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ACT:
I ndustri al Di sput e- - Fi xation of ceiling on D.

A. --Principles.

HEADNOTE
The appellant-conpany wanted to introduce the follow.ng
scheme of D.A for its clerical staff and drivers.

Basi ¢ Pay sl abs. Per cent age of Variation-for
basi ¢ sal ary every 10 points
(C.P. 1. 441-450) of C P.1.
1st Rs. 100 120 5%
2nd Rs. 100 40 2%
Rs. 201 to Rs. 500 30 1%
Over Rs. 500 25

Placing the ceiling of Rs. 325 on the D A was not
acceptable to the enpl oyees and a reference was made to the
Industrial Tribunal and the Tribunal renoved the ceiling.

In appeal to this Court,

HELD:

VWiile the question of the desirability of ceiling on D A
was not in issue in any references to Tribunals of appeals
therefrom referred to by the parties, the question of
imposing a ceiling on D. A is not an absolutely alien
phenomenon. Al'though it mght not have been the genera
practice, ceiling was not rejected out of hand as irrationa
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or unjust by unions in the course .of collective bargaining
in the Bonbay region, in which the head-office of the
appellant is situated. In the case of the enpl oyees under
the Central Government also a kind of ceiling has been in
vogue. [461F. G, 462A]

(1) The problemof inmposing or renoving a ceiling on D. A
has to be viewed fromthe follow ng anong other inportant

aspects :

(1) Condition of the wage scale prevalent in

t he company.

(2) Condition of the wage |evel prevalent in

the industry and the region

(3) The wage packet as a whole of each

earner in the conpany with all aneni

ties and

benefits and his ability and potency to cope

with the” economic requirements of daily

exi stence consistent with his status in

soci ety, responsibilities, efficiency at work

and i ndustrial peace.

(4) The position of the conmpany viewed in

relation to other conparable concerns in the

i ndustry and the region.

(5) Perenpti ve necessity for ful

neutralisation of the cost of living at the

rock-bottom of wages scale if at, or just

above, the subsistence level.

454

(6) The rate of neutralisation which is

being given to the enployees in each salary

sl ab.

(7) Avoi dance of huge-distortion of wage

differentials taking “into reckoni ng al

persons enpl oyed in the concern

(8) Degree of sacrifice necessary even on

the part of workers in general interest.

(9) The conpul sive necessity of /securing

soci al and distributive justice to the

wor knen.

(10) Capacity of the conmpany to bear the

addi ti onal burden.

(11) Interest of national econony.

(12) Repercussions on other industries and

soci ety as a whol e.

(13) The state of the consumer price |Index at

the time of the decision

(14) Forebodings and possibilities in the

foreseeabl e future as far as can be envi saged.

(15) Price indices have now assuned nehacing

figures. Any probl emregardi ng wage or D. A has

to be considered in that background - and at

the same tinme not |osing sight of the nationa

econorny. [466E-H, 467A-C
I1. The renmoval of ceiling in the instant case is not
justified even though, on the. appellant conpany is a
prosperous conpany Wwth capacity to bear the additiona
financial burden if the ceiling is renoved, and (ii) the
consunmer ,rice index has been soaring higher and higher
because : [465A-B, 467D

(a) The unprecedented rise in the consuner

price index produces steep rise in D. A [458H]

(b) The absence of ceiling on D.A. can thus

result in curious anomal ous situations wherein

the pay packet of the clerical staff would

exceed the pay packet of junior executives
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whi ch woul d hardly be conducive to discipline,
efficiency and effective exercise of control
[ 463- GA]
(c) Al though the appellant enmploys a tota
of 1142 workmen in its various factories and
branches, the dispute relates to only 265
workers in the head-office. A general problem
like inposition of ceiling on DA in a
conpany cannot be treated on the statistica
burden relevant only to a section of the
enpl oyees. [463C E]
111. D.A. being intimately connected with the cost of
living, the matter cannot be judged by the test submitted by
the worknen, nanely, that there cannot be a ceiling on D. A
unl ess there is a ceiling on profits. [467-F]
IV. Also, in dealing ' ,wth the problemof ceiling on D A,
the Tribunal’'s view that there should not be a ceiling on
D.A. unless the conpany would be required to close down if
the ceiling is renoved, is not correct. [465-H]

V. At what particular anmount there should be a ceiling on
DA is a mtter which will have to be gone into by the
Tri bunal . But so far as the | owest paid enployees at or

just above subsistence level are concerned, they are
entitled to 100 per cent or at any rate 95 per cent
neutralisation of/ the rise in cost of living, and hence,
there should be no ceiling on D.A. payable to enployees
within the slab of first Rs. 100/- unless it can be shown by
t he management that the rate of neutrailsation.in their case
is nore than 100per cent. The manner in which the ceiling
may be inposed, that is, at a certain anbunt as the outside
limt of the D.A or by reference to the quantum of D. A
payable at a certain wage |level, or in any other ' manner,
woul d al so

455
have to be decided by the Tribunal in the exercise of its
judicial discretion The Tribunal wll have to perform this

delicate task by striking a balance the weightage to be
given to any principle being variable according to the
condi tions-and keeping in view the dom nant principle of
doi ng social justice. [467DE, CH, 468A-(

JUDGVMVENT:

ClVIL APPELLATE JURISDICTION : Civil Appeal Nos. 734 & 735
of 1973.

Appeal by special |eave fromthe Award dated the 24th
January, 1973 of the Industrial Tribunal, Bonbay in Ref.
Nos. (IT) 149 of 1966 & (I T) No. 257 of 1966.

A K. Sen, I. N Shroff, DD G Shroff, M S. Gagrat’ & F
D. Dal mania, for the appellant.

R J. Mehta, for the respondent

A K. @upta, for the, applicant/intervener (Killick ‘N xon
Enpl oyees’ Uni on)

D. C. Shroff, O P. Mathur, K J. John, F. K Kaka -and

J. .B. Dadachanji, for the applicant/intervener (Cynamd
India Ltd.)

G B. Pai, S. V. Gupte, O C Mathur, K J. John, A G
Meneses and J. B. Dadachanji, for the applicant/intervener

(Voltas Ltd.).

Janardan Sharma and Jitendra Sharma, and K. T. Sule, for the
applicant/intervener (Cynam d Enpl oyees’ Uni on)

Janar dan Shar ma and Jitendra Shar na, for t he
applicant/inter-vener

The Judgrment of the Voltas & Vol Kart Enpl oyees Union court
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was del ivered by

CGoswam , J.-The only question with which we are concerned in
these appeal s by special |leave is: Should there be a ceiling
on dearness allowance in this case ?

On My 11, 1966, the enployers gave a notice of change for
placing a ceiling on dearness allowance (for brevity D A)
already in vogue at the figure of Rs. 325/-. Since this was
not acceptable to the wunion, both sides agreed for a
reference to the Industrial Tribunal, Miharashtra. By the
i mpugned order of January 24, 1973, the Tribunal renoved the
ceiling and hence this appeal

"Mere was al so another demand with regard to the D.A for
drivers on the sanme basis as that for clerical staff. The
Tribunal following this Court’s decisions in Bengal Chem ca
& Pharnmaceuticals Wrksv. Its Wrknen(1l) and Greaves Cotton
and Co. and O hers v. Their Workmen (2) allowed the wunion’s
claimfor the two categories to be treated on equal footing.
This Court held in-the above decisions that enployees
getting the same wages should get the same D. A irrespective
of whether they are working as clerks or as nenbers of
subordinate staff or as factory workmen. This part of the
award is, therefore, rightly not challenged before us.

(1) [1969] 2 S. C R 113,

(2) [1964] 5 S.C R 362

10 SC/ 75-30

456

The reference was made in June 1966.  There was an earlier
award in the reference. At the instance of the managenent,
the Hi gh Court set it aside and remanded the above two itens
of dispute alone for disposal.  The Tribunal had in the
earlier award rejected all other <clainms of the union
i ncluding that of revision of wage scale.

The only point that survives, therefore, is with regard to
the ceiling on D.A. Wen the reference was nmade in June 1966
the cost of living index for ~Bombay city was 626. At  the
time of the inpugned award in January 1973 it rose to 906
and in Decenber 1974 it reached 1336 mark

Various expert comittees and commi ssions have dealt’ with
the question of wages and D.A. fromtime to timne. Dear ness
"all owance as such is not known in foreign countries wth
the exception of Ceylon and Pakistan. Wenever there is any
significant rise in the cost of living in foreign countries
there is a revision of wage rather than paynent of any D. A
as such. D.A iniIndiais arelic of the First Wrld War to
cope with the rise of cost of living although then in the
shape of ad hoc paynments not |inked to any  consumer price
i ndex. During the Second Wrld War it was introduced in the
form of a Gain Conpensation Allowance to conpensate. the
hardship of the enployees for the rise in_  prices of
foodgrains. So far as the Central Government enpl oyees were
concer ned, the Governnent constituted the First Pay
Conmission in 1947 to exanmine the wage structure. The
CGovernment of India also set up a Cormittee on Fair  Wages
and the report was submitted in June 1949. A Second Pay
Conmi ssion was al so constituted by the Governnent in 1959.
The Governnent of India in August 1964 constituted a One-nman
| ndependent Body to enquire into the question of D A
payable to the Central Government enpl oyees and the report
was submtted in January 1965 by Shri S. K. Das. In July
1966, the Government of |ndia appointed a Dearness All owance
Conmi ssion presided over by Shri P. B. Gaj endragadkar. The
Conmi ssion exanmi ned the principles which should govern the
grant of D. A to Central Covernment enployees in future and
was also required to reviewthe fornula for the grant of
D.A. as recomended by the Second Pay Commission and to
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recomend, changes. if any. In Decenber 1966, the
CGovernment of India set up a National Conm ssion on Labour
presided over by Shri P. B. Gajendragadkar with exhaustive
terns of reference and the Commi ssion subnmitted its report
on August 28, 1969. Then in sequence cane the report of the
Third Pay Commi ssion in 1973. The parties have extensively
gquoted fromthe above reports during argunents.
Hi storically and by the industrial texts and al so
observations of various comm ssions and commttees, D A was
regarded as "applicable to those enpl oyees whose salaries
are at the subsistence level or little above it............
in order to enable themto face the increasing dearness of
essential commpdities". . (See Gaj endragadkar Comm ssion on
Dear ness Al |l owance, My, 1967).
Li ke all changes in life and.in continuous march in progress
of society the concept of D A also may change to take in a
wi der range
457
of comodities and services to nmake life worth living as far
as practicable subject to conpelling limtations of genera
interest. W recognise that the old definition of D.A nmay
not even serve the climate of new aspirations of various
cl asses of enployees of this vast country. Luxuries of
Yesterdav may be the conforts of to-day and necessities of
tomorrow. Economi ¢ solutions must reckon the turnabouts in
soci al urges. Because even the worm~ turns. I ndustria
adj udi cation which has not the linitations of the ordinary,
courts has to respond to the needs of changi ng society and
it may be possible to w den the scope of D.A if that serves
the cause of general welfare.~ There may be no inexorable
rul e tying down econom c existence to definitions of bygone
days, if unsuitable or irrelevant in the context " of the
times.
The National Commi ssion on Labour (1969) while dealing wth
D. A. observed

"We consider that payment of D.A. has to be

vi ewed in broader context of wage pol

cy, many
el enents of which have been discussed in the
previous chapter. I'n a_developing ~econony
where price stabilisation has proved ineffec-
tive, or the inflationary potential cannot  be
controlled, any arrangenment for conpensating
for pricerise will have its raisin d etre
At the sanme tinme, a direct linkage between a
rise in the index and the D. A rmay create
problems for price stabilisation: It can
hardly be disputed that the index is the . best
avai |l abl e indi cator of changes of price level.
The reason for a disproportionately high' D.A.
is the fixation of basic wage on a “date far
renote fromthe present”. (Para, 16,39, page
240) .
The Conmi ssion further observed
"It is obvious that unless nobney wages rise as
fast as the consuner prices, it would result
in an erosion of real wages. But the extent
of its inpact will depend on the nargin of
cushion available at different |levels of

income......... We accordingly recommend that
95 per cent neutralisation should be granted
against rise in cost of |living to those
dr awi ng m ni mum  wage in non- schedul ed

enpl oyments". (para 16.47, page 242).
The Third Pay Commission in its InterimReport made sone
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significant observations :
"W need hardly enphasise that it would be an
exercise in futility to keep on increasing the
enol uments of Central Covernment enpl oyees, if
these increases are largely wiped out soon
afterwards by increases in prices of goods and
services. There is, therefore, paranount need
to maintain price stability and we are

confident that the Government will take al
necessary fiscal, nonetary and other mneasures,
i ncl udi ng control over producti on and
distribution, to maintain the price |line"
458
DAL was primarily intended to be a tenporary expedient
and .,as sought to be nade available as a protection to
those who have of cushion at all in their wage packet in the

face of any appreciable risein prices. Sone relief was
given to others also.. The hope of 'he two Pay Conm ssions
that prices wll decline and stablise, never sane true.
D.A. has, therefore, come to stay. The price indices have
now assunmed nmenacing figures. This is the stark reality of
the situation and any probl emregardi ng wage or D.A. has to
be considered in that background at the sanme tine not | osing
sight of the national econony.

In considering the question of D.A the total wage packet of
the enployee nust be kept in view. The first and forenpst
consideration is the case of the enployees at the m ninmm

wage level. it must, however, be renmenbered that ninimm
wage should enable an enployee not merely for the bare
sust enance of life but for the preservation of hi s

efficiency by providing for sone nmeasure of  education
nedi cal requirenents and anenities. The concept of ' mininmum
wage as al so of fair wage cannot be static.. It will ' change
with the progress of tinme and developnent.
In a recent decision of this Court in Bengal Chenica
(supra) ,the principles for fixing of DDA cane up for
consideration. After reviewing the earlier decisions, this
Court held as follows :-
"1. Full neutralisation is not normally given,
except to the very | owest class of enployees.
2. The purpose of dearness all owance being
to neutralise a portion of the increase in the
cost of living, it should ordinarily be on a
sliding scale and provide for an increase on
the rise in the cost of living anda decrease
on a fall in the cost of living.
3. The basis of fixation of ~“wages and
dearness all owance is industry-cumregion
4, Enpl oyees getting the same wages should
get the sane dearness all owance, irrespective
of whether they are working as clerks or
menber s of subordinate staff or factory
wor kmren.

5. The addi tional financial burden which a
revision of the wage structure or dearness
al | owance woul d inpose upon an enpl oyer, and
his ability to bear such burden, are very
material and relevant factors to be taken into

account".
It is submtted on behalf of the enployers that in a schene
of DA linked not only to the cost of living index but also
to basic wages by way of slabs, there nust be a ceiling as
otherwise it will not be a conpensation for increased cost
of living but additional remuneration unconnected with the

increasing cost of living at the |owest |Ievel. It is
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enphasised that where there is a dual |link, a ceiling
renoves the incongruity inthe D.A rising with the basic
wages out of proportion to the cost of living conpensation
at the

459

lowest level. It is fairly admtted that the ceiling fixed
act any given tine on the basis of a possible rise in the
cost of living index inthe foreseeable future nmay be

altered if the rise in the cost of living index later nmnakes
the ceiling unreflective of the requisite neutralisation of
the increase in the cost of living at the | owest |evel. It
is submtted that without a ceiling it will be inpossible
for any managenent to plan the business of the enployers
i ncl udi ng production, expansion, etc. without any certainty
of wage bill being estinmated at any definite figure for the
foreseeable future

On the other hand- it is subnmitted on behalf of the workers
that there should be no ceiling on DA till the workers
reach 'the level of living wage. It is also submtted that
in the interest of social justice there should be no ceiling
on wages W thout first putting a ,ceiling on profits and
controlling and stablising prices.

The award pertains tothe clerical staff and drivers working
in the Head Ofice of the appellant nunbering about 265 out
of about 743 worknen in its various establishnents (page 120
of the record). Qut of that also only two classes of
workers are involved, nanely, the clerks and the drivers.
Amongst the clerical 'staff. there are three grades, G ade A,
G ade B and Grade C as under , & ade A Rs.
165- 15- 240- 20- 400- E. B. - 25- 500.

Grade B: Rs. 110-10-150-12-1/2-200-15-260-E. B. - 20- 360.

G ade C. Rs. 70-5-90-8-130-10-200-E.B. -12-1/2-250.

The wage scale for drivers is as follows:

Rs. 75-5-100-7-135-7-50-150.

The scheme of D.A. which is sought to be introduced with the
ceiling is as under

Per cent age Vari ati ons

Basi ¢ Pay sl abs of Basic Sal ary for every
(C.P.1. 44 1-450) 10 points
of C.P.I.

1st Rs. 100 120 5 %
2nd W 100 40 2%
Rs. 201 to Rs. 500 30 1%
Over Rs. 500 25

M. Mehta, representing the union, has drawn our attention
to. a few awards in the Bonbay region prescribing slab
system of D.A wthout ceiling. The first is that 'of the
Ahmedabad Manufacturing & Calico Printing Conpany Limted.
It is true that on 4th slab of Rs. 100/- and bal ance, 9.75%
D.A. was allowed without inposition of any ceiling. D. A
was awarded by the Industrial Tribunal in this case on a
sl ab system at the consunmer price index 841-850. The second
is the case of Indian Vegetables Products Limted, Bonbay,
460

where there was no introduction of any ceiling and 10% D. A
at the 3rd slab of Rs. 100/- and above was granted. In that
case the consuner price index was at 311-320. The third
case is that of Godrej Soap Private Linted where again
al though no ceiling on D.A. was inposed, the Tribunal was
dealing with a case when the consuner price index was at
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396- 405. It is pointed out that in all the three above
cases special Ileave was refused by this Court. That ,
however, cannot be a ground for holding that this Court
endorsed non-inposition of ceiling on DA as a principle.
The question as such was neither raised before the Tribuna
nor before this Court in any of the above cases.

M. Mhta also filed a list of 25 awards during the period
bet ween 1st January, 1970 and Decenber, 1974 in the Bonbay
region. This was with the object of establishing case for a
slab systemof D.A linked to the consumer price index wth
point variation without ceiling, M. A K Sen has comented
that sonme of these awards were as a result of settlenent and
the question of ceiling on D.A. was not even raised for a
deci si on. In the case of Dorr-Aiver (India) Limted, the
scale of pay was fixed on the basis of the consunmer price
i ndex 700 and D.A. was fixed, if the index rose beyond 700, .
on a slab system 1t is'to be noted that a flat sumof Rs.
9/- as D.A was allowed on the salary of Rs. 5001- and above
and for variation for rise of every ten points in slab above
700, Rs.. 9/- was fixed for such slab. It is to be noted
that there is no percentage basis of ‘D.A on the salary and
it is any linked to the consunmer price index. In the case
of Kanji Jadhavji, 210 & Conpany, it is, however, seen that
for pay in excess of Rs. 210/- but upto Rs. 670/ per nonth
1/2 pai sa per rupee per point upto Rs. 180/- per nonth plus
1/3 paisa per rupee per point in excess of Rs. 180/- upto
Rs. 210/- plus 1/4th paisa per rupee per point in excess of
Rs. 210/- subject to a maxi mum of Rs. 1.65 per point per
month was allowed. There is afixed salary of. Rs. 670/-
beyond which D. A was not nmade admissible. 1n the case of
Tata Press Limted which is an award said to be by
settlenent, additional D.A of 10 per cent has been given on
t he basic wage of above Rs. 401, but there-is no linkage to

the consumer price index. In CGodavari-Sugar MIlls  Mani
Private Limted, D.A stopped at- the 4th Rs. 100/- of ' basic
sal ary. At this slab 36 per cent D. A was awarded wth
variation of 1 per cent for every ten points rise or fall in
the consuner price index 791-800. ldentical is the case of
another award in the case of Somaiya Organo Chenicals
Limted. In Britannia Biscuit Conmpany Limited s case. no

D. A. has been awarded beyond the salary slab of Rs. 500/ D
A. was considered in this case when the cost of |iving index
nunber was 301-310 (old series). 1In serveral awards in the
conpilation given by M. Mhta, mnimmD. A has been fixed.
On the other hand M. Kaka intervening for Cynamid India
Linmited has drawn our attention to a nunber of awards in the
Bonbay regi on wherein there appears to he a ceiling on D. A
These are

1. National Machinery Manufacturers Ltd. Maharashtra

Gazette (MG G) dated 30.6.1966.

2. Indian organic Chemicals Ltd. MG G dated 21.11.1974.
461
The M|l owners Association.M G G dated 31.10.1974.
PhoeuLx M11Ils Ltd. MGG PaRt |-L dated 22.6.1972
Bayer (India) Ltd. MG G dated 31.1.1974

West Coast Paper MIIsM G G dated 20.7.1972

voltas Limted 1. C R February 1970° page 57

Murphy India LimtedM G G dated 27. 7. 1972

Pol ychen Limnted M G G dated 6. 8. 1970

Mehta has, however, subnmitted that nost of the

settlenents in pursuance of which awards had been made have
expired and notices of termnation have been served on the
enpl oyers and in sonme cases di sputes have been raised.
The rmanagenent al so argued that this Court in Ms Unichem
Laboratories Ltd. v. The workmen (1) noticed in paragraph 33

SONouk®




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

Page 9 of 14

of the deci sion-
"Anot her feature of the schene adopted by the
Tribunal is that it puts a ceiling on the
enpl oyees drawi ng basic wages up to Rs. 300
per nonth alone being eligible for dearness
al | owance; wher eas under the practice
originally obtaining in the conpany there was
no such limt."
and, therefore, nmust be held to have approved of inposition
of ceiling. We are unable to accept that this Court was
cal l ed upon to decide about the question of. ceiling in that
appeal which was at the instance of the enployers and not of
the enployees nor against the inposition of ceiling. The
nmanagenent also drew our attention to a decision of this
Court in Rem ngton Rand of India v. Its Workmen (2) when the
schemre of D. A contained a maxi numof Rs. 200 at the index
figure 351-360 and the nmaxi mumwas not interfered with by
this Court. It is sufficient to point out that the question
of desirability of ceiling or otherwise was not at all in
issue in that —appeal and therefore, this Court was not
cal l ed upon to pronounce upon the matter.
We, however, find that in the case of enployees under the
Central Covernment a kind of ceiling has been in vogue. For
exanpl e one of the Second Pay Conm ssion’s reconmendations
was that the benefit of D.A should in future adjustnents be
extended to all enployees drawi ng a basic pay below Rs. 400
per menses in such a way that the total of basic pay and
D.A paid to an enployee in the pay range of Rs. 300 to Rs.
400 does not exceed Rs. 400 (page 97, paragraph 16). The
Third Pay Conmi ssion also after fixing D.A _at a percentage
of 3.5 per cent of pay upto the pay range of Rs. 300 fixed a
maxi mum of Rs. 10 per nonth and a mininumof Rs.. 7 per

nont h. Simlarly for the pay range above 300 a percentage
of 2.5 per cent of pay was fixed subject to a maxi mumof Rs.
20 per nonth and a mnimmof Rs. 10 per nonth. The

Conmi ssion further recomended that the pay plus D. A should
in no case exceed Rs. 2,400 per nonth.

(1) [21972] 1 L. L. J. 576,

(2) [1962] 1 L. L. J. 287,

462
From the above one thing, however, is clear that the
guestion of inposition of <ceiling on DA is not an

absolutely alien phenonenon. Although it mght not have
been the general practice, ceiling was not rejected out ~ of
hand as irrational or unjust by unions in. the  course of
col l ective bargaining in the Bonbay region

So far as the workers involved in these appeals are
concerned the question whether D.A should cease at a
certain level of salary does not arise for consideration

The nmaxi mum basi ¢ of the highest grade in the case of /these
enployees is Rs. 500. It may, however, be noted that a
system has been in vogue in the case of Government enpl oyees
where D. A ceases to be admissible on reaching a certain
| evel of salary. The question remains as to whether a
ceiling should be- placed on D.A itself, when it exceeds
Rs. 325 as has been sought to be done by the enployers. The
enpl oyers gave a notice of change for inposition of ceiling
on D. A in May 1966 when the cost of living index has been
on the constant rise each year. Wile the for 1966 was 630
those for the subsequent years from 1967 to 1974 were 697,
740, 766, 797, 832, 876, 982 and 1198. In Decenber 1974 it
was 1336. The cost of living i ndex being on a constant rise
it is necessary to consider the totality of the wage packet
of the workers and other relevant factors in order to decide
if aceiling on D.A should be inmposed. In this context our
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attention has been drawn by M. Sen to the statenent of

obj ects and reasons to the Additional Enol unents (Conpul sory

Deposit) Bill 1974 which is as follows :-
"Controlling inflation is today the single
nost i mportant task facing the country.
Peri odi cal revision of wages and adjustnents
in the rates of dearness all owance, which have
been adopted as renedies for nopderating the
i mpact of rising prices, have been proving

ineffective. |In view of the mounting pressure
of inflationary forces, paynments of additiona
wages or _dearness allowance wll give an
upward thrust to prices and wll inevitably

aggravate the situation, and also neutralise
the effect of any increase in the wages or
dearness al l'owance. In the circumnstances,
urgent steps ained at breaking this vicious
circle of nobney incones chasing prices be cane
i nescapabl e. These neasur es undoubt edl y
i nvol ve sone sacrifices by different sections
of the community.” As-a part of these anti-
inflationary neasures, the Additional Enplu-
ments (Conpul'sory Deposit) Odinance, 1974,
was pronulgated by the President on the 6th
July, 1974...........

Reference to the above is nade in order to highlight the

dreadful consequences of inflation and the  inefficacy of

nere wage rise as a solution

We may, however, in this connection usefully refer to what

the National Comm ssion on Labour said on this subject:
"Firstly, —the increased purchasing power in
the hands of the workers on account of
conpensatory paynents for rise in ‘cost of
living forms a small part of the @overal

i ncrease
463
in pur chasi ng power . Secondly, the elasticity of
conpensatory paynents to changes in cost of Jliving is

generally less than unity so that the feed-back must taper
of . Money wage stability, though -inportant for price
stability, 1is seldoma necessary, nuch less a -sufficient
condition for it. On the other hand, holding of the price
line, particularly of the cost of living is an adequate
condition for preventing increases in noney wage paynents
that are not related to increases in productivity. Thi s
al one can prevent a fall in real wages."

Before we proceed further we have to take note of certain
facts concerning the dispute. Although the conpany enploys
a total of 1142 workmen in-its various factories and
branches the present dispute relates to 265 workers in the
Head O fice (Bonmbay) out of them It is not disputed that
the supervisory staff consisting of 86 nenbers, although not
involved in this reference. have been in receipt of D A
under the sane schene. There is no ceiling on D.A. in the
Calcutta branch of the conpany where the workers are paid
according to the Bengal Chanber of Conmmerce’'s rates. The
i ndustry-cumregi on aspect nmay at present take care of the
few employees working in Calcutta. It is, however, not
unlikely that all the enpl oyees of the conpany may claim to
be treated alike. There are also disputes pending in
respect of the subordinate staff at the Head Ofice.
Wthout adding further details it is sufficient to state
that a general problemlike inposition of ceiling on D.A in
a company cannot be treated on the statistical burden
relevant only to a section of the enployees. Both the
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parties realise the inportance of this aspect and produced
before wus a large nunber of docunents containing various
detail s including bal ance-sheets of the conmpany upto 1973 to
enable us to have a conplete picture of the entire matter.
The management has produced a statenent showi ng the conpar-
ison of total emolunents of clerical and supervisory staff
after inplenentation of the award and those of the junior
executive staff. We have quoted therefrom showi ng the
figures in April 1973 and July 1974 wth the respective
i ndex at 924 and 1194.

It wll be seen that the m ni mum basic salary of a junior
executive is Rs. 400 and maxinum is Rs. 1000’ . Wth
al | owances the junior executive at the mninumgets a tota
of Rs. 700 and at internediate stages, nanely, of Rs. 530
and 800, he gets a total of Rs. 830 and Rs. 1150
respectively. When he reaches the maxinumthe total wth
allowance is Rs. 1350. ~The clerical staff at the maxi mm
grade which is  Rs. 500 gets atotal ampbunt of Rs. 1230
i nclusive of D.A of Rs. 730 after renpval of the ceiling at
the C.P.I. 924. At the internediate stage a clerk gets Rs.
874 in the sane index (Rs. 300 basic salary plus Rs. 574
D.A). At the mininumhe gets Rs. 70 basic pay plus Rs. 340
D.A. totaling Rs. 410 in the same index 924. The position
is worse when the consuner price index touches 1194 as, seen
above. The absence of ceiling on D.A can result in curious
anonmal ous situations where in the pay packet of «clerica
staff woul d exceed the pay packet of junior executive staff.
This is hardly conducive to discipline, efficiency and
ef fective exercise of control
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KILLI K NI XON LI M TED BOVBAY.

COVPARI SON OF TOTAL EMOLUMENTS OF CLERI'CAL SUPERVI.SORY AND
JUNI OR EXECUTI VE STAFF.

CLERI CAL
Basi c
Sal ary D. A Tot al
Rs . Rs. Rs.

APRI L 1973 M ni mum 70 340 410°M n
(Feb. CPI M ddl e 300 574 874 M d
924) Maxi mum 500 730 1230 Md

Max.
JULY 1974 M ni num 70 475 545-"M n
(May CPI M ddl e 300 790 1090 M d
1194). Maxi mum 500 1000 1500 M d

Max
SUPERVI SORY JUNI OR EXECUTI VE
Basi c Basi ¢ House Travel -
Sal ary D. A. Total Salary Rent Al- |ling Al- tota

| oncante | owance

Rs Rs Rs Rs. Rs Rs Rs
275 555 830 400 150 150 700
520 730 1250 530 150 150 830
800 730 1530 800 200 150 1150
1200 730 1930 1000 200 150 1350
275 764 1039 400 150 150 700
520 1000 1520 530 150 150 830
800 1000 1800 800 200 1501 150
1200 1200 2200 1000 200 150 1350
465

Al t hough the change in the D. A schene inposing the ceiling
was notified in My 1966, it could not have been then
contenplated that the index would touch such a high nark

yet within these nearly nine years that the di spute
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unfortunately has dragged on, it has given the court an idea
of the effect of renoval of the ceiling.

The rmanagenent has submitted statenents showing the actua

wor ki ng of the D.A. fornula without the ceiling and tried to
show that it would not be possible for it to bear the
financial burden. The Tribunal went into this aspect,
although at that tinme the figures of the actual working
could not be there, and refused to accept the plea of
incapacity to bear the burden. The main argunent of the
managenent was about the |loss of Managing Agency which

according to it, resulted in shrinkage of incone. The
Tribunal went into the matter and cane to the conclusion
and, according to us, rightly, that the said plea had no
subst ance.

The conmpany is one of the twenty big industrial houses in

the country. Oiginally  there were two conpanies, one
Killick Industries Limted and another Killick N xon & Co.
Private Li m ted. Killick | ndustries Limted was

i ncorporated as a Public Limted Conpany on Novenber 14,
1947 and Killick N xon & Co. Private Linmted was
i ncorporated as a Private Conpany on-January 23, 1948. Sone
time in 1957 the Killick Industries Limted purchased al
the shares of Killick Nixon & Co. Private Linited with the
result that Killick Nxon & Co. Private Limted becanre a
wholly owned subsidiary of Killick Industries Limted.
Under section 43A of the Conpanies Act, 1956, Killick N xon
& Co. Private Linmted became a Public Limted Conpany with
effect from March 28, 1961 and by an order of the Bonbay
Hi gh Court of March 24, 1970, was anal gamated with Killick
I ndustries Limted wth effect from August 1, 1969.
Foll owing the amal gamation and with the approval. of the
Central CGovernnent the nane of Killick~ Industries  Linmted
was changed to Killick N xon Linmited (the appellant). The
activities of the conmpany are : manufacturing of engineering
products, nanel vy, Jhonson Vi br ators, dal | Pressi ng
equi pnent s and E.F.C.C. Furnaces; Selling agency of
engi neering products such as Vibrators, drilling equipnent,
electric meters and dredgers, general selling agency in
respect of snowcem cenent print and allied products, ~carbon
papers; slotted angl es, Hawkins pressure cookers; export of
pi ece goods; and agency of Gty Line and Hall Line of UK
and cl earing and forwardi ng work.

The question, however, in this case may not be sinply the

financial capacity of the conpany al one. Odinarily the
capacity to bear the additional burden would certainly be a
rel evant factor. We are, however, not considering the
matter fromthat aspect in the present case. W will assume
that the conpany wll be able to bear the additiona

financial burden if the ceiling is renobved. W do not agree
with the Tribunal that it is only if the conpany would be
required to close down that such a denmand should be

rejected. That is an incorrect viewto take in dealing,
with the problemw th which we are concerned.

466

We have, therefore, a conpany which is prosperous. The

consunmer price index has been soaring higher and higher

The enpl oyees have to get protection of their real wages.
It is well settled that conplete neutralisation of the rise
of cost of living cannot be allowed except to the | owest
category of enpl oyees. In the view of the Nat i ona

Conmi ssion on Labour "the only purpose of dearness all owance
is to enable a worker in the event of a rise in cost of
living to purchase the same ambunt of goods of basic
necessity as before. This purpose would be served by an
equal amount of dearness allowance to all enpl oyees
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irrespective of differences in their enolunments" (page 243).
It was strenuously submitted that this view of t he
Conmi ssion should be accepted by us. In other words we
should first ascertain what is the mininum wage in this
conpany at which a worker woul d require conpl ete
neutralisation of the cost of |iving and whatever amount s
found to be necessary for himas a protection against his
real wages should only be available to all other enployees.
W are not required to give our opinion about this sub-
m ssion for the sinple reason that the management here has
already introduced a scheme in which there is percentage
system on sal ary slabs linked wth the consuner price
index and there is no dispute about it.

Al that the managenent wants in this case is that D. A nust

not go on rising with the scaring price index and a linit
shoul d be inposed. W have already observed that in view of
the status of the conpany the capacity to pay will not al one
be of ~nmonent in favour of renoval of the ceiling. The
problem wi'll have to be viewed fromthe follow ng inportant
aspects :-

(1) Condi tion of the wage scale prevalent in
t he company.

(2) Condi tion of the wage |evel prevalent in
the i ndustry and the region

(3) The wage packet as a whole of each
earner / in the conpany w th all anenities and
benefits and it-, ability and potency to cope
with' ‘the econom c requirenents of daily
exi stence consistent with his  status in
soci ety, responsihilities, efficiency at work
and i ndustrial peace.

(4) The position of the conmpany viewed in
relation to other conparabl e concerns in the
i ndustry and the region

(5) Perenpti ve necessity f or ful
neutralisation of the cost of living at the
rock-bottom of wage scale if at or just above
t he subsi stence | evel

(6) The rate of - neutralisation which is
being given to the enployees in each salary
sl ab.

(7) Avoi dance of huge distortion of wage
differentials taking into reckoni ng al
persons enpl oyed in the concern
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(8) Degree of sacrifice necessary -even on
the part of workers in general interest.

(9) The compul sive necessity  of securing

soci al and distributive justice to the
wor kren.
(10) Capacity of the conpany to bear

the additional burden.

(11) Interest of national econony.

(12) Repercussions in other industries —and

soci ety as a whol e.

(13) The state of the consunmer price, index

at the time of decision

(14) Forebodings and possibilities in the

foreseeabl e future as far as can be envi saged.
We should also Add that revision of D.A is not the sane
thing as revision of wages.
Havi ng given our anxious thought to all the above aspects,
which are not exhaustive, we are unable to cone to the
conclusion that removal of the ceiling in the present
context will be justified. The conpany has been able to
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nmake out a case for inposition of a ceiling. At what

particular anount there should be a ceiling on DDA, is a

matter which will have to be gone into by the Tribuna

keeping in view the above principles. The financi a

capacity wll have to be judged with regard to t he

conmmtrment of the conpany as a whole towards all its

enpl oyees.

We are unable to agree with the contention of the workers
that unless there is a ceiling on profits there cannot be a
ceiling on D.A The question of D.A being intimately
connected with the cost of living, the matter cannot be
judged by the test of the aforesaid submission of the
wor kren.

There is, however, one thing which we rmust point out, |est
there should be sonme m sconception about it and that is that
so far as the |lowest paid enployees at or just above the
subsi stence |evel ‘are concerned, they are entitled to 100
per cent or at any rate not less than 95 per cent
neutralisation of the rise in the cost of living and hence
there should be no ceiling on dearness allowance payable to
enpl oyees - within the slab of first Rs. 100, unless it can be
shown by the nanagenent that the rate of neutralisation in
their case is more  than 100 per cent. So far as the
enpl oyees in the higher slabs are concerned, it would be for
the Tribunal to consider, having regard to the aforesaid
principles, whether ' a ceiling should, be ‘inposed at the
second slab of Rs. 100 or only at the last slab of Rs. 201
to Rs. 500. The manner in which the ceiling nay be inposed
would also have to  be decided by the Tribunal in the
exercise of its judicial discretion keeping in. view the
aforesaid principles. The ceiling any be fixed either by
prescribing a certain anpbunt as the outside
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l[imt of the dearness allowance or by reference to the
guantum of dearness all owance payable at a certain wage
| evel . W do no’ wish to lay down as an invariable rule
that in all cases there should be/ceiling on D. A Wenever a
case of this nature conmes for industrial adjudication it
will always be a delicate task for the Tribunal to strike a
bal ance keeping in view the above principles, weightage of
each one of which being variable according to -conditions
obt ai ni ng. VWhet her or not there should be —a ceiling on
dearness allowance in a given case nust depend on the facts
and circunstances of that case. There can be no inexorable
rule in that respect. W have fornulated the various
principles which nmust be taken into account by the Tribuna
in determning this question but the nmost dominant of these
must al ways be that of social justice, for that is the idea
which we have resolved to achieve when we franmed our
Constitution.

In the result the award is set aside with regard to denmand
No. 2(a) relating to ceiling. The reference stands restored
with regard to that specific matter and will be di sposed of
by the Tribunal as early as possible after gi ving
opportunity to the parties. The appeals are partly allowed
wi t hout costs.

Appeal s partly allowed. V.P.S.
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