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ACT:

Industrial Disputes Act, 1947-Section 2 (a) Appropriate
Gover nment - Whet her' Governnment of a State can be treated as
the 'appropriate Government’ under section 2 (a) in relation
to an industrial dispute concerning office of Regiona
Provident Fund organisation established by the Centra
Government for that State under the Enployees’  Provident
Funds and M scel | aneous provisions Act, 1952,

Words and Phrases-' Authority’ -Odinary meani ng of .

Wrds and Phrases-’ Under the authority of ’'-Meaning of.

HEADNOTE:

The CGovernnent of Karnataka State nade a reference
under section 10 of the Industrial D sputes Act, 1947
(hereinafter referred to as ’'the Act') referring Certain
di spute between the Regional Provident Fund Organisation
established by the Central Government for that State under
the Enpl oyees’ Provident Fund & M scellaneous Provisions
Act, 1952 and its enployees to the Industrial Tribunal. The
Regi onal Provident Fund Organisation raised two prelimnary
obj ections viz. that the activity carried on by the
management was not an industry and that the State Governnent
was not the appropriate Governnment under the Act in relation
to the dispute between it and its enployees. The Tribuna
negatived both the contentions. The managerment filed a wit
petition under Article 226 of the Constitution before the
Hi gh Court. The only contention urged by the managenent was
that the State Gover nnment being not the appropriate
Government  under the Act is for as the dispute was
concerned, it could not refer the dispute under section 10
of the Act. A single Judge accepted the contention. In
appeal filed by the workmen. a Division Bench of the Hi gh
Court held that the State Government was the appropriate
CGovernment for purposes of the dispute in question. Hence
this appeal by the nanagenent by special |eave against the
judgrment of the Division Bench. The nanagenent contended
that the industry in question fell under section 2 (a) (i)
of the Act as it was an industry carried on under the
authority of the Central Governnent and hence the Centra
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Government alone could act as the appropriate Governnent in
relation to the di spute concerned.
817

Al'l owi ng t he Appeal
N

HELD: In order to decide whether the Central Governnent
is the appropriate Governnent wunder the Act or not in this
case it has got to be determned whether the activity
carried on under the Provident Funds Act is being carried on
by or under the authority of the Central Covernnent as
provided in section 2 (a) of the Act. The word authority in
section 2(a) of the Act nmust be construed according to its
ordi nary neani ng and therefore nmust nmean a | egal power given
by one person to another to do an act. The words 'under the
authority of’ neans pursuant to the authority, such as
whet her the agent or the servant act under or pursuant to
the authority of his principal-or master.[821F H|

Heavy Engi neering Mazdoor Union v. The State of Bihar &
Os., [1969] 3 S CR 995 Gaham v. Public Wor ks
Conmi ssioner, [1901] 2 KB 781 and Sukhdev Singh & Os. v.
Bhagat ram Sardar Si ngh Raghuvanshi & Anr., [1975] 3 S.C. R
619, referred to

In the instant case, ~the activity carried on by the
Central Board or the State Boards under the Provident Funds
Act is one traceable to Article 43 of the constitution which
requires the State to endeavour to ‘secure by suitable
| egislation or econonmic organisation or in any other way to
all workers, agricultural or industrial or otherw se, work,
a living wage, conditions of work ensuring a decent standard
of life and full enjoynment -~ of leisure and cultura
opportunities. It is a part—of the programme of every
wel fare State which our country is. Institutions engaged in
matters of such high public interest or perforning such high
public functions by virtue of their very nature perforned
governmental functions. They are truly the agents of the
Government and they function under the authority  of the
Government as provided in the statute because the Centra
CGovernment could have for the purpose of introducing the
scheme of conpul sory contribution to the Provident fund set
up an organisation or a departnment. in the -absence of the
corporate bodies envisaged in the Provident Funds Act.
[ 823C F]

The provisions of section 5B (2) of the Provident Funds
Act which reads: "A State Board shall exercise such powers
and perform such duties as the Central Government nay assign
toit fromtime to time" clearly envisage that the State
Board is an agent of the Central Governnment. In the absence
of the State Board, the Regional Conmittee constitute under
Paragraph 4 of the Schenme is required to function under the
control of the Central Board. The Regional Provident Fund
Conmi ssi oner who is appointed by the Central CGovernment is
al so under the control of the Central Board and the Centra
CGovernment . [824B-(]

Having regard to the various of the Provident Funds Act
and the nature of the business carried on by the Centra
Board, the State Board, the Regional Comittee and the
Regi onal Provident Fund Conmi ssioner, this Court is of the
view that the Division Bench of the High Court was not right
in holding that the State Governnent was the appropriate
CGover nient under
818
section 2 (a) of the Act in the matter of industria
di sputes arising between the managenent and t he worknen of
t he Regi onal Provident Fund organi sation. [854D E]
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JUDGVENT:

ClVIL APPELLATE JURISDICTION: Civil Appeal No. 3796 of
1984.

Appeal by Special leave fromthe Judgnent and Order
dated the 24th & 27th of Septenber, 1982 of the Karnataka
H gh Court in WP. No. 1089 of 1981

V.C. Mahajan, RN Foddar & N.S. Das Behi, for the
Appel | ant .

A. K. Goel for the Respondent.

The Judgrment of the Court was delivered by

VENKATARAM AH, J. The question for consideration in
this appeal by Special Leave is whether the Governnment of a
State can be treated as the 'appropriate Governnent’ under
section 2(a) of the I'ndustrial D sputes Act , 1947
(hereinafter referred to as ’'the Act’) in relation to any
i ndustrial dispute concerning the office of the Regiona
Provident -~ Fund organisation established by the Centra
CGovernment for that State wunder the Enployees’ Provident
Funds and M scel | aneous Provisions ~Act, 1952 (hereinafter
referred to as 'the Provident Funds Act’).

The facts of the case are these: The Covernnment of
Karnat aka nade a reference wunder section 10 of the Act
referring a certain dispute between the Regi onal Provident
Fund organi sation established under the Provident Funds Act
for the State of ' Karnataka and its enployees to the

Additional Industrial Tribunal, ~Bangalore ‘and the said
reference came to be registered as A 1.D. 3 of 1979 on the
file of the Tribunal. Before the Tribunal" the Regiona

Provi dent Fund organisation raised anong other pleas two
prelimnary objections to the reference viz. ‘that the
activity carried on by the managenent was not an industry
and that the State Governnent was not the appropriate
Governnment under the Act in relation to the dispute between
it and its enployees. The Tribunal took up for consideration
the two issues arising out of the above two objections first
and after hearing the managenent and the worknmen negatived
both the contentions of the nanagement.

819

It held that the business carried on by the Regional
Provi dent Fund Organisation was an industry and that the
State Governnent was the appropriate Governnent under the
Act .

Aggrieved by the above findings of +the Tribunal the
managenment filed a wit petition under Article 226 of the
Constitution before the H gh Court of Karnataka questioning
the correctness of the said findings. Before the |[earned
Singl e Judge who heard the wit petition the nanagenent did
not, however, press its case as regards the finding that the
Provident Fund organisation was an industry. “The only
contention urged by it was that the State Government' being
not the appropriate Government under the Act in so far as
the dispute was concerned it could not refer the dispute
under section 10 of the Act. The learned Single Judge
accepting the said contention of the managenent quashed the
reference. Aggrieved by the decision of the |earned Single
Judge, the workmen filed an appeal before the Division Bench
of the H gh Court. The Division Bench reversed the decision
of the learned Single Judge and held that the State
Government was the appropriate Governnment for purposes of
the dispute in question. The nanagenment has filed this
appeal after observing the leave of this Court under Article
136 of the Constitution against the judgment of the Division
Bench.
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Under section 10 the Act, where the appropriate
CGovernment is of opinion that any industrial dispute exists
or apprehended, it may at any tinme by order in witing refer
the dispute or any matter appearing to be connected with, or
rel evant to, the dispute, whether it relates to any nmatter
specified in the Second Schedule or the Third Schedule to
the Act, to Tribunal for adjudication. Section 2(a) of the
Act defines the expression 'appropriate Governnent’ as in
relation to any industrial dispute concerning any industry
carried on by or wunder the authority of the Centra
Government or by the industries specified in clause (i) of
section 2(a) of the Act, the Central Government and in
relation to any ot her i ndustrial dispute, the State
Covernnment. It nmay be stated here that the organisation
under the Provident Funds Act was not one of the industries
specified in section 2(a)(i)  of the Act when the reference
was made in this -case. The contention of the managenent is
that the industry in question falls under section 2(a)(i) of
the Act as it is an industry carried on under the authority
of the Central Government and hence the Central Government
al one can-act as the appropriate Governnment in relation to a
di spute concerning it.

820

Entry 24 of the concurrent List in the Seventh Schedul e
to the Constitution specifically refers. to the subject
"enpl oyees’ provident’ funds’. The Central Government coul d
have, if it intended to do so, started a provident funds
scheme for the benefit of the workers in exercise of its
executive power. Before any such action was taken the

subj ect of | egi sl ation f or instituting conpul sorily
contributory funds in industrial undertakings was di scussed
sever al times at tripartite neeti ngs in whi ch

representatives of the Central and State Governnents and of
enpl oyers and workers took part. Utinmately it was deci ded
that the Central Government  should initiate appropriate
legislation in Parlianment for the said purpose. Accordingly
an ordi nance was issued in 1951 incorporating the decisions
arrived at such neetings. Later on in 1952 the Provident
Funds Act cane to be passed replacing the ordinance. The
Provi dent Funds Act contenplates the adm nistration of the
Scheme franmed under section 5, the Family Pension Schene
franmed under section 6A and the Enployees' Deposit-Iinked
| nsurance Scheme, under section 6C(1) of that Act. The
Provi dent Funds Act applies to the whole of India except the
State of Jammu and Kashmir. Under section 5A of the
Provi dent Funds Act the Central Board of Trust ees
(hereinafter called 'the Central Board') is constituted by
the Central Government to administer, subject to the
provi sions of section 6A and section 6C, the fund vested in
it in such manner as nay be specified in the Scheme and to
perform such other functions as it nay be required to
perform by or under the provisions of the Scheme, the Famly
Pensi on Scherme and the Insurance Scheme. Under section 5B of
the Provident Funds Act the Central Governnent may, after
consultation wth the Governnent of any State, by
notification in the Oficial Gazette, constitute for that
State a Board of Trustees which is for purpose of brevity
referred to as the State Board in such manner as nay be
provided for in the Scheme. The crucial provision in section
5B which, if we may say so with respect, has mssed the
attention of the Division Bench of the Hi gh Court is sub-
section (2) thereof. It says that a State Board shal

exerci se such powers and perform such duties as the Centra
Governnment nmay assign to it from time to tine. Under
Paragraph 4 of the Schenme franed under the Provident Funds
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Act, it is provided that until such tinme as a State Board is
constituted for a State the Central Governnent may set up a
Regi onal Committee for the State which will function under
the Central Board. There are three funds which are created
by the Provident Funds Act. They are-(i) The Fund i.e. the
Provi dent Fund

821

establ i shed under the Schene, (ii) the Fam |y Pension Fund
established under the Fanmily Pension Schene and (iii) the
I nsurance Fund established under the Insurance Scheme. They
are not confined to ans particular State or Regi on. Each of
themis a fund into which the anobunt collected under the
respective Schenes is credited irrespective of the State or
the Region where they are collected. Under Paragraph 54 of
the Schene all expenses relating to the adm nistration of
the fund including those incurred on Regional Conmittees
have to be met  from the Fund. For purposes of the
adm ni stration of the provident  Funds Act, the appropriate
Government in- relation to an establishment belonging to or
under the control of the Central Government or in relation
to an establishnent connected wth a railway conpany, a
maj or port, a mne or an oil field or a controlled industry
or in relation to an establishment having departnment or
branches in nore than one State is the Central Governnent
and in relation to any other establishment, the State
CGovernment under section 2(a) of the Provident Funds Act. W
are not concerned with this definition in this case as the
guestion to be decided arises under-the Act. The Provident
Funds Act and the Scheme clearly show that the Centra
Government has the final voicein many matters  including
appoi ntnents to various offices referred to therein. It is
not necessary to refer to then in detail here:

What has got to be determined in this case is whether
the activity carried on wunder the Provident Funds Act is
being carried on by or under the authority of the Centra
Government as provided in section 2(a) of the Act or not in
order to decide whether the Central Governnent/ is the
appropriate authority wunder the Act or not. Section 2(a) of
the Act cane up for consideration by this Court in Heavy
Engi neeri ng Mazdoor Union v. State of  Bihar & Os.(’) The
Court observed in that case that there being nothing to the
contrary, the word "authority’ in section2(a) of the Act
nmust be construed according to its ordinary neaning and
therefore must nean a |egal power given by one person to
another to do an act. The words ’'under <the authority of’
were construed by this Court in that case as  neaning
pursuant to the authority, such as where an agent or a
servant acts wunder or pursuant to the authority of. his
principal or naster. Applying this test, the Court held that
a manufacturing industry carried on by a conpany regi stered
under
822
the authority of the Central CGovernnent even though the
entire capital of the conmpany had been contributed by the
Central Governnent and under Articles of Association of the
conpany the Central CGovernment could exercise control over
the affairs of the conpany. The Court, however, proceeded to
observe that the question whether a corporation is an agent
of the State would depend upon the facts of each case. It
referred to the decision in Gaham v. Public Wrks
Conmi ssioner(1l) and said that where a statute setting up a
Corporation so provided, such a Corporation could be easily
identified as the agent of the State and that it was
possible for the Crown with the consent of Parlianment to
appoi nt or establish certain officials or bodies who were to
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be treated as agents of the Crown even though they had the
power of contracting as principals. Merely because the
of ficials of Government or certain bodies constituted by the
CGovernment for purposes of administration are given the garb
of a statutory corporation they do not cease to be what they
truly are.

At this stage it is appropriate to refer to certain
observations nade by Mathew, J. in Sukhdev Singh & Os. v.
Bhagat ram Sardar Si ngh Raghuvanshi & Anr.(2) on the true
characteristics of public corporations established under a
statute. The | earned Judge observed at page 646 thus:

"A public corporation is a | egal entity
established normally by Parliament and always under
| egal authority, wusually in the form of a specia
statute, charged with the duty of carrying out
speci fied governnental functions in the nationa
interest, those functi ons being confi ned to a
conparatively restricted field, and subjected to
control by the executive, while the corporation renmins
juristically an i ndependent - entity not directly
responsible to parlianment. A public corporation is not
generally a multi-purpose authority but a functiona

organi sation created for a specific purpose. It has
generally no shares or shareholders. Its responsibility
generally is /to Governnent. |Its administration is in

the hands of 5a Board appointed by the conpetent

M ni ster. The enployees of public corporation are not

civil servants. It is in fact,
823

likely that in due coursea special type of training
for specialized form of public service wll be
devel oped and the status of the -personnel of public
corporation may nore and nore closely approximte to
that of civil service without formng part of it. In so
far as public corporations fulfil public tasks on
behal f governnent, they are public authorities and as
such subject to control by governnment."

In the instant case, it 1is to be noted ‘that the
activity carried on by the Central Board or the State Boards
under the Provident Funds Act is not sinilar to the activity
carried on by any private trade or nmanufacturing business
like the one involved in the case of the Heavy Engineering
Corporation’s case (supra). The activity is one traceable to
Article 43 of the Constitution which requires the State to
endeavour to secure by suitable |legislation or economc

organi sation or in any ot her way to all wor ker s,
agricultural or industrial or otherwise, work, a living
wage, conditions of work ensuring a decent standard of life
and full enjoynent of l|eisure and social and cultura

opportunities. It is a part of the progranme of /every
wel fare State which our country is. Institutions engaged in
matters of such high public interest or perforning such high
public functions as observed by Mathew J. in Sukhdev Singh’s
case (supra) by virtue of their very nature performed
governmental functions. They are truly the agents of the
CGovernment and they function wunder the authority of the
CGovernment as provided in the statute because the Centra
CGovernment could have, for the purpose of introducing the
schene of compul sory contribution to the provident fund, set
up an organisation or a departnment in absence of the
corporate bodies evisaged in the Provident Funds Act. The
Di vi sion Bench of the High Court was in error in observating
that an examination of the organisation showed "that the
activities of the Provident Fund® organisation are not
governmental in character as they are essentially part of
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the activities of various industries to which the Provident
Funds Act applies.” W have no doubt that the business of
the Provident Funds organisation is government al in
character and does not pertain to industry to which the
Provi dent Funds Act applies. The managenent and wor knen of
i ndustries to which the Provident Funds Act applies
contribute to the funds established under that Act. The
busi ness of the statutory bodies functioning under that Act
is not the business of industries whose nanagenents and
wor kimen

824

make contributions to the said funds. |In addition to the
above feature, the provisions of section 5B (2) of the
Provident Funds Act which reads: "A State Board shal
exerci se such powers and perform such duties as the Centra
CGovernment may assign to it from tine to tinme" clearly
envi sage that the State Board.is an agent of the Centra
Governnment. In the absence of the State Board, the Regiona
Conmittee constituted under Paragraph 4 of the Schene is
requi red to function under the control of the Central Board.
The Regi onal Provident Fund Conmi ssioner who is appointed by
the Central Governnent is also under the control of the
Central Board and the Central Governmnent.

Having regard to the various " provisions of the
Provi sions Funds Act and the nature of the business carried
on by the Central Board, the State Board, the Regiona
Conmittee and the Regional Provident Fund Comm ssioner, we
are of the view that the Division Bench of the Hi gh Court
was not right in holding that the State Government was the
appropriate Govt. under section 2(a) of the Act in the
matter of industrial disputes-arising between the nmanagenent
and the worknen of the Regi onal Provident Fund organi sation
It has to be nentioned here that even the |earned counse
for the worknen fairly stated that the Central Governnent
was appropriate Covernment under the Act in so far as the
di spute in question is concerned He, however, submtted that
the Central Governnent nay now be directed to refer the
di spute pending before the Tribunal at Bangalore to an
I ndustrial Tribunal quickly as the case has been pending for
nearly 5 years. We have no doubt that the Central Governnent
will imediately consider the above question - and take
appropriate action.

In the result the order of the Division Bench of the
Hi gh Court is set aside and the order of the |earned Single
Judge is restored. The reference made by the State
Covernment is quashed. The appeal is accordingly allowed.

No costs.

H S K Appeal al | owed.
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