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INDUSTRIAL DISPUTES  (AMEND­
MENT)  BILL

Hie Deputy  Minister  of  Labour 
(Shri Abid AU): I beg to move:

“That  the  Bill  further  to 
amend the  Industrial Disputes 
Act, 1947,  as  passed by Rajya 
Sabha, be taken into considera­
tion".

[B4R.  Deputy-Speaker in the Chair]

2-53i PJN«.

Ihe Bill is  purely a clarificatory 
one and it does not impose any ad­
ditional liability  on  employers or 
detract from any of the benefits ac­
cruing to the workers.  In the course 
of the operation  of  the provisions 
relating to retrenchment and lay off, 
doubts were raised as to the exact 
scope of the law and what the Bill 
proposes is to remove these doubts.

One of the amendments relates to 
retrenchment  compensation.  It has 
been held that an out-going employ­
er will be liable to pay  retrench­
ment compensation even when,  on 
change of the ownership,  the  em- 
pk>yees are continued in service by 
the incoming employer on the same 
terms as under the  out-going  em­
ployer.  But this is not what was in­
tended by the  original  legislation. 
Apart f̂'om this, such an interpreta­
tion would tend to do harm by imped­
ing the sale, transfer or amalgama­
tion of companies.  Clause 3 of the 
Bin clarifies the position.  While not 
affecting the workmen  in  anyway 
whatever, this  might  enable the 
transfer, constitution or  amalgama­
tion of companies, whether  by ag­
reement or by operation of the law, 
to be effected without any technical 
difficulty.  The  incoming  employer 
shall be responsible for the pajrment 
of retrenchment  compensation  for 
the entire service of the workmen if 
at any future date it becomes neces­
sary to carry out any retrenchment.

The second amendment relates to 
the lay off compensation.  Sub-clause 
(b) of the first  proviso to Section 
25C has been interpreted in certain

cases as lending support to the view 
that if a workman is lafQ off in any 
year for more than 45 days without 
any break he will be entitled to lay 
off compensation only for 45 days and 
not for the entire  lay off  period. 
This also was not the intention, and. 
the present amendment makes it clear 
that if during a  period  of twelve 
months a  workman is laid off  for 
more than 45 days, whether with or 
without,  break,  for a  continuous 
period of one week or more, he will 
be paid compensation for all the days- 
of any lay off and not  for 45 day» 
only.

Today’s atmosphere here is one of 
short speeches and  speedy disposal 
and I should not change this welcome 
mood of the Hoxise.  I commend the 
Bill  for  the  consideration of the 
House.

Mr. Depnty-Speaker;  Motion  mo­
ved:

“That the Bill further to am­
end the Industrial Disputes Act»
1947, as passed by Rajya Sabha,
be taken into consideration”.

Shrl  K.  P.  Tripathl  (Darrang): 
The Bill which has been moved  is 
welcome.  During  the  discussions 
ai an earlier stage, when the House 
decided to grant compensation  for 
lay off to the extent of 45 days,  the 
question that was agitating our minds 
was, **Why 45 days only and why not 
the period be  extended?**  If there 
is a lay. off, the worker has a liability 
to continue on the spot so that  he 
might be available for work.  Now, 
if you expect a man to be available 
on the spot for work  even beyond 
45 days, then  the  same principle 
Which meant the  payment of com­
pensation for the 45 days should ap­
ply.  Nobody in the  country should 
have the right to expect another man 
to dance attendance  on  him and at 
the  same  time  denying payment 
That was the principle  on  which 
compensation was fixed.  What  we 
said at that time has borne fruit, and 
I am glad that the Govemnsent has
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come to the conclusion that compen- 
-sation should be extended even be­
yond 45 days.  Therefore, this  Bill 
would be welcomed all over the coun­
try.

In this  Bill,  there  is a proviso 
which says that whatever compensa­
tion is given shall be adjustable later 
•on against payment of compensation 
for retrenchment.  Here is a  ques- 
ition of principle involved—the prin­
ciple of lay off and the principle of 
retrenchment.  In the  earlier stages 
also, I made the point that the prin­
ciple on which retrenchment is com­
pensated is completely different from 
the principle of lay off.  In the Ijiy 
off period, the worker is given com­
pensation in order to carry on.  He 
needs food.  He must continue as an 
individual.  Without  money he can­
not continue.  But he continues for 
the purpose of working in the farm 
or in the industry.  That is the rea­
son why lay off is given.  But  the 
principle, of  compensation  for re­
trenchment is separate.  It is given 
so that he may get some time for 
searching for alternative employment. 
When he goes away from one indus­
try, he has to  find out alternative 
employment.  Of all the countries in 
the world, much more in this coun­
try, it is not easy to get alternative 
employment.  It always takes  time 
and imless the man goes out in search 
of an alternative emplojrment, he can­
not get one.  Therefore, the principle 
of compensation  for  retrenchment 
means that he is  given  some cash 
money, some ready cash money,  so 
that he  may  go  out  and  try to 
discover if any alternative employ­
ment is available elsewhere.  There­
fore, to adjust compensation  which 
was meant only for lay off against 
compensation which should be meant 
for retrenchment is, I think, basically 
wrong.  I do not  know the reason 
which is given for the purpose of re- 
trraichment.  It may be that  what­
ever the principle,  ultimately  the 
man who is running the industry has 
to cope up with the industry,  and 
his resources cannot  be  depleted. 
Once the resources get depleted, the

difficulty of  paying  compensation 
arises.  Practical considerations seem 
to have weighed with the Government 
when they have provided that  the 
employers would be entitled to adjust 
the compensation for lay off against 
compensation for retrenchmeit  We 
are going to build a socialist patten 
of society, and so, a man who is re­
trenched must be enable to find a job. 
In countries like England and Ame­
rica, there is unemployment insurance 
and even if a man does not get a job 
immediately, he is maintained out of 
that insurance fund.  But in our coim- 
try, it has not been possible to main­
tain such a fund and it is not likely 
that we shall get it quickly.  There­
fore, in the present context of things, 
compensation for retrenchment is a 
highly valued compensation and there 
is no doubt that the working class in 
this country will  regard  it to be 
so until imemployment insurance is 
introduced in this country.  Till then, 
we have no doubt that we will con­
tinue to press the  Government  for 
this benefit; and, just as we have won 
now in respect of lay off compensa­
tion for more than 45 days, we will 
also be able to prevail upon the Gov­
ernment to accept our view-point on 
this question of retrenchment com­
pensation not being adjusted against 
the lay off compensatiwi.

3 P.M.

There is a very important provi­
sion towards the end of this Bill with 
regard to the conditions of service in 
firms or  industries  which  change 
hands.  The question dealt with here 
is, what would happen if a firm or an 
industry changes hands, so far as the 
interests of labour  are concerned? 
It will be remembered  that in the 
course of the last three years, a large 
number  of  industrial  units  have 
changed hands;  particularly  those 
owned by foreigners were sold out at 
tremendous prices in a boom market 
They  used  to have  huge  reserve 
funi and those reserve fimds were 
repatriated.  At the  same time, as 
soon as the new employers came, the 
workers were  served with notices 
saying, **Your service is new; you d»
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not get the benefit of your past ser­
vice and the benefit of a share  m 
the reserve fund”.  All toese  ques­
tions were  raised and under  the 
existing law of the land, there was 
no answer.  All that wealth  which 
had been accumulated in the  course 
of several years out of savings of 
the industry, for which both the  em­
ployers  and the  workers  had  to 
forego some benefits,  went to  the 
employers alone.  When this agita­
tion started, the Government  consi­
dered the matter and ultimately they 
have come forward with this legis­
lation.  It says that when the condi­
tions of service of the workers under 
the first employer  and under  the 
second employer continue to be  the 
same without any change, then  the 
workers shall not be entitled to  any 
compensation.  By implication, it may 
be meant that if there is a change in 
the conditions,  then  at least  they 
might be entitled to compensation. . .

Shri Abid Ali:  If it  harms  the
workers.

Shri K. P. Tripathi; - If  it  harms 
the workers, then they would  be en­
titled to compensation.  This is  by 
implication; it is not said so in posi­
tive terms.  The Bill provides  in a 
negative form  that if there  is no 
rfiange, no compensation should  be 
paid.  For the first time it is put on 
the statute-book and from our work­
ers* point of view, it is a very impor­
tant principle that the workers are 
ratitled to compensation when there 
is a change in the conditions of ser­
vice. This will be welcofhed all  over 
tile coimtry.

I will now  try to  discuss  what 
happens to the  accumulations in the 
industry by way of reserve funds.  I 
do not know about  other  countries, 
but particularly in India, it will  be 
remembered that most of the reserve 
funds arise out of the savings of the 
industry. So much so, the industry in 
India has come  forward with  this 
«*rgument that for  the  purpose  of 
further  development, these  savings 
must be utilise.  In other countries, 
fresh capital is raised for the purpose

of further development, but in India 
no fresh capital is raised.  In  othei 
countries, the capital which is  saved 
is utilised for the purpose of replace­
ment only.  In this country also, the 
Income-tax Department  gives  them 
relief, so that replacement  might be 
continued. But, it is  not  merely  a 
question of  replacement.  If a  finik 
starts with a capital Rs. 1 lakh for one- 
type of industry, it goes on  saving, 
year after year and out of the savingŝ 
it expands and builds a new industry. 
A firm dealing in cement now expands 
and takes up plantations, jute, cotton 
and so on, out of  the  savings.  In 
other countries, this is not  regarded 
as proper; they raise fresh capital for 
fresh ventures.  When you save, the 
saving might arise either by foregoing. 
your dividends or by giving less wages, 
to labour. In this country, it has been 
accepted as a principle that bonus is 
the right of workers. Bonus comes out 
of profits and annual sharing of pro­
fits is bonus.  If it is admitted  that 
the worker has a right to share  the 
profits, and if out of profits  accumu­
lations are made and kept as non-dis- 
tributed profits, it is very clear that 
the workers have a right to share the 
non-distributed  profits  put  into- 
the  reserve  fund.  If  a  firm, 
chainges  hands,  the  question  arises 
as  to  whom  the  reserve  fund 
should belong; should it belong  only 
to the employer  or to both.  If  it 
should belong to both, in that case, it 
is very clear that the worker has  a 
right to get compensation if  the firm 
changes hands and the reserves  are 
repatriated.  But, if the reserves are 
retained  in  the  industry  which 
changes hands—instances are  there 
—the question of compensation  does 
not arise.  But, if the reserves  are 
taken away—it happened during  the 
last two or three years that a very 
larce number of firms changed hands 
and the reserves were repatriated to 
England—the  question  obviously 
arises: What  is the  share  of the 
workers in that? It is  not a smaU 
question.  The conditions of  service 
remain the same, but both the  em­
ployers and the  workers  forewent 
certain benefits and created a reserve



3837 Industrial Disputes  20 AUGUST 1956 (Amendment) Bill 3838

fund.  If the reserve fund is taken 
away, then the capital itself is taken 
away to that extent; the company be­
comes poorer and  its  capacity  to 
weather the storm is reduced.  So, I 
humbly submit that when  we are 
progressing towards a socialist  pat­
tern of society, the society has  to 
determine the most important things 
like capital formation.  Capital for­
mation determines the difference be­
tween the socialist pattern of society 
and the capitalist pattern of society 
and one must be able  to say  that 
this is the way in which the  capital 
formation could arise in a  socialist 
pattern of society.

I humbly beg to submit that in  a 
socialist pattern of society whatever 
reserves are created after the distri­
bution of normal dividends, in  that 
there should be a share for the wor­
kers and if such reserves are likely to 
be taken ‘away then  the  workers 
should be given their  share.  The 
workers’ demand for such a share is 
not by way of compensation but by 
way of right just as if I deposit  an 
amount in a bank and then the ques­
tion arises as to whom that  deposit 
should go, it should obviously come 
to me.  But that has not  been in­
cluded in this.

Then again there is the new point 
arising out of the decision  of  this 
Parliament to have a socialist pattern 
of society  as the goal.  Since  we 
have adopted  this  view, it has be­
come incumbent on our part to con­
sider the question of reserves  also 
because reserve is capital formation 
and socialist pattern of society deter­
mines capital formation in a parti­
cular way, at least with  regard to 
allocation, with regard to ownership. 
Therefore, I humbly beg to submit 
that  while  this  clause  3,  which 
amends clause 25, is quite acceptable 
CO the working classes as it is,  the 
working classes go further in  its in­
terpretation and their demands and 
the demands are with regard to what 
should happen  with regard  to re­
serves or reserves which are capita­
lised, reserves which are non-distri- 
ttuted, azid Hie demand is that there

should be legislation which  should 
authorise distribution of the same to 
workers also.

So far as the employers  right  is 
concerned, he is quite free and is at 
liberty to sell away  the  company 
along with the reserves.  In that case 
he gets 4iigher price.  If I sell a coni- 
pany with reserves, obviously I  get 
higher price.  If the company has a 
capital structure of three  lakhs  of 
rupees and reserves of three lakhs of 
rupees, then obviously the employer 
can sell that company for six lakhs 
of rupees.  Then what happens?  He 
realises the price  of the company 
plus the reserves also, the total re­
serves.  In this way, by an  agree­
ment between  the seller  and the 
buyer, the total reserves,  part  of 
which belong to the workers, go  to 
the original employer or, if he makes 
a mistake, to the buyer.  In either 
case, who loses?  It is the  worker 
about whom there is no  legislative 
provision in the law of today. There­
fore, I humbly beg  to submit  that 
this question has to  be considered 
sometime or other and I hope  the 
Government would, like in the case 
of lay off compensation where  they 
have been kind enough to  consider 
and come to the conclusion  regard­
ing its extension beyond 45 days,  in 
the case of workers’ right to a share 
in the reserves once a company  is 
transferred also, make the law up to 
date in terms of our intentions  to 
establish a socialist pattern  of  so­
ciety.

Shri  Tushar Chatterjea  (Seraro. 
pore): While welcoming this Bill,  I 
fully support what Shri Tripathi has 
said firstly with regard to the  rî  
of the workers to have compensation 
m case of retrenchment and secondly 
about the more  fundamental  point 
that he has raised about the workeis' 
share in the matter of reservê

The point about compensation lor 
retrenchment is, I think, a very vital 
one and when the Government  has 
come forward to amend that part of 
fte clause, I think that gap should be 
nlled up m this amending Bill.  If a

already got lay  off
ocneflt  for 45 days. Is  reti«ndMd
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after that, he is not entitled to  get 
any other comi>ensation.  That  goes 
against the original section 25F of the 
Industrial Disputes Act.  In this sec­
tion very clear conditions have  been 
laid down for compensation, for re­
trenchment and, as Shri Tripathi has 
. stated,  lay  off  and  retrenchment, 
these two things should be judged in 
different ways.  Whereas lay off is a 
temporary measure, retrenchment  is 
a drastic  measure  by  which  the 
worker  is  rendered  unemployed. 
Therefore, in this amending Bill, the 
proviso in clause 2 should be suitably 
amended so that the worker,  even 
if he is being retrenched  after  45 
days, is entitled to get compensation.
I know personally, having my  con­
nection with  a number  of  trade 
unions, if any worker is regarded as 
an undesirable element by the  em­
ployer, he can easily be  retrenched 
ip this way and he can easily be de­
prived of this compensation benefit.
I think it is a very vital point.  It 
touches the very basic principle and, 
therefore, suitable modification should 
be made.

Another thing which Shri Tripathi 
has not mentioned  but I want  to 
mention is this.  It is quite right that 
benefit for lay off has been provided 
even beyond 45 days.  But here it is 
stated:

“and the lay off after the expiry
of the first forty-five days  com­
prises continuous  periods of one
week or more..........”

That means, if further lay off  is 
more than a week, then  only the 
worker  is entitled  to get  lay off 
benefit for that further period.  That 
is to say, if his lay off  is for  any 
period which is less than a week, he 
is not entitled to get  any' lay  off 
benefit.  This puts the worker in  a 
difficult position.  I do not  under­
stand why when this benefit has been 
extended beyond 45 days, this special 
restriction has been imposed that if 
beyond 45 days, more than seven days 
lay off is there, then only the worker 
is entitled to get benefit,  otherwise

not.  I suggest that this defect should 

be remedied.

Lastly, as Shri Tripathi has pointed 
out, I also feel that the wording  of 
the new section 25FF, as it has  been 
put here, may give rise to legal com­
plications ultimately in case of  any 
transfer of ownership.  If the service 
condition of the worker is in any way 
disadvantageous than  the  previous 
one, he will get compensation. If the 
service conditions remain the  same, 
he is not entitled to any compensa­
tion.  But the wording of the proviso 

here is:

“ . . .the terms and conditions 
of service applicable to the work­
man after such transfer are not in 
any way less favourable to  the 
workman than those applicable *0 
him  immediately  before  the 
transfer;”

I think this qualification should not 
be included in the proviso.  If it  is 
included in the proviso,  then  the 
main part of the section may  be in­
terpreted in a different  way  and 
there  may  be  complications  ulti­
mately.  So, I think, instead of put­
ting it in a negative way, it should be 
put in a positive way so that in such 
cases where service conditions have 
been altered in any way compensa­
tion should be paid.  This sort  of 
direct asse<rtion should be made.  As 
the Minister himself says as regards 
the first portion of the  amendment, 
this has been brought forward only 
because of some misinterpretation by 
the  legal  interpreters.  From  that 
point of view, I think, section 25FF 
should be suitably re-written so that 
there remains no loophole for making 
a wrong interpretation of this provi­
sion.

I think this Bill has corrected some 
defect but I feel that it should  have 
gone much further to safeguard those 
fundamental rights of the  workers 
that are involved in the case of re­
trenchment benefit.

Shri Am  AM:  Mr.  Deputy.
Speaker, taking the last point of the 
hon. Member Shri Chatterjea  first, I
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may mention that section 325FF is a 
positive section.  It says what  shall 
happen.  The  workman  has  bê  
guaranteed one month’s  notice  in 
wriUng and compensation.  The pro­
viso to the section is also definite.  It 
i« in negative form.  What he wants 
is.already in section 25FF.  Proviso 
(b) to section 25FF says—

“(b) the terms and conditions 
of  service  applicable  to  the 
workman ’ after such transfer are 
not in any way less  favourable 
to  the  workman  than  those 
appUcable to  him  imm̂iately 
before the transfer;”

If it is more favourable he will be 
cf course happier; but if it is  less 
favourable, then the worker  would 
be entitled to retrenchment compen­
sation as has been provided for in the 

Act.

The point  about one week  was 
raised by Shri Chatterjea. There  is 
nothing new to that effect mentioned 
in the amending Bill.  It has  only
"been reproduced from  the  original 
section.  So, we are not making  any 
amendment to the clause to the  de­
triment of the worker, as has been 
pointed out by Shri Chatterjea.  He 
wUl find it in the principal Act.

With regard to the provision for 
setting off the lay off compensation 
in case there is ultimately retrench­
ment and the retrenchment compen­
sation may become less, I may  sub­
mit that this has been put with  a 
purpose, to give an employer  some 
chance to make all  attempts  for 
working the factory.  Otherwise,  il 
we make him pay off  the lay  off 
compensation and then ultimately re­
trenchment compensation, then  some 
employers may at the very beginning 
of the trouble coming up pay  the 
workers retrenchment  compensation 
and close the factory.  We feel it is 
in the interest of the workers  that 
the factory is worked and should not 
be closed.  It is a sort of inducement 
to the employers in the interest  of 
the workers and the industry, so that

•  they may continue to run the factory.
There may be difficulty about mar-
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ket conditions, raw materials may 
be available, finance  may  not  be 
available.  In those circumstances he 
should be given some breathing time 
to get the necessary help from  the 
sources he can and continue the fac­
tory.  From  that point of view  I 
hope hon. Members who did not  like 
this provision would welcome it.

About sharing the profits, I am one 
with  my  hon.  friends  who  have 
spoken that certainly workers should 
get their due share in the prosperity 
of the concern.  About that there can 
be nt> two opinions.  We are  our­
selves very much anxious  to  find
some norms to fix, if it is  possible, 
the bonus from the profits and  also 
otherwise.  But the difficulty, as hon. 
Members who are themselves  field- 
workers, know, is that nobody  has 
been able to find an all satisfactoiy 
solution.  Some solution  has  been 
found for current bonus about which 
there is some opposition from  some 
quarters.  We hope that in course of 
time that also will subside and the 
system which has become popular in 
some of the industries in some  parts 
of the country  will  become  more 
popular elsewhere also and  perhaps 
that may be adopted universally  by 
trade union workers everywhere.

My hon. friend Shri Tripathi men­
tioned about profits.  That is  true. 
But if there is loss that also has to be 
taken into consideration.  While mak­
ing rules or frammg  legislation all 
the possible contingencies have to be 
taken  into  consideration  and  not 
profit alone.  I do not agree with the 
remarks that the BiU is defective in 
that respect, because that particular 
provision cannot find a place in  the 
Industrial  Disputes  Act.  As  hon. 
Members know,  we are  appointing 
wage boards for some of the import­
ant industries.  Perhaps it may  be 
possible for the wage board to  give 
some consideration to the suggestion 
the hon. Member has made and this 
effort will of course continue. It is an 
important matter not only from  the 
worker's point of view, but also from 
the point of view of the industry. It 
cannot be given up as it is and wiU 
be  continued  through  the  wage
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boards and other sources.  I hope that 
this explanation  will satisfy  hon. 
Members and they will  appreciate 
that we are also alive to the  issues 
that they have in mind.

BIr. Depnty-Spcaker.  The question 

is:

“That  the  Bill  further  to 
amend  the  Industrial  Disputes 
Act, 1947, as passed by the Rajya 
Sabha, be taken into considera­
tion.” .

The motion was adopted.

Clauses 1 to 3, the Enacting Formula 
and the Title were added to the Bill.

6nri AM AU; Sir. I beg to move:

"  “That the Bill be passed.”

Mr. Depnty-Speaker:  The question

is:

“That the Bill be passed.”

The motion was adopted.

BUSINESS OF THE HOUSE

Shri  Rane  (Bhusaval);  May  I 
make a request that the  House  be 
adjourned for a few minutes because 
the business has  collapsed?  Seven 
hours had been allotted for two Bills.

Mr. Depaty-Speaker: The House is 
adjourned for half an hour to meet 
again at four o’clock.

Pandit Thakur Das Bhargava (Gur- 
gaon): Why adjourn for half an hour? 
Let it be adjourned for tomorrow. As
matter of fact, the  next  motion 
about displaced persons was to come 

up on the 22nd.

Shri C. R. Nararimhan  (Krishna- 
giri): The House has already adjourn­
ed.

Pl̂ dit ThakUr Das Bhargava:  It
was by chance that on all the other 
Bills there was no debate or discussion 
^d the whole thing collapsed.  This

item was to come off on the 22nd. 
I was informed that it will be taken 
up on the  22nd.  Some  Members 
asked me whether it will come  up- 
today or they could remain absent. 
I told them to remain absent if they 
so chose as these rules were  not 
coming for discussion today.

Mr. Deputy-Speaker: That was my 
information also.  Lala Achint Ram 
enquired of me yesterday at Hissar. 
He thought that it would be coming 
up after the 21st.  If the House is of 
that view___

Pandit Thakur Das Bliargava:  It
happened like this.  I received  a 
chit from the Secretariat that  this 
will be taken up on the 22nd.  I came 
back from Hissar yesterday.  I  did 
not even look into the papers.  This 
morning Lala Achint Ram asked me 
if it was coming up today. I said, no» 
He asked, why is it so.  I said that 
I had received a chit that it will come 
up on the 22nd.  When I came to the 
House today at about 12,  and  saw 
there was some chance of the business 
coming up, I  collected  my  books. 
Though I may be ready,  the  hon. 
Minister is not ready.

Then, it is not fair to those whom 
we have asked to be not present___

Mr. Deputy-Speaker: Readiness has- 
to be known subsequently.  For  the 
present, the Minister is not here.

bandit Thakur Das Bltargava: The
Minister is not here, Lala Achint Ram 
asked me at about 9-30 this morning.
I asked him to go away because ac­
cording to the note from the Secreta­
riat which I received, liknew it was 
coming up on the 22nd.  I asked him 
to go away.  He wanted to take part 
in the debate.  If the House is to be 
adjourned, let it be adjourned to to­
morrow.

Some Hon. Members: Day after to­
morrow.

Shri C. R. Narasiitiluiii: If the busi­
ness has collapsed earlier can we not 
wait?




