Nariman also further
urged that a machinery available under IDR Act for an
inquiry not having been resorted to it contravenes Article
19(1)(g). According to |earned counsel the Parlianment chose
to adopt a procedure w thout any urgency being there and
wi t hout any machinery to | ook into the facts on the basis of
whi ch categorisation. could be nade, the classification is
bad in law. M. Narinman also contended that in  view of
Article 300A the | aw nust be reasonable-and fair and in view
of the judgnent of this Court in Dwarkadas Shrinivas of
Bonbay vs,. The Shol apur Spinning & Weaving Co. Ltd. and
others 1954 Suprene Court Reports 674, the inpugned action

is bad inlaw M. RF Nariman also contended that it was
open for the Wit Petitioners to place and establish that
the legislative facts are incorrect and in ‘fact the
petitioners have discharged that burden by placing materials
on record and the H gh Court, therefore, was fully justified
in arriving at its decision on the materials produced. He
pl aced reliance on the decision of this Court in Dr. K R
Lakshnmanan vs. State of T.N. and another (1996) 2 Suprene
Court Cases 226 in support of aforesaid contention

According to M. Narinman the follow ng facts ~establishes

that the El phinstone MI|I was not a mis-managed nill and
Parliament erroneously clubbed the same with other ms-
managed mlls. Those facts are :- (a) I1DBlI viability study

report (b) Task Force Report (c) Approval of the Centra
CGovernment itself to appoint a Managing Director (d)
Sanction of loan by IRCI AND IDBI in Septenber 1993 (e) No
i nvestigation done wunder Section 15 and 15(a) of IDR Act,
and (f) No action of any kind under the provisions of
Conpanies Act, and on this score the conclusion of the H gh
Court is unassail abl e.

M. Ganesh, |earned counsel appearing for the New
Cty MIls contended, that the H gh Court itself has given a
positive finding on the basis of the materials those have
been produced that the performance of the mll; was good.
Even the Counter Affidavit of the Union Governnent before
the H gh Court does not indicate that the performance of the
New City MIlI was in any way made out a case of mis-
managenent . The analysis of M. Bilnoria, the letter of
RBI dated 23rd March, 1983 and the very Task Force Report
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clearly denonstrates that the New City MIIl was not at all a
m s-managed mill and these materials could be | ooked into by
the Court when the MII itself had alleged discrimnation
under Article 14. 1In support of this contention he places
reliance on the decision of this Court in Shashi kant Laxnman
Kale and Another vs. Union of India and Another 1990(4)
Supreme Court Cases 366 and Ms. Maneka Gandhi vs. Uni on
of India and Another 1978 Suprene Court Cases 248. M.
Ganesh al so placed reliance on the decision of this Court in
Chiranjit Lal Chowdhuri vs. The Union of India and Qhers
1950 Supreme Court Reports 869 and submitted that in that
case the Court did go into the materials and cane to the
concl usi on about the m s-managenent and, therefore, in the
case in hand the High Court was fully justified in
interfering with the order of taking over qua New City MII.

Ms. Indira Jaisingh, |earned senior counsel appearing
for the workers of the MIIls supported the stand taken by
the learned Solicitor General and placed before us different
materials on record to establish the m s-managenent of the
mlls concerned.

In view of - the rival subm ssions the follow ng
guestions arise for our consideration:-

1. Can the inmpugned Act be held to be-a | aw providing
for the taking over of the managenent of the MIls for a
l[limted period? 2. The Act read as a whol e expresses the
intention of the Parliament for taking over the managenent
of the Textile Undertakings specified in the First Schedul e
in the public interest or is it capable of indicating the
legislative intent that only those MIIs whose financia
condition becane wholly unsatisfactory by reasons of
m s- managenent of the affairs of the Textile Undertakings
which are sought to be specified in the First Schedule and
managenent of those MIIls are being taken over wunder the
Act ? 3. Has any case been nade out by the MIIs concerned
to enable a Court that in fact by clubbing the three’ MIls
in the group of 13 there has been the violation of the
mandate under Article 14? 4. Was the H gh Court justified
in recording a conclusion that there has been a violation of
Article 19(1)(g)? 5. On the available materials onrecord
was the H gh Court justified in going behind the |egislative
intent apparent on the face of the Act to findout the so
called true intention and thereby comng to the ultimte
conclusion that there has been a gross discrimmnation in
clubbing the three mills with the other admtted m s-managed
mlls which are enunerated in the Schedule to the Act?

But before exam ning the aforesaid questions-it would
be appropriate for us to notice the legal position on
certain general principles relating to the challenge of a
statute in the anvil of Articles 14 and 19 and the
paranmeters of Courts jurisdiction to examine materials for
arriving at the legislative intent behind a statute as well
as the presunption of constitutionality of a statute.

A statute is construed so as to make it effective and
operative. There is always a presunption t hat the
| egi sl ature does not exceed its jurisdiction and the burden
of establishing that the | egi slature has transgressed
constitutional mandat es such as, t hose rel ating to
fundanmental rights is always on the person who challenges
its vires. Unless it becomes clear beyond reasonabl e doubt
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that the legislation in question transgresses the limts
laid down by the organic |aw of the constitution it nust be
allowed to stand as the true expression of the national wll

- Shell Company of Australia vs. Federal Conm ssioner of
Taxation (1931) AC 275 (Privy Council). The aforesaid
principle, however, is subject to one exception that if a

citizen is able to establish that the |legislation has
invaded its fundanental rights then the State nust justify

that the law is saved. It is also a cardinal rule of
construction that if one construction being given statute
will become ultra vires the powers of the legislature

whereas on another construction which may be open, the
statute remains effective and operative then the Court wll
prefer the latter, on the ground that the legislature is
presumed not to have intended an excess of jurisdiction. In
Sanj eev Coke Manufacturing Conpany vs. Ms. Bharat Coking
Coal Limted (1983) 1 Suprene Court Cases 147, t he
Consti tution Bench speaki ng through Chinnappa Reddy, J., had
observed, 'in the context of interpretation of the provisions
of Coking Coal Mnes (Nationalisation) Act, 1972 that the
Court s not- concerned with the statements nmade in the
Affidavits filed by the parties to justify and sustain the
| egi sl ation. The deponents of the affidavits filed into the
court may speak for the parties on whose behalf they swear
to the statements. They do not speak for the Parlianent.
No one may speak for the Parlianment and Parliament is never
before the court. | After Parliament has said what it intends
to say, only the court nay say what the Parlianent neant to

say. None else. Once a statute |eaves Parlianent House,
the Court is the only authentic voice which may echo the
Par | i ament . This the Court will do with reference to the
| anguage of the statute and other pernissible aids. The

executive CGovernnent nay place before the court. their
under st andi ng of what Parlianent has said or intended to say
or what they think was Parlianments object and all the facts

and ci rcunstances which in_their view |ed to the
| egi sl ati on. Wen they do so, they do not speak for
Parlianment. No Act of Parliament may be struck down because
of the understanding or m sunderstanding of parlianentary
intention by the executive Governnent or -because their
spokesnen do not bring out relevant circunstances but
i ndulge in enpty and sel f-defeating affidavits. They do not
and they cannot bind Parlianment. Validity of legislation is
not to be judged nmerely by affidavits filed on behalf of the
State, but by all the relevant circunstances which the court
may ultimately find and nore especially by what ~may be
gathered fromwhat the legislature has itself said. In the
facts of that case the Court had held that = W do  not

entertain the slightest doubt that the nationalisation of
the coking coal mnes and the specified coke oven plants for
the above purpose was towards securing that the ownership

and control of the material resources of the comunity are
so distributed as best to subserve the comon good and there
has been no discrimnation or infringenent of Article 14 of
the Constitution Justice AAN. Sen in his separate judgnent

al so agreed with the ultinmate conclusion of Chinnappa Reddy,
J and had said that there was logical basis for the
nationalisation of +the 4 oven plants of the petitioners,
| eaving out a few and | amnot satisfied that there has been
any wong and arbitrary discrimnation of Article 14 of the

Consti tution. Wil e exam ning the constitutional wvalidity
of the special courts bill in the anvil of Article 14 of the
Constitution, after an exhaustive review of all the

deci sions bearing on the question, in 1979(1) S.C C 380,
it was held as follows: -
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(3) The constitutional conmand to the State to afford
equal protection of its |laws sets a goal not attainable by
t he invention and application of a precise formnula.
Therefore, <classification need not be constituted by an
exact or scientific exclusion or inclusion of persons or

t hi ngs. The courts shoul d not insist on del usive exactness
or apply doctrinaire tests for determning the validity of
classification in any given case. Classification is

justified if it is not pal pably arbitrary. (4) The
principle underlying the guarantee of Article 14 is not that
the same rules of |law should be applicable to all persons
within the Indian territory or that the sane renedi es should
be made available to themirrespective of differences of

ci rcunst ances. It only neans that all persons simlarly
circunstanced shall ~be treated alike both in privileges
conferred and liabilities inposed. Equal |aws would have to
be applied to all in the sane situation, and there should be

no discrimnation between one person and another if as
regards thhe subject-matter of the legislation their position
is substantially the same. X X X X X X X X X (6) The |aw
can meke and set apart the classes according to the needs
and exigencies of the society and as suggested by

experi ence. It can recogni se even degree of evil, but the
classification should never be arbitrary, artificial or
evasi ve. (7) The classification nust not be arbitrary but

nmust be rational, that is to say, it nmust not only be based
on sone qualities or characteristics which are to be found
in all the persons grouped together and not in others who
are left out but those qualities or characteristics nust
have a reasonable relation to the object of the legislation

In order to pass the test, two conditions nust be fulfill ed,
nanmely, (1) that the classification nust be founded on an
intelligible differentia which distinguishes those that are
grouped together fromothers and (2) that that differentia
must have a rational relation to the object sought to be
achi eved by the Act.

In the Doypack System Pvt. Ltd. vs. Union of India
(1988) 2 Suprene Court Cases 299, the Court had observed
that when the constitutionality of alegislationis being

assailed before a Court it is the collective will of the
Parlianment with which the Court is concerned. No officer of
t he depart ment can speak for the Parlianent. The
interpreter of the statute nust take note of the well known
historical facts. |In conventional |anguage the interpreter
must put himself in the arnchair of those who were passing
the Act i.e. the Menbers of the Parlianent. It is. the
collective wll of the Parlianent with which we are
concer ned. The af oresai d observation had been nade in the

context of an argunment sought for by the petitioner for
production of certain docunents to ascertain the question
whet her the shares vested in the CGovernnent or not?

In Bearer Bonds case (1981) 4 Suprene Court Cases
675, this Court held that it is a rule of equal inportance
that laws relating to economic activities should be viewed
with greater latitude than law touching civil rights, such
as freedom of speech, religion etc. The Court observed that

It has been said by no | ess a person than Hol nes, J.
that the legislature should be allowed sone play in the
joints, because it has to deal with conpl ex problenms which
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do not admt of solution through any doctrinaire or
strait-jacket fornmula and this is particularly true in case
of legislation dealing with econonmic natters, where having
regard to the nature of the problens required to be dealt
with, greater play in the joints has to be allowed to the
| egi sl ature. The court should feel nmore inclined to give
judicial deference to legislative judgnent in the field of
econom c regulation than in other areas where fundanenta

human rights are involved. Nowhere has this adnonition been
nore felicitously expressed than in Mrey v. Doud (354 US
457:1 L Ed 2d 1485 (1957) where Frankfurter, J. said in his
intimtable style:

In the utilities, tax and econonic regul ati on cases,
there are good reasons for judicial self-restraint if not
judicial deference to |egislative judgnment. The |egislature
after all has the affirmative responsibility. The courts
have only the power to destroy, not to reconstruct, the
uncertainty, the Jliability to error, the bewi | deri ng
conflict " of the experts, and the nunber of tines the judges
have been overrul ed by events self--linitation can be seen
to be the path to judicial wisdomand institutional prestige
and stability.

The Court nmnust always renmenber that legislation is
directed to practical problens, that the econonic nechani sm
is highly sensitive and conplex, that nany problens are
si ngul ar and contingent, that aws are  not abstrct
propositions and do not relate to abstract units and are not
to be neasured by abstract symmetry; that exact w sdom
and nice adaption of renedy are not always possible and
that judgrment is largely a prophecy based on neagre and
uninterpreted experience. Every legislation particularly
in economic nmatters is essentially enmpiric and it is '\ based
on experinentation or what one may call trial and error
method and therefore it cannot provide for all possible
situations or anticipate all possible abuses. There may be
crudities and inequities in conpl i cated experi nmenta
econom ¢ legislation but on that account alone it cannot be
struck down as invalid. The courts cannot, as pointed out
by the United States Suprene Court in Secretary of
Agriculture v. Central Reig Refining Conpany (94 L Ed 381
338 US 604 (1950)) be converted into tribunals for relief
from such crudities and inequities. There nay even  be
possibilities of abuse, but that too cannot of itself be a
ground for invalidating the legislation, because it is not
possible for any legislature to anticipate as if by some
di vine prescience, distortions and abuses of its/ |egislation
which may be made by those subject to its provisions and to
provide against such distortions and abuses. | ndeed,
howsoever great may be the care bestowed on its framng, it
is difficult to conceive of a legislation which is not
capabl e of being abused by perverted human ingenuity. The
Court nust therefore adjudge the constitutionality of = such
| egislation by the generality of its provisions and not by
its crudities or inequities or by the possibilities of abuse
of any of its provisions. |If any crudities, inequities or
possibilities of abuse come to light, the legislature can
always step in and enact suitable amendatory | egislation.
That is the essence of pragmatic approach which must guide
and inspire the legislature in dealing with conplex econom c
i ssues.

In Shri Ram Krishna Dalma vs. Shri Justice S. R
Tendol kar and Ors., 1959, S.C. R, 279, this Court held:
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(a) XXXXXXX XXXXXXXX (b)that there is always a
presunption in favour of the constitutionality of an
enactment and the burden is upon himwho attacks it to show
t hat there has been a clear transgression of t he
constitutional principles; (c)that it must be presumed that
the legislature wunderstands and correctly appreciates the
need of its own people, that its laws are directed to
pr obl ens nade mani fest by experi ence and that its
di scrimnations are based on adequate grounds; (d)that the
legislature is free to recognise derees of harm and nay
confine its restrictions to those cases where the need is
deened to be the clearest; (e) that in order to sustain the
presunption of constitutionality the court may take into
consi deration matters of comon know edge, natters of common
report, the history of the times and may assune every state
of facts which can be conceived existing at the tine of
| egi sl ation.

In the case of The Superintendent and Remberancer of
Legal Affairs, West Bengal vs. Grish Kumar Naval akha and
Os., 1975(4) S.C.C/, 754, this Court held:

The preanble provides the key to the general purpose
of the Act. That purpose is the regulation of certain
paynments, dealings 'in foreign exchange and securities and
the inport and export of currency and bullion in the
economic and financial interest of India: The genera
purpose or object of the Act given in the preanble nay not
show the specific purpose of the classification nmade in
Section 23(1)(a) and Section 23(1A) .The Court has therefore
to ascribe a purpose to the statutory classification and
co-ordi nate the purpose with the nore general purpose of the
Act and with other relevant Acts and public policies. For
achieving this the Court may not ‘only consider the | anguage
of Section 23 but al so other public know edge about the evi
sought to be renedied, the prior law, the statenent of the
purpose of the <change in the prior law and the .interna
| egislative history. VWhen the purpose of a challenged
classification is in doubt, the court attribute to the
classification the purpose thought to be nobst probable:
Instead of asking what purpose or purposes the statute -and
ot her material s reflect, t he Court - may ask ~ what
constitutionally pernmissible objective this statute and
other relevant materials could plausibly be. construed to
reflect. The latter approach is the proper one in econonc
regul ati on cases. The decisions dealing wth economc
regulation indicate that courts have used the concept of
purpose and simlar situations in a manner which  give
considerable leeway to the Legislature. This approach of
judicial restraint and presunption of constitutionality
requires that the Legislature is given the benefit of doubt
about its purpose. How far a court will go in attributing a
purpose which though perhaps not the probable is at | east
conceivable and which would allowthe classification to
stand depends to a certain extent upon its imaginative power
and its devotion to the theory of judicial restraint.

The Court further held:
It would seemthat in fiscal and regulatory matters

the Court not only entertains a greater presunption of
constitutionality but also places the burden on the party
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challenging its validity to showthat it has no reasonable
basis for nmaking the classification

The Legislation in a nmodern State is actuated with
some policy to curb some public evils or to effectuate sone

public benefit. The Legislation is primarily directed to
the problens before the legislature based on infornmation
derived from past and present experience. It may also be
designed by use of general words to cover simlar problens
arising in future. But fromthe very nature of things, it
is inpossible to anticipate fully, the varied situations
ari sing in future in_ which the application of the

legislation in hand may be called for, and, words chosen to
comuni cate such indefinite reference are bound to be in
many cases, lacking in clarity and precision, and thus
giving rise to the controversial question of construction
Bearing in mnd the aforesaid general principles, let us now
exam ne the five questions formulated earlier

Coming to the first question, the contention of the
Conpani es, who were the petitioners before the H gh Court is
that wunder Article 31A(1)(b), a law providing for taking
over of the managenent of any property by the State for a
l[imted period, either in the public interest or in order to
secure the proper nmanagenent of the property, cannot be
assailed on the ground of violation of ‘Article 14 or 19 but
the inmpugned ordinance and the Act cannot be held to be a
law for providing for taking over of the managenment for a
l[imted period, even though, the sane nmay be in the public
interest and as such, such a law cannot be held to be imune
from attack being violative of Article 14 or 19 within the
ambit of Article 31A(1)(b) of the Constitution. Accordi ng
to the |earned counsel, appearing for these textile mlls,
the expression for a linted period as a definite
connotation and the inpugned |legislation being a law unti
the acquisition proceedi ngs are over, cannot be held to be a
law for a linmted period. This argunment found favour wth
the Hi gh Court and follow ng the decision of this Court in
Raman |als case, the H gh Court held that the legislation
in question cannot be held to be within the purview of
Article 31A(1)(b) of the Constitution. M. Salve, the
| earned Solicitor General, appearing for the Union of India
contended before us that it is the usual pattern of ~taking
over of such wundertaking to take over the managenent,
i mediately by a | aw nade by the appropriate |egislature and
since it was apparent at the time of enactment of the |aw
t hat the taking over of the managenent s pendi ng
national i sation which had been enbodied in the (|egislation
itself, such take-over of the nanagenent nust be held to be
for alimted period and the observations of this Court in
Raman |al, nust be construed in the context of the facts of
the said case and will have no application to the facts and
ci rcunst ances of the present case. According to the | earned
Solicitor GCeneral, the |legislature on being satisfied about
the financial instability of the mlls and further
substantial sum of npney required to be punped into the
mlls for running of the same, so that |arge nunber of
enpl oyees will not be kept out of enploynent, it was
necessary in the public interest to take over the managenent
i medi ately, inasmuch as the process of nationalisation wll
take sonetinme, the conclusionis irresistible that the
so-called taking over was for a limted period and not for
ad infinitum and is intended to over-conme a particular
crisis. That being the position, the High Court conmitted
error in recording a finding that the taking over of the
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managenent was not for a limted period.

M. Nariman, the |earned senior counsel, appearing
for one of the mlls, on the other hand contended that the
expression pending nationalisation, by no stretch of
i magi nati on can be held to be a definite period and this has
been answered directly in the case of The |Indore Malwa
United MIls Ltd. and Os. Vs. Union of India and Os.,
I ndian Law Reports(Del hi) 1974(1) Page 311, as well as the
H gh Court of Andhra Pradesh in Full Bench decision of The
CGoverning Body of the Rangaraya Medical College, Kakinada
and Anr. vs. The CGovt. of Andhra Pradesh and Anr., AIR
1977, Andhra Pradesh, Page 420, follow ng the decision of
this Court in Raman lal, 1969(1) S.C. R, 42. According to
M. Nari man, there is intrinsic evidence in the inpugned
Act itself that the so-called taking-over was not for a
l[imted period, asis apparent from exani ning Sections 3(3),
3(4), /3(6), Section6, Section 8 and Section 11(1) of the
Act . The Counsel further urged that the Act is in essence
one for ‘acquisition and not for taking over of managenent
for a limted period and consequently, the chall enge on the
ground of Article 14 and 19 will get attracted, as the |aw
does not cone within the purview of Article 31A(1)(b) of the
Consti tution. Article 31A was i ntroduced by the
Constitution (First Anmendrment)Act, 1951 to validate the
acquisition of Zamindari and the abolition of Pernanent
Settlement wthout interference fromCourts. The further
amendnment of the Constituti on was made by (Fourth Anendnent)
Act of 1955 with the object that items of ~ agrarian and
social welfare |legislation, which affect the proprietary
rights, should be kept out of the purviewof Articles 14, 19
and 31. Clause (b) of Article 31A(1l) provides for. taking
over the managenent of any property, novable or inmovable,
agricultural or non-agricultural ~ for a limted period
wi thout being obliged to justify its action in a Court of
law, with reference to Article 14 or 19. The necessary
conditions for application of sub-clause (b), therefore are
that the taking over in question nmust be for a Ilimted
period, as distinguished fromany indefinite period and such
taking over must be either in the public interest” or in
order to secure the proper managenent of the property, which
of course require to be objectively established. That the
facts and circunstances |eading to the taking over of the
managenent of the sick mlls undoubtedly indicated that the
same was in the public interest, but the only question
remains to be answered is whether it can be said to be for a
[imted period. In Ramanl al s case, 1969 (1) S.C.R, 42,
the provisions of Bonbay Tenancy and Agricul tural Lands Act
was under consideration before this Court. The said Act had
been anended by Bonbay Act 13 of 1956, which confers the
power on the State CGovernment to take over the managenent of
any land on the ground that full and efficient use of the
and had not been made for the purposes of agriculture and
under the Act, it was contenplated that the | and taken over
could be returned to the  and hol der under certain
contingencies. This Court considering the provisions of the
Act and the rules made thereunder, canme to the conclusion
that even though there may be a possibility of return of the
land to the original owner but that does not satisfy the
requi renment of Article 31A(1)(b), as the taking-over of the
managenent was not for a limted period. The Court held
that the schenme of the Act ought to have shown the limt of
the period for which the managenent is being taken over and
consequently, the protection of Article 31A(1)(b) cannot be
invoked as the limt for the period of managenent had not
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been indicated. Having exam ned the ratio of the aforesaid
decision to the case in hand, we are not in a position to
hold that the taken over of the nanagenent in the present

case was not for a limted period . The Act itself
stipulates that the nanagenment of the m |l is being taken
over pending nationalisation of the mll, therefore, the

decision to nationalise the mlls had already been taken

But as the process of nationalisation would take a
considerable period and it was thought absolutely necessary
in the public interest to take over the managenent of the
mlls inmmediately, the Parlianent passed the impugned

| egislation. In our considered opinion the context in which
the observati ons have been nmade by this Court in Raman lals
case, referred to supra, will have no application to the

case in hand and it must be construed that the nanagenent of
the property in the present case by virtue of the ordi nance
and the Act was for a limted period, the period being til

the process of nationalisationis finalised. It is to be
noticed that Sita RaemMIls, which was also one of the mlls
in category |Ill and had been put in Goup Il by the Task

Force, whose nanagenent ~had been taken over wunder the
provi si ons of Textile Undertakings (Taki ng over of
Management) Act, 1983 had approached the H gh Court and the
H gh Court had uphel'd the action of taking over but had held
that the surplus/lands appurtenant to the mlls would not
vest under sub-section (2) of Section 3 of the Act, but this
Court had reversed the said decisionand had held that the
surplus lands appurtenant to the mll did forma part of the
assets in relation to the textile undertaking wthin the
meaning of Section 3(2) of the ‘Act and the said |land was
held for the benefit of, and utilised for the textile mll
in question. Before this Court, it is true ‘that the
qguestion of applicability of Article 31A(1)(b) ‘had not
cropped up for consideration, but yet certain observations
of this Court in the aforesaid case would be appropriate to
be quot ed: -

There can be no doubt that the legislative intent and
object of the inmpugned Act was to secure the socialisation
of such surplus lands wth a viewto sustain the sick
textil e undertakings so that they could be properly utilised
by the Government for social good i.e. in resuscitating the
dying textile undertakings. Hence, a paradoxical situation
should have been avoided by adding a narrow and pedantic
construction of a provision |like sub- section(2) of Section
3 of the Act which provides for the consequences that ensue
upon the taking over in public interest of the nanagement of
a textile undertaking under sub-section(1l) thereof as a step
towards nationalisation of such undertakings, = which was
clearly against the national interest. In dealing wth
simlar legislation, this Court has al ways, adopted a broad
and |iberal approach.

VWhat has been observed above, while interpreting sub-
section (2) of Section 3, should be borne in mnd also while
interpreting the expression for a limted period used in
Article 31A(1)(b) and in our view the construction to the
aforesaid expression nmade by Delhi Hgh Court in its
Judgnent in The Indore Malwa United MIls Ltd. & O's. Vs.
Union of India and Os., |I.L.R (Delhi) 1974(1) 311, as well
as the Bonbay High Court in the inpugned judgnent, cannot be
accept ed. The Del hi H gh Court has no doubt in The |I|ndore
Malwa United MIIls case, considered the applicability of
Article 31A(1)(b) and held that taking over of t he
management, pendi ng nationalisation cannot be held to be for
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a limted period, since there is no question of returning
the property to the old nanagenent, but we are unable to
accept this view of Delhi H gh Court and we hold that the
views expressed therein are not correct in |aw Havi ng
regard to the conditions of these mlls at the tine of
taking over of the managenent and having regard to the
decision of the Union Cabinet on the basis of data and
materials to nationalise the mlls falling under category
[1l and the ultimte policy decision of the Governnent to
achieve the process of nationalisation in tw stages, first
by taking over the management of the textile undertakings
and thereafter, enact suitable legislation to nationalise
the sanme, the ultimate legislation for taking over the
managenent of the mlls passed by the Parlianent, cannot but
be held to be a law providing for taking over of the
managenment for a linmted period in public interest and as
such the said law comes within the purview of Article
31A(1) (b) of the Constitution. Once it is held that the |law
is one attracting Article 31A(1)(b) of the Constitution

then the validity of the said | aw cannot be assailed on the
ground of violation of Articles 14 and 19 of t he

Constitution. But since elaborate argunents had been
advanced, we woul d al so exam ne the other questions posed by
us.

So far as the second question is concerned, the entire
enphasi s of t he argunent s advanced on behal f of
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MI1lls persuaded the H gh Court and
the Hi gh Court in fact cane to the conclusion in paragraph
125 of the inpugned judgrment that the provisions of the Act
read with its objects and reasons and the preanble go to
show that in the context of things the term m snanagenent
has been used in the inmpugned Act not as indicating nere bad
or incompetent or poor rmanagenent as contended by the
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| ear ned counsel for the Union of India but meant
m smanagenment having an elenment of fraud or dishonesty.
Thereafter the Hi gh Court examined different affidavits and
materials and canme to the conclusion that the question of
management of the mlls had no where been di scussed or dealt
with either directly or indirectly and that the existence of
bad financial condition was in fact a general phenonena
during the said period anpbngst the Textile MIIls in Bonbay
and the sanme by itself anything nore could not have been an
i ndi cation of bad/inadequate managenent. |n paragraph 180
of the inpugned judgnent the H gh Court cane to the
conclusion that the CGovernnent, therefore, could not have,
for taking over the managenent of the said MIls, relied on
the said CATS for classifying the petitioners MIlls as
mlls whose financial condition was bad due to ms-
managenent . I n par agraph-203 of the inpugned judgnent the
| ear ned Judges canme to the ultinmate concl usion

In ‘our - view, therefore, all the ci rcunst ances
nentioned above by the |earned counsel for the Union of
India do not bring out either directly or inferentially any
nm s- managenent on the part of the petitioner conpany, but on
the contrary the fact that the said circunstances existed
even in case of some of CAT | and CAT II MIIls show that the
Governnment could not have considered the said circunstances
for concluding that the said Petitioners MIlls were
m snmanaged or their financial condition was whol | y
unsati sfactory by reason of such misnanagenent.

The |earned Judges then held that there was no nexus
between the nmain object or purpose of the Act to take over
the managenent of only those MIIs whose financial condition
before strike was wholly unsati sfactory by reason of
m s- managenent., and as such, the rights of the MIIs under
Article 14 of the Constitution has been violated. At the
outset it may be stated that the H gh Court commtted
serious error in recording a finding that the preanble and
other provisions of the Act go to show that in the context
of things the term ni s-nmanagenent has been used to mean
m s- managenent having an el ement of fraud or dishonesty.
We have exami ned the inmpugned Act carefully and we fail to
understand that how the High Court could conme to a
conclusion that the expression m s-nmanagenent has been
used to indicate an el enent of fraud and dis-honesty whereas
in fact neither the provisions of the Act nor the object or
preanbl e have indicated any such intention.  Wile exam ning
a particular statute for finding out the |egislative intent
it is the attitude of judges in arriving at a solution by
striking a balance between the letter and spirit of the
statute wi thout acknow edging that they have in ~any way

suppl enent the statute would be the proper criteria. The
duty of judges is to expound and not to legislate is a
fundanental rule. There is no doubt a marginal area in

which the courts mould or creatively interpret |egislation
and they are thus finishers, refiners and polishers  of
| egi sl ati on which cones to themin a state requiring varying
degrees of further processing. (see: Corocraft Ltd. VS.
Pan American Airways Inc. (1968) 3 WR 714, p.732, State of
Haryana vs. Sampuran Singh 1975 (2) SCC 810). But by no
stretch of imagination a Judge is entitled to add sonethi ng
nore than what is there in the Statute by way of a supposed
intention of the legislature. It is, therefore, a cardina
principle of construction of statute that the true or |ega
nmeaning of an enactrment is derived by considering the
meani ng of the words used in the enactnent in the light of
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any discernible purpose or object which conprehends the
m schief and its renedy to which the enactrment is directed.
Applying the aforesaid principle we really fail to
understand as to how the | earned judges of Bombay H gh Court
could cone to a conclusion that the nismanagenment nust
necessarily nean an element of fraud or dishonesty. Courts
are not entitled to usurp legislative function wunder the
di sgui se of interpretation and they nust avoid the danger of
determining the nmeaning of a provision based on their own
preconcei ved notions of ideological structure or schenme into
which the provision to be interpreted is sonehow fitted.
Caution is all the nore necessary in dealing with a
| egislation enacted to give effect to policies that are
subject to bitter public and parlianmentary controversy for
in controversial matters there is roomfor differences of
opinion as to what is expedient, what is just and what is
nmorally justifiable; it is the Parlianents opinion in

these matters that is paramount. (see; Duport Steels Ltd.
VS. Sirs, (1980) 1 All ER 529 at 541. Wen the question
arises as to the neaning of a certain provision in a Statute
it is not only legitimte but proper to read that provision
inits context. The context means; the statute as a whole,
the previous state of |law, other statutes in pari materia,
the general scope of the statute and the mschief that it
was intended to renmedy. An Act consists .of a long title
which precedes the preanble and the said long title is a
part of an Act itself and is admi ssible as-an aid to its
construction. It has been held in several cases that a |ong
title along with preanble or evenin its absence is a good
guide regarding the object, scope or purpose of the Act
whereas the preanbl e being only an abbreviation for purposes
of reference is not a useful aid to construction. The
preanble of an Act, no doubt can also be read along wth
other provisions of the Act to find out the meaning of the
words in enacting provisions to decide whether they are
cl ear or anbiguous but the preanble in itself not being an
enacting provision is not of the sane weight as an aid to
construction of a Section of the Act as are other  rel evant

enacting words to be found el sewhere in the  Act. The
utility of the preanble dimnishes on a conclusion as to
clarity of enacting provisions. It is therefore said that

the preanmble is not to influence the neaning otherw se
ascribable to the enacting parts unless there “is a
conpelling reason for it. |If in an Act the preanble is
general or brief statenent of the main purpose, it may well
be of little value. Midhol kar, J. had observed in Burakar
Coal Co. Ltd. wvs. Union of India - AIR 1961 SC 954, It

is one of the cardinal principles of construction that where
the language of an Act is clear, the preanble nust be
di sregarded t hough, where the object nmeaning of an enact nent
is not clear the preanble nay be resorted to explain it.
Again where very general |anguage is used in an enactnent
which, it is <clear nmust be intended to have a Ilimted
application, the preanble my be used to indicate to  what
particular instances, the enactnent is intended to apply.
We cannot, therefore, start with the preanble for construing
the provisions of an Act, though we could be justified in
resorting to it nay we will be required to do so if we find
that the | anguage used by Parlianment is anbiguous or is too
general though in point of fact Parliament intended that it
should have a limted application. 1In Coal Bearing Areas
(Acquisition and Devel opnment) Act 1957 the Court was
construing a Notification issued under Section 4(1) of the
said Act and as in the present case the preanble of that Act
was to the effect An Act to establish in the econonic
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interest of |India greater public control over the coa
mning industry and its developnent by providing for the
acquisition by the State of unworked land containing or
likely to contain coal deposits or of right in or over such
land, for the extinguishment or nodification of such rights
accruing by virtue of any agreenment, |ease |icense or
otherwise, and for natters connected therewith. Repelling
an argunent advanced on behalf of the Mne owners that the
Act intended to apply only to virgin land and not on the
and which are being worked or were worked in the past
because of the wuse of the words unworked land in the
preanble, this Court held that the | anguage of the enacting
provisions was clear and therefore not controlled by the
pr eanbl e. (see; Burrakur Coal Co. Vs. Union of India
AR 1961 SC 954 at p. 957). This being the position, and
the Textile Undertakings Taking Over of the Management Act,
1983, being an Act providing for taking over in the public
interest of the Management of Textile Undertakings of the
Conpani es speci fied in the First Schedul e pendi ng
nati onali'sation of such wundertakings and for matters
connected  therewith or incidental thereto as is apparent
from the long title, use of the expression m s-nmanagenment

of the affairs in the preanble will not control the purpose
of the Act, nanely, the public interest and the Parlianent
having decided to take over the managenent of the Textile
MIlls which were in serious financial crisis, in the public
interest it was not open for the Court ‘to conme to a
conclusion by taking recourse to the use of the word
m s- managenent in the preanble to hold that the Parlianent
intended only to take those M| I's whose financial condition
was depl orabl e on account of m smanagenent and not in case
of those mlls where the financial® condition may be
depl orabl e but not on account of mis-managenent.

M. R F. Nari man, |earned senior counsel had strongly
relied wupon the decision of this/Court in Madras Race Cub
case 1996 (2) Suprene Court Cases, 226, whereunder the
Court struck down the provisions. of Madras  Race dub
(Acquisition and Transfer of Undertakings) Act, 1986, on a
concl usion that the declaration made in the Act that the Act
was nade to inplement Article 39 (b) & (c) was a nere cl oak
and there was no nexus between the Act and the objects
contained in Article 39 (b) & (c), and as such the Act is
arbitrary. But a reading of the aforesaid case would make
it clear that the facts and features of ‘that case were
conpletely different from the facts and features of the
present case. |In the Madras case the objects and reasons,
as indicated in the Act, was that the acquisitionis for a
public purpose but in fact there was no naterial to show
that any inquiry or investigation had been held by the State
Government in the affairs of the Cub and the Court held
that no public purpose is being served by the acquisition
and transfer of the wundertaking of the Cub by the
Government. But in the case in hand, as has been noticed by
this Court in SitaramMI|I|s Case, the Government had before
it several viability surveys made by different authorities
i ke, Ahmedabad Textile Industries Research Association
Textile Comnm ssioner Ofice, SR Batliboi and Conpany and an
i ndependent survey by the IDBI itself. These surveys had
been directed in ascertaining whether conpanies textile
undert aki ng was a techno economcally viable unit or not and
whether it was desirable to provide the conpany wth the
wor ki ng capital. The Governnment in the Mnistry of Commerce
had constituted a Task Force to look into the affairs of the
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Category 11l strike affected mlls. On the basis of al

these infornations it was decided as a matter of policy that
it was desirable to achieve the process of nationalisation

initially by taking over the management of the nills and
thereafter by enacting suitable legislation to nationalise
the same. The objects and reasons of the Act unequivocally
i ndicated that the basic decision of nationalisation having
been taken a genuine apprehension having arisen in the
Gover nment s mnd that unless the nanagenent of the

concerned undertakings was taken over on imediate basis,
there mght be large scale flittering away of assets which
would be detrinental to the public interest and it thus
became urgently necessary for Governnment to take over the

managenent of the undertakings in the public interest. In
this state of affairs, we have no doubt in our nmind that the
decision in Madras Race Club case will have no application

to the case in hand.

In ‘our considered opinion the i npugned Act read as a
whol e unequi vocally indicates that the Parlianment was
satisfied that the nmanagenment of the Textile Undertakings
specified in the First Schedule should be taken over pending
national i sation of such undertakings, and therefore, passed
the i nmpugned Act in public interest.

So far as third question is concerned, we think it
appropriate to discuss the sane alongwith Fifth question as
they are inter-linked. 1In the case in hand the H gh Court
appears to have exanmined in detail the functioning of each
of these three mlls which had filed Wit Petition before
it, for ascertaining whether the financial conditions of
those nills had deteriorated because of the strike or on
account of nmis- nanagenent and on scrutiny of different
materials came to hold that the Union Government has failed
to establish the case of m s-managenment which in turn would
mean a case of fraud and di shonesty on the part of those who
were in managenment of the mlls. ( W have al ready indicated
that the |legislature nowhere expressed that ‘fraud or
di shonesty on the part of those who were in nanagenent of
the mlls had brought the mills to the acute financia
crisis. That apart, when an Act has been nmade by the
Parliament as the Parlianment thought the taking over of the
managenent of the 13 Textile Mlls pendi ng t heir
nationalisation would be in the public interest, it was not
open for a Court in exercise of its power of judicial review
to have in depth examnation of different facts and
ci rcunmstances and record a conclusion, as has been done in
the case in hand by the H gh Court concerned. It is of
course true, as held by this Court in the case of ~ Indra
Sawhney vs. Union of India and Ohers (2000) 1 Suprene
Court Cases 168, that the legislative declaration of  facts
are not beyond judicial scrutiny in the constitutiona
context of Articles 14 and 16. In Keshwanand Bhartis case
this Court had al so observed that the Courts could lift the
veil and examne the position inspite of a |egislative
decl arati on. In Indra Sawhneys case (supra) the Court was
exam ning whether the Appropriate Authorities have rightly
determ ned the persons to be included in the creany |ayer or
whet her such determ nation has been arbitrarily made. These
principles wll have no application to a |l egislation of the
present nature where the Parlianent itself had already taken
a decision to nationalise the Textile MIls which had
undergone severe financial crisis and such mlls could not
be re-started without punping in |arge anpunt of noney from
the public exchequer and, therefore, the legislation in
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guesti on was passed to take over the managenent of the mlls
i Mmediately as such take over was in the public interest.
The argunent advanced on behalf of the mlls and the
m croscopi c exam nation of datas by the Court for arriving
at a conclusion as to the alleged violation of Article 14 of
the Constitution is not permssible and will not override
the legislative intent behind taking over of managenment of
the mlls in the larger public interest. The conclusion of
the High Court on the basis of the IDBI Viability Study
Report, the Task Force Report, approval of the Centra

CGovernment to the posting of a Managing Director and the
sanction of loan by the financial institution by no stretch
of immgination could out-weigh the conclusion of the
legislature that the Act is intended to provide for the
taki ng over of the nanagenent of the Textile Undertakings of
the Conpanies specified inthe First Schedule, pending
nationalisation in the public.interest. W are unable to
agree with the argunments advanced on behal f of the counse

appearing for the respondents that by picking up the three
mlls who had approached the H gh Court and cl ubbing them
together —with other mlls in the Fist Schedule t he
CGovernment did not have germane considerations before it, in
fact it is not the Executive Government but the Parlianent
itself had chosen  to take over the managenent of the 13
mlls included in the First Schedule to the inpugned Act and
for that purpose the inpugned |egislation was enacted and
the managenment of the mlls could be taken over by operation
of law. As has been'indicated in the judgnment of this Court
in the case of National Textile Corpn. Ltd. = vs. Si taram
MIlls Ltd. and others. 1986 (Suppl .) Supreme Court Cases

117, that the Textile MIls and the Textile -Industry in
I ndia has played an inportant role in the growth of nationa

econorny. Its inportance in the industrial field is because
of the fact that it produces an essential comvdity and the
export of such comodity helpsin building up the foreign
exchange reserve of the country, sinultaneously the industry
gives enploynment to a |arge nunber of persons. It is
because of this consideration the Governnent has al'ways been
conscious that it is necessary to preserve such mlls and

assist them by granting necessary financial |oans and
advances from public financial institutions so that mlls
will not be close down but in the year 1983 because of  an
indefinite strike the financial condi tion was not
sati sfactory on account of |ack of proper managenent. This
Court had indicated that as the overall economc factors
applicable to all Textile MIls in Gater Bonbay were

broadly and generally conparable the worker position of
mlls in question was attributable to ms- managenent. _This
Court had al so taken note of the fact that the Governnment of
India was required to evolve a schene to put the Textile
Industries on its rail and therefore after getting the
matter investigated by committee and after reconmending that
IDBI  and Nationalised Bank should finance and put through
expeditiously, the re-habilitation programre and having
accepted the categorisation nade in the neeting called by
the Reserve Bank of India on Cctober 29, 1982, and having
realised that none of the 13 mills in Category IIl could be
expected to survive on a sound basis wthout financia
assistance fromthe Government controlled Institutions and
Nati onali sed Banks and thereafter obtaining a detailed
Viability Report fromthe IDBI and the Task Force, which was
constituted by the Mnistry of Comerce the Governnent
decided that the MIIs in question should be re-habilitated
by injecting public funds but since the managenment of the
mlls has been defective, in as nmuch as had there been no
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m s-managenent the mlls would not be found thenselves in
the conditions in which they were even before the genera

strike. As the matter of policy it was desirable to achieve
the process of nationalisation in two stages (1) taking over
of the management and (2) thereafter suitable legislation to
nantionalise the same and the taking over of managenent was
with a viewto inplenment the decision of nationalisation

W have refrained from going into the details of the
financial position of different mlls which filed the Wit
Petition in Bonmbay High Court in as much as the financia

condition was such that it could not have revived without
punping in of large scale of noney either from financia

institutions or fromthe I'DBI. The fact that in sone of the
Reports indicating viability of the mills on large scale
noney being punped in would not in any way affect the
ul ti mate concl usion of the Parliament in providing for a | aw
to take over in  the public interest the managenment of
Textil e Undertakings of the Conpanies specified in the First
Schedul e, / as the danger of punping in of |arge sumfromthe
public " exchequer wi thout taking over the managenent of the
mlls would not have been a prudent action. As has been
stated earlier, and as is apparent fromthe long title of
the Act itself, that the decision to nationalise the mlls
had already been taken, but pending nationalisation the 13
mlls in question including the mlls of the three
petitioners who filed Wit Petition Bonbay H gh Court the
managenment was taken over by the inpugned legislation as
otherwise there was inminent danger to the finance to be
punped in to the for its revival and revival was necessary
to provide enploynent to the l'arge nunmber of mll workers.
In the aforesaid prem ses, we have no hesitation to cone to
a conclusion on the materials on record the  Parlianentary
action in legislating the law and taking over of the
managenent of all the 13 mills included in the  First
Schedule to the Act cannot be held to be discrimnatory nor
the Hi gh Court was justified in recording a concl usi on about
the true intention of the legislation that it is only the

m s- managed mills whose financi al condi tion had
deteriorated, the managenent of those to be taken over and
not others. On the other hand the sharp deterioration in

the financial position lead to an irresistible ~conclusion
that it was because of m s- nmanagenent and nothing el se and
that is why in the preanble of the Act the |egislature have
indicated that the affairs of the Textile Undertakings
specified in the First Schedul e on account of n s-nanagenent
have become wholly unsatisfactory. In other words while the
Act of taking over of the managenent of the mlls was in the
public interest, the inference of m s-managenent was the
inference of the Parlianment duly arrived at fromthe /fact
that the financial condition of the mlls had becone wholly
unsati sfactory even before the commencenent in January 1982
and such financial condition has further deteriorated
thereafter. This inference of the Parlianment is not subject
to a mathematical judicial scrutiny and the way in which the
Hi gh Court has gone into this question in the inpugned
judgrment is certainly not within the para neters of the
power of H gh Court under Article 226 of the Constitution

In our viewthe H gh Court was wholly in error in striking
down the taking over of the three petitioners mlls before
it on a supposed violation of Article 14 of the
Constitution.

So far as the fifth question is concerned, though it
is no doubt true that the Court would be justified to sone
extent in examining the materials for finding out the true
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legislative intent, engrafted in a Statute, but the sane
woul d be done only, when the Statute itself is ambi guous or
a particular nmeaning given to a particular provision of the
Statute, it would nake the Statute unworkable or the very
purpose of enacting the Statute would get frustrated. But
by no stretch of imagination, it would be open for a Court
to expand even the |l anguage used in the preanble to extract
the neaning of the Statute or to find out the Ilatent
intention of the legislature in enacting the Statute. As
has been stated earlier, in the case in hand, the Taking
over of Managenent Statute of 1983, had been engrafted in
the public interest as the legislature found that there is
inperative need to take over of the nmanagenent of the
conpani es until the process of nationalisation is finalised.
This is apparent fromthe long title of the Act itself and
the preanble also indicates that to nake the mills viable,
it would be necessary for the public financial institutions
to invest very large sumof noney, so that the mlls will be
rehabilitated and “the interest of the worknmen, enployed
therein ‘woul d be protected. ~ The preanble further indicates
that the process of acquisition wuld take a | onger tinme and
to enable the Central Governnment to invest large sum of
noney, it was necessary in the public interest to take over
the nmanagenent of the undertakings. Thus, the taking over
of the managenent 'of the mlls was in the public interest,
the said public interest being to rehabilitate the mlls by
punping in, huge sunms of public noney to protect the
interest of the workers in the nmills.~ The High Court in the
i mpugned judgnent, however gave-a restricted meaning to the
pur pose of the act by interpreting the expr essi on
M smanagenent used in the first preanble to connote fraud

and dis-honesty, and in our considered opinion, ‘the High
Court was wholly unjustified in going behind the apparent
legislative intention as already statedand in coning to a
concl usi on whi ch cannot be sustained either on the materials
on record or applying the rules of interpretation of a
Statute. The said conclusion of the Hi gh Court as to the
spirit behind the Statute, therefore, cannot be sustained.

Apart from answering the five points, formulated by
us, we may al so deal with sone other ancillary points, which
have been raised in course of argunents. M. R F. Narinman
had argued on the basis of Article 300A of the constitution
and relied wupon the judgnment of this Court in Dwarkadas
Shrinivas of Bomay vs. The Shol apur Spinning & Waving Co.
Ltd. and Os. 1954, S.C R 674, but we find from the
i mpugned judgment that the said contention had not been
pressed before the High Court and, therefore, we are not
called upon to examine the contention to find out whether
the Act can be held to be reasonable and fair. That apart,
the inpugned Act nerely takes over the managenent - of the
property by a legislation permtted under Article 31A(1)(b)
of the Constitution. This being the position, Article 300A
wi Il have no application

M. Nariman also had raised a contention that the
very fact that the other provisions, available wunder the
Conpani es Act or under Industrial Devel opnent and Regul ation
Act had not been adhered to and a drastic step had been
taken by imediately taking over of the nanagenment of the
mlls, would constitute an infraction of Article 19(1)(9)
and in support of the said contention, reliance has been
placed on the decision of this Court in the case of Mohd.
Faruk vs. State of Madhya Pradesh and Ors., 1970(1) S.C. R
156. In the aforesaid case, the Court was considering the
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validity of the notification issued by the Government of
Madhya Pradesh in canceling the confirmation of the bye-Ilaws
made by Jabal pur Municipality, in so far as the bye-laws
relate to slaughter of bulls and bull ocks. This Court had
observed that the Court in considering the validity of the
i mpugned | aw i nposing a prohibition on the carrying on of a
busi ness or profession, attenpt an evaluation of its direct
and imediate inpact upon the fundanental rights of the
citizens affected thereby and the larger public interest
sought to be ensured in the light of the object sought to be
achi eved, the necessity to restrict the citizens freedom
the inherent pernicious nature of the act prohibited or its
capacity or tendency to be harnful to the general public,
the possibility of achieving the object by inposing a |ess
drastic restraint, and in. the absence of exceptiona
situations such as the prevalence of a state of energency
nati onal or local = or the necessity to maintain essentia
supplies,  or the necessity to stop activities inherently
dangerous, the existence of a machinery to satisfy the
adm ni strative authority that no.case for inmposing the
restriction is nade out or that a less drastic restriction
may ensure the object intended to be achieved. It is these
observations on which M.~ RF. Nariman strongly relied
upon , since in the casein hand, the appropriate Governnent
did not take any action wunder the /provisions of the
Conpanies Act, nor  there had been any investigation as
provided under Section 15 and 15A " of the Industria
Devel opnent and Regul ati on Act, according to M. Nar i man
obvi ously, those provisions areless drastic in nature than
the inpugned Act and in fact, there was no urgent necessity
for enacting a law and taking a drastic neasure of taking
over the managenent of the mlls. W are unable to accept
this contention, since we have already di scussed the public
i nterest involved and how the Parliament thought of taking
over the managenent of the mills w thout which, it would not
be feasible to punp in, large sums-of noney fromthe public
exchequer and leave the nanagenment with the erstwhile
managers for whose m snanagenent, the nills woul d'not’' have
been in the situation in which the |aw was enacted. The
decision to take over the nanagenment of the mlls with a
view to inplement the decision to nationalise the mlls
being the basis for enactnent of the Taking Over of the
Managenent of the MIIls Act, question of taking recourse to
the renedi es avail abl e under the Conpani es Act or Industries
Devel opnent and Regulation Act really do not arise and on
that score it cannot be said that there has been a violation
of Article 19(1)(g9). Applying the observations of this
Court in Dwarka Das, in fact a somewhat simlar contention
had been noticed in Sitaram M |I|s case in paragraph 14 of
the judgnent. W are, therefore, wunable to persuade
ourselves to accept the contention that the very fact that
CGovernment did not proceed with the renedi es avail abl'e under
other Act and proceeded to enact a legislation for taking
over of the management of the MIIs would constitute an
infraction of Article 19 (1)(g) of the Constitution. W nay
reiterate that we are examining the enactnment of a law by
the Parlianment itself and the wi sdomof the Parliament in
taking a decision to take over the nanagement of the mlls
in the larger public interest and not an executive deci sion
of the Governnent which could have taken recourse to some
other renedial neasure provided under the I ndustries
Devel opnent and Regulation Act or the Conpanies Act. | f
Parliament decides to enact a lawfor taking over the
managenent of the Textile MIIls, pending conpletion of the
process of nationalisation, on a genui ne apprehension that
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there mght be a large scale flittering away of assets if
the nmanagenent is not taken over and that would be grossly
detrinmental to the public interest it would not be open for
the Court to exam ne the question whether other renedies
could have been taken and not being taken there has been an
infraction of Article 19(1)(g). In the aforesaid prem ses,
we have no hesitation in coming to the conclusion that the
H gh Court was in error to hold that there has been an
infraction of Article 19(1)(g) in the case in hand.

In view of our conclusions, as aforesaid, we do not
propose to exam ne the contention of the | earned Solicitor
General, wth regard to the applicability of Article 31C of
the Constitution, which he had raised in course of his
argunents. In the premises, these appeals are allowed. The
i mpugned judgnent of the Bonbay High Court is set aside and
the wit petitions, filed before the Hgh Court stand
di sm ssed

During the pendency of these appeals this Court had
passed sone interim orders with regard to possession of
certain land and other assets-as well as with regard to cars

and tel ephone connections. In view of our decision setting
asi de the inmpugned judgnent of Bonbay H gh Court and in view
of Section 3(2) of the Act all interimorders would stand

vacat ed. But the El phinstone Spinning & Weaving MIIls in
its Wit Petition No. 2401 of 1983 having nade a specific
case that notwi thstanding the Act being valid and the
managenent of the mlls can be taken over and its properties
and assets vest with the Central Governnent under Section
3(2) of +the Act, but there are certain other assets which
cannot be held to forma part of the assets of Elphinstone
Spinning and Waving MII| and, therefore, cannot be taken
over, the Hi gh Court has not considered this question as the
Act itself was struck down but it would be nmeet and proper
for the High Court now to consider the sane, bearing in mnd
the law laid down by this Court in Sitaram MIll's case

interpreting the provisions of Section 3(2) of the Act on
the materials to be produced by the parties. Be it /stated
that wuntil a decision is given by the H gh Court ~on this
score, by virtue of operation of lawall the assets would
stand vested and such vesting would be subject to a fina

decision of the Hgh Court in respect of any of  these
so-call ed assets which the petitioner establishes not to be
an asset of El phinstone MIIl notw thstanding  the w der
nmeani ng given to Section 3(2) in Sitaram M|l s case.

(G B. PATTANAI K)




