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In the present era of industrial disputes and inflation in the market, it is common for the 
workers to put forth their demands by way of a charter of demands. After the charter of 
demands is received by the management, there begins the process of collective 
bargaining which either ends up in a settlement or not. A settlement is a meeting point of 
both the management as well as the union wherein they concur upon certain conditions of 
service to be adhered for the forthcoming three years. This sort of a settlement is arrived 
at under section 2(p) of the Industrial Disputes Act, 1947. Sometimes the settlement takes 
place before the conciliation officer, and is considered another species of settlement. The 
process of coming to the settlement is, many a time navigated by the conciliation officer, 
who works as a catalyst to ensure that an amicable settlement is reached between rival 
adversaries, which most of the time of the union is on the one hand and the management, 
on the other. Reaching a settlement, many a times sales the industry from being a victim 
of the industrial unrest and the situation, taking a serious turn which affects not only the 
rival parties, but also the society in general. The government to senses the sigh of relief 
when a settlement is reached as the object of the Industrial Disputes Act, 1947 remains 
fulfilled in that situation, making the industry save itself from industrial unrest, and make 
it prosper in the years to come.  
KEYWORDS -Settlement, Conciliation Officer , Workers, Union 
India has been a land of industrialists and entrepreneurs since a thousand years or more. 
In the earlier days craftsmen and artisans from India were well known all over the world. 
In the real sense industrialisation began in India with the advent of the Industrial 
Revolution. The spinning jenny was  invented somewhere and the electric bulb invented 
in some other part of the globe. Industrialisation in India however was at a retarded pace 
in the 18th century however but at the fag end of the 18th century there was a 
mushrooming of industries in major cities of India. As technology developed and India 
reached the next century there was a phenomenal growth in the number of industries and 
the people running them. This also gave rise to new class of people, the middle-class. The 
industries were to be manned from people all over India and thus came into picture not 
only mechanical industries but also service industries. On the eve of Indian independence 
all industries including the service industries were in the lead and started making brisk 
business. People in India to imported Western ideas and then came into existence 
hospitals, clubs and many other business centres. After Indian independence much 
emphasis was laid in the first five year plans and then in the remainder on 
industrialisation. India today boasts of making indigenous products from a safety pin to a 
satellite.  

Abstract 
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However, no sooner the employees understood that the employer is making profits. The 
rightfully claimed that the said profits are earned by the employer due to the labour which 
is contributed in the said industry. The workers wanted a share in the profits and they 
started submitting charter of demands, wherein legislative, economic, welfare and 
economic demands were put forth before the management. Then started the process of 
collective bargaining. Sometimes, an agreement was reached between the unions as well 
as the managements and sometimes it leaded to an industrial unrest. Today is  a time 
when India can ill afford any industrial unrest. However, the very scheme of the 
Industrial Disputes Act, 1947, is such that it contains the machineries of settlement, 
which are embedded within the Act itself. One of the provisions for preventing the 
escalation of any dispute which might lead to an industrial unrest is the process of 
entering into a settlement with the union or the workers and putting it into black-and-
white forest stipulated period of time so that there is no industrial unrest and the workers 
to have a feeling that they have got a fair share of the profits. For the above, a settlement 
needs to be entered into between the management as well as the union as regards the 
charter of demands which are submitted by the union for which the reaching of a 
settlement is an appreciable step.    
A settlement is defined in section 2 (p) of the industrial disputes act 1947 
type section "2.(p) 'settlement' means a settlement arrived at in the course of conciliation 
proceeding and includes a written agreement between the employer and workmen arrived 
at otherwise than in the course of conciliation proceeding where such agreement has been 
signed by the parties thereto in such manner as may be prescribed and a copy thereof has 
been sent to an officer authorised in this behalf by the appropriate Government and the 
Conciliation Officer." 

The word settlement ordinarily means, an official agreement, which puts an end to every 
argument. It is also an arrangement to end a disagreement involving some law, which has 
not been abided by, without taking the issue to the court of law or it may also amount to a 
money element paid in purse once of such arrangement. 

     The object of the Industrial Dispute Act 1947 is basically, to settle disputes. It would 
be vain thing to imagine in India when you visit ,every company see red flags at the gate, 
thereby suggesting that the workers are on strike. Upon enquiring, it is discovered that 
there is a dispute between the management and the union. There is industrial unrest and 
the workers share a common feeling of hostility against the management. The industrial 
production would be in a shambles if every industry in India were to have red flags at the 
gates, and the idea of making India prosperous and developed would be far. There was to 
be some mechanism to be present within the Industrial Disputes Act 1947 itself, which 
could prevent the disputes and this was a fact which was not overlooked by the 
lawmakers. 
        The term “to settle”, has several meanings, although, the idea generally is an 
amicable settlement between warring adversaries. To “settle” is to decide between the 
contesting parties, by arrangement. Some of the meanings of the word” settlement” are 
worth considering. To “settle” means: 
a: to fix or resolve conclusively or settle the question  
b:  to establish or secure permanently , to resolve 
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c:  to conclude (a lawsuit) by agreement between parties usually out of court  
d:  to close (as an account) by payment often of less than is due  
e:  to arrange in a desired position  
f:  to make or arrange for final disposition 
 
      The idea of settlement is to finally resolve the dispute in question. Industrial peace is 
the object of settlement. 
It is held in, National Textile Corporation Ltd v. Shree Yellama Cotton Wool And Silk 
Mills Staff Association1 that,” ensuring industrial peace and according cordialities 
between the parties during the period agreed upon through the settlement that is entered 
into is the object of such a provision. By extension of the settlement by operation of law, 
the same position should continue. The dispute could not have been raised by the parties 
as the option to terminate the settlement was given to them even though, it wasn’t 
adopted. However, it is to be borne in mind that every settlement is an arrangement to an 
agreement, but every arrangement or agreement is not a settlement. An agreement or 
arrangement cannot be considered as a settlement merely because it is called a settlement 
by the parties to the dispute. Agreement or arrangement is included in a memorial of the 
settlement which is signed by the parties to the dispute. 
There are many such kinds of settlements which parties entered into. 

i) oral settlements, which parties even abide 
ii)  written settlements 
iii)  registered settlements 
iv) memorandum of understanding 
v) minutes of memorandum of understanding 
vi) minutes of discussion and meetings 

However all the above cannot be construed as settlements within the meaning of section 2 
(p) of the industrial disputes act 1947. 

 
        The Industrial Disputes Act 1947, basically envisages two types of    
        settlements 
i) a settlement is arrived at in the course of conciliation proceedings i.e., a 

settlement which is arrived at before the conciliation officer through the 
conciliation proceedings, and whose duty is to promote right settlement and to 
do everything in his power to encourage the parties to settle the dispute fairly 
and amicably, ensuring that the settlement does not lead to miscellaneous 
litigations 

ii)  a settlement which is an agreement in writing not arrived at through 
conciliation, between the employer and his workmen. In Tata Chemicals Ltd 
v. Workman,2 it was held that, analysing Section 2(p) shows that it envisions 
two classes of settlement.-(i) a settlement which is arrived at in the course of 
conciliation proceeding i.e. with the aid and correspondence of a Conciliation 
officer who is bound to promote a right, fair and amicable settlement, and (ii) 
an agreement between employer and workman, in writing, which is not 
arrived at through conciliation. 

                                                 
1  AIR 2001 SC 652 
2 AIR 1978 SC 828 
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        However, not every written agreement of the latter kind constitutes a settlement 
within the definition. There must be a satisfaction of two conditions, namely; 
a) the signatures of the parties must be in the prescribed manner 
b) a copy of the settlement must be sent to the appropriate authorities, as stated in 

Section 2 (p) of the act. Essentially, due to the above reasons, a memorial of 
understanding cannot be considered as a settlement, and this has been observed in, 
Voltas Employees Union, Mumbai v. Voltas Ltd,3 Mumbai, wherein it is held 
that,” the effect of an MOU between the parties does not bind them or it should 
not be considered by the Industrial Tribunal while considering the termination of 
the application under Section 25-O would be inappropriate, irrational and far too 
technical. Thus, the Tribunal must consider the effect of the MOUs while 
considering the closure application. 
 

What is contained in a settlement? 
          A conclusion of an agreement, in consonance with the charter of demands put forth 
by the union is a settlement. The demands can be classified as: 

i. Economic demands. For example a wage rise 
ii. The betterment of service conditions. For example increase in leaves and holidays 
iii.  Betterment in work conditions. For example better shoes and Uniform  
iv. Recreational demands. For example, a picnic at the cost of the company 
v. Demands in addition to what has been already granted by the legislature. For 

example asking for gratuity more than that is allowed by the Ac 
vi. Miscellaneous demands  which may vary from company to company 
vii. Productivity linked demands on behalf of the management where some economic 

gains are made by the workers for an agreed productivity. 
 
  Section 18(3) of the industrial disputes act 1947, indicates the effect of the settlement 
which is arrived at, through conciliation and subsection (1) of the act indicates the effect 
of a settlement which is a written agreement between the employer and his workmen. It 
was held in Jhagrakhan Collieries v. Central government industrial tribunals, labour 
court, Jabalpur4 that,’ i) A scrutiny of sec. 18 of the Act clarifies that a settlement arrived 
at in the course of conciliation proceedings binds not only on the actual parties to the 
dispute, but also their heirs, successors or assigns of the employer on the one hand, and 
all the workmen in the establishment, present or future, on the other. Since the finding of 
the High Court to the effect, that the settlement between the then Panchayat and the 
management cannot be deemed a, settlement arrived at in the course of conciliation 
proceedings under the Act, now stands unassailed, sub-sec. (3) of sec. 18 cannot be 
invoked to make it binding on the Respondents. An agreement which is implied either 
by consent or demeanour, such as taking a benefit under an agreement to which, the 
consenting or accepting worker was not a party, which is not under the purview of the 

                                                 
3 2003, LLR 259 ( Bombay) 

 
4 AIR1975 SC 171 
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Act. Thus, it is non-binding on such a worker either under sub-sec. (1) or under sub sec. 
(3) of sec. 18 of the Act. 
 
 In the course of conciliation proceedings, when a settlement is arrived at, it essentially is 
a tripartite settlement, wherein the parties are involved, namely, 

a) the conciliation officer 
b) the management 
c) the workers or the union. 

In the case above, the duty imposed under section 12 (3) of the industrial disputes act is 
that the conciliation officer shall get the parties to sign a memorandum and shall then, 
send it to the suitable authority. The Supreme Court held in, New Standard Engineering 
Company V. N L Abhyankar5 that, in order to easily bring about such a settlement which 
is practical and effective, it is unnecessary that it must be arrived at only via conciliation. 
Section 2(p) defines such a settlement between the employer and the workman, which is 
signed by both in the manner provided for under Rule 58(2) of the Industrial Disputes 
(Central) Rules. 1957 and which is not arrived at through conciliation. A copy of such an 
order must be sent to the appropriate authority. 
 
Section 18(1) of the Industrial Disputes Act is applicable when an agreement, i.e. a 
settlement, is arrived at by the employer and his workmen, but not through conciliation. 
According to Section 2 (p) of the act, a written agreement between the employer and his 
workmen arrived at otherwise than in the conciliation proceedings is a settlement with 
such an agreement that has been signed by the parties in the prescribed manner and which 
is sent to the authorised officer. This agreement or settlement is binding on the parties as 
is held in the cases above.6 

 
        The Trade Unions Act 1926 usually governs trade unions and their functions. 
The Act contains several duties and regulations, which are binding upon the unions 
for passing of resolutions, etc. The Supreme Court held in, Brooke Bond India Ltd v. 
Workmen7 that , unless the office bearers of the union, who signed the agreement of 
the settlement are authorised by the executive committee of the union to enter into a 
settlement in accordance with the Constitution of the said union, the competency to 
sign the said settlement does not arise with any of the employees of the said union 
except in accordance with the Constitution. The office bearers are the supposed to 
sign the settlement. If at all the Constitution allows or empowers them to sign the 
settlements west to bind upon other workers. In the absence of the above, the 
settlement so-called entered cannot be said to be a settlement within the meaning of 
section 2(p) of the Industrial Disputes Act, 1947. 
      A union usually represents a group of workmen, as a solitary workman is 
incapable of challenging the soundness of the settlement which is arrived at in the 
course of conciliation proceedings, by claiming that he hadn’t signed the settlement, 
even though it was signed and executed by the representatives who were authorised 
by the workers, for example, the general secretary. 

                                                 
5 AIR 1978 SC 99882 
6 Ibid 
7 AIR 1981 SC 1660 
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Section 2(p) of the act states that condition that although a copy of the settlement is to 
be forwarded to the appropriate government, failure in doing so will not invalidate the 
settlement. This has also been held in Steel Authority of India Ltd. V. Mohd Shamshad 
Ansari.8 

 
   Settlements with registered unions and with recognised unions stand on a different 
footing altogether as more privileges are accorded to recognised unions than to 
registered unions. The Maharashtra Recognition of Trade Unions and Prevention of 
Unfair Labour Practices Act 1971 enshrines the rights of recognised unions more 
particularly. In Sarva Shramik Sanghatna, Bombay V. Bombay Dyeing And 
Manufacturing Co. Ltd,9 the petitioner, an unrecognised union challenged the 
agreement which was arrived at by the respondent company and the recognised 
union. It was held that, the court need not interfere on the merits and further, as the 
petitioner did not have the locus standi to challenge the agreement entered into by the 
recognised union, as it was an unrecognised union. 
 
Thus, the parties must settle in order to ensure an amicable settlement of disputes. On 
the other hand, before a settlement is reached, the management must answer 
sufficiently, each and every facet of the dispute as well as, a charter of demands, if at 
all one is submitted by the union and every class of the charter with its application in 
mind. If the said application of every class of the settlement is lacking, the 
management must answer for any vagueness in the settlement, before the court. In 
addition to this, it may lead to another industrial dispute which can cause unrest 
amongst the workers. Thus, if a settlement is not handled properly, it may lead to 
another industrial dispute which India cannot afford. Thus, it is not only the duty of 
the union but also of the management and of the conciliation officer, if the settlement 
is signed before him, so that not even an iota or leeway for any future industrial 
dispute is risked. The object of the industrial disputes act is to settle industrial 
disputes which cannot be forgotten, and thus the very idea of settlement puts every 
industrial dispute to a halt and saves not only society’s time, and of the courts, but 
also of the management and the industrial workers.  Saying that settlement is a 
phenomenon is not an exaggeration wherein, the cult of the industrial workmen lies. 
It is here the workman takes refuge and relies on all the papers which are signed by 
him, and on the off behalf of the management, which is called as the above said 
settlement and which is referred to as a Bible for the further interpretation of the 
service conditions and all the elements of a future dispute, which are well answered, 
as there are addressed  in the settlement itself. 
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