A case study
On
Retrenchment 

as a subject under
Industrial Dispute
Disclaimer

All the characters in this case study are fictitious and any resemblance to any person or organization living or dead is a mere coincidence. The students have prepared this case solely as a basis for class discussion. The primary data has been generated only to support the case and is completely fictitious.

Dr. Pillai Marine Research Institute

Born with a silver spoon in the mouth, Dr. N. D. K. Pillai went through the best of the schools and colleges in his childhood and young age. His family ran the largest business of breeding sea-food and selling it in the local market in Vishakhapatnam since generations. As a young student in college, Dr. Pillai wanted to make it big in this business. He figured out that Indian farmers had little knowledge of the latest technologies and this puts them on a back foot in this industry which was growing thick and fast across all coastal areas in developed countries. Considering this he went on to pursue his doctorate from the Pacific Spirit Marine Institute in US. After returning from the US, Dr. Pillai began to work on the family business and gradually took over the reins from his father. One of his early endeavors was to establish research on new breeds and this boosted the production capacity tremendously. 

Dr. Pillai was also actively involved with the local charities and would everyday see the plight of the local fishermen and farmers. He was moved by this and vowed to help these men to develop a better standard to living. To this effect, he founded the Devadason Marine Research Institute (DMRI), Vishakhapatnam, in 2001 as a separate entity to conduct research in the field of mariculture. The institute was named in the memory of Dr. Pillai’s father Mr. Devadason Pillai. Main objective of the Institute was to develop eco-friendly technology packages for augmentation of food production and income generation opportunities in the coastal areas. The institute would develop various techniques for seed production of marine resources such as:

•
Clown fishes

•
Damsel fishes

•
Blue swimmer crabs

•
Indian edible oyster

•
Clams and Cockles

Technological up gradations made by the institute in the recent years had made tremendous improvement in the production and increased the profitability of farming systems, especially in

•
Production of pearls

•
Seaweed farming

•
Integrated farming of seaweeds and bivalves

•
Farming of crabs and lobsters

•
Intensive culture of marine shrimps

Dr. Pillai had a dream of building a research institute, with the latest technology and its work would help the local farmers and fisherman. He and a handful of other scientists built this organization as a non-profit entity and in the initial years it received it’s funding from the family business of Dr. Pillai. The institute had been growing at a very fast pace under his leadership and able guidance and was now able to support its own expenses and growth.
The initial years

Since the formation of the institute, and despite his busy business schedule, Dr. Pillai used to spend considerable time with the farmers in the nearby area to understand their needs and problems. His approach was always to have a first hand view of the situation by having a direct interaction with the concerned people. Dr. Pillai also met the fishermen, to understand their demands and concerns. This required Dr. Pillai to travel extensively across the coastal strip on Andhra Pradesh to meet these fishermen and farmers. To fulfill his mission, Dr. Pillai appointed Ms. Sangeetha Reddy as his personal assistant. She was responsible for all the clerical work related to the institute research which needed Dr. Pillai’s attention.
The appointment of Ms. Sangeetha Reddy was more because of compassion than her ability. Sangeetha was the only daughter to Sugandhi and Nageshwar. She had just completed her Bachelor in Commerce from the Osmania University, Hyderabad. Her mother had been working at the Pillai’s residence as a domestic help for several years. Nageshwar was unemployed and used to work as a daily wager on some days. On other days, he would drink and drink till he passed away. Dr. Pillai had been kind enough to provide the Reddy’s with a cottage inside his palatial residence. He was also generous towards the finances and paid for Sangeetha’s education through her school and college years. 

Nageshwar was once given a temporary job at the factory as a casual labour, but his behavior with the fellow colleagues led to his dismissal from the factory within a few weeks. Thereafter, he rarely went to any kind of regular work. His habit of excessive drinking started to have a toll on his body. Despite regular warnings from the local doctor, Nageshwar was never able to resist drinking. He finally died on 17th October 2004. It was diagnosed as a liver failure. 

Soon thereafter, to help the family of the deceased, Dr. Pillai hired Sangeetha as his personal assistant to help him out with the clerical tasks and paper work at home. Dr. Pillai paid for her and her mother’s salary from his own earnings. Sangeetha lapped up the opportunity by quickly understanding the way of Dr. Pillai’s working. Dr. Pillai was amazed at the increase in his own efficiency because of the reduced paper work that he was now able to delegate to Sangeetha. She would meticulously prepare and file all the work. For once, Dr. Pillai’s office was in prefect order. He was particularly pleased with the way Sangeetha had progressed at her job. 
Over the years, Dr. Pillai was also able to influence new scientist to come and work for the institute. The institute paid them a decent salary and provided their families with basic amenities inside a campus. The institute also provided them with the latest technology and resources to help them with their research and there was minimal hindrance from Dr. Pillai towards research work. Dr. Pillai also used his own business references to influence tie-ups with other prominent institutes in the field to help the scientists, by coordinating joint researches. With the support of the local farmers and fishermen and the dedication of Dr. Pillai the institute soon developed into a prominent local body. Dr. Pillai also asked the scientists and researchers to be actively involved with the management of the institute. He promoted the older scientists into the management and gave the institute a proper structure to ensure smooth functioning. Though the scientist knew little about management, the promotions boosted their morale, as they saw personal growth along with the growth in the institute’s repertoire. The institute was helped tremendously by this, and quickly grew to newer heights coming out with one improved technological innovation after another. It started to receive extensive coverage in various local and state level publications and its contribution towards the development in the standard of living of local farmers and fisherman was widely acknowledged.

Right since her inception on the job, Sangeetha took avid interest in the research work of the institute and would work extra hours to help Dr. Pillai in his endeavor. As the research work progressed, it needed maintenance of proper records. Dr. Pillai decided to appoint Sangeetha as a clerk for the institute and asked her to devote all her for the work of the institute. On 1st January 2007, he gave her a special New Year gift in the form of a letter of employment from the institute as a full time clerk (Exhibit 1 shows the formal appointment letter). Sangeetha was more than pleased with this and started to work with a renewed vigor. She would now work at the institute as well as the home office of Dr. Pillai to keep him updated on all developments.
The Unfortunate event

Everything was developing nicely at the institute and Dr. Pillai was beginning to devote more and more of his time towards further strengthening the institute. In the first quarter of 2007, he had been able to pen 4 new agreements with foreign companies to buy from the local farmers. He had started to travel very frequently to further develop the local fish farming business. On 28th April 2006, while Dr. Pillai was returning from Dharamasagaram village in Narsipatnam district, after his meeting with the local farmers to develop a new breed to lobsters; his car met with a major accident on the state highway. The driver died on the spot and Dr. Pillai suffered very serious head injuries. He was rushed to Vishakhpatnam by the locals in the area and hospitalized at the Apollo. Though the doctors were able to save Dr. Pillai’s life after a major surgery, he suffered from a major memory loss, which the doctors feared could be permanent.
After the unfortunate event in the life of Dr. Pillai, the family business was taken over by the other members of the family. Though the business suffered the lack of acumen that Dr. Pillai had, his pre-preparedness ensured that it was able to self-sustain its existence. This ensured that the Pillai family was well taken care of. Sugandhi continued to work full time at the Pillai residence and Sangeetha now started to work at the institute office. She now reported to the new management, but her assignments were not very clear as she had no one in particular to report to. Despite this she decided to contribute her best at work, and would file a separate copy of all documents for Dr. Pillai, in a hope that he would recover one day and take charge.
The institute was now being managed full time by the management, which after the sorry condition of Dr. Pillai, fell apart. The new leaders were hardly able to come to a consensus on any new issue, with each one emphasizing their own research areas. There seemed to be a complete lack of coordination at work. The research work suffered tremendously because of this and the local farmers and fishermen also became wary of the new practices. Seeing no way forward, the management decided to sell the institute to any organization with appropriate credentials to ensure that the institute would continue to work on its mission and stay a non-profit organization. Some of the scientists were hopeful that the new employer would ensure the same amenities, free services and independence of research work.

Termination of Employment
The institute was finally bought by Rao Fisheries on April 28th 2006. It was a well known company dealing with export of prawns and special breeds of crabs to East Asia.  The new management was determined to run the institute as a non-profit venture and to further build it, from where Dr. Pillai had left. The name of the institute was changed to Dr. Pillai Marine Research Institute (DPMRI). Exhibit 2 shows the incorporation certificate for the new company. The new management shared the same philosophies in terms on independence of research; however, the new employers were skeptical of the way the research was being currently conducted. They felt that the organization was over staffed and that a lot of money was being wasted in the name of research. The new employers quickly went about setting things right to ensure that the cash-flow leaks were plugged. The downsizing was done by terminating employees individually. Some oldies were offered VRS in the name of “Golden Handshake” and were asked to resign. Further they curtailed various facilities provided to the remaining scientists, which they felt was unnecessary expenditure. It was hardest for the non-technical staff at the institute and they were downsized in maximum numbers. The same method of Golden handshake was applied to relieve the unwanted of their duties. 
Sangeetha’s employment was terminated with immediate effect, as the new management felt that her services were not required anymore. It was very hard for Sangeetha to accept the letter of termination of her services (Exhibit 3 shows the letter). She sought an appointment with the new management to make them understand her need for the job and the diligence with which she had performed over the years. Unfortunately for her, the management denied her any appointment and communicated to her that they were determined on the decided course of action. She wrote to the new management stating that they had no reason to terminate her services and if needed, she would take the help of the law to win back the job that she had worked so hard for. Exhibit 4 shows the letter sent by Sangeetha to the new CEO. On receiving the letter and having read its contents, the CEO felt sorry for the poor girl. He directed his secretary to file this letter and send a reply to Sangeetha. He said - thank her for her contribution towards the institute, and further mention that the organization would surely consider her candidature as and when there is a suitable vacancy at the institute (Exhibit 5 shows the letter). Sangeetha received the letter after 2 days and was wondering whether or nor she should sue the new employers!!
ISSUES

1. Whether the termination of service of Sangeetha, with effect from September 9, 2006 by the DPMRI is legal or justified?

2. If it is not legal, to what relief is Sangeetha entitled?

Exhibit 1
Letter of appointment 
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Dr.Pillai Marine Research Institute (DPMRI), Vishakapatnam,
Andhra Pradesh, India

Date: September 22, 2006

Sangeetha Reddy
"Bhavanam'Fiat

M. P Calony
Vishakapatam,
Andhra Pradesh

Subject: Termination of service

Dear Ms. Sangeetha Reddy,

In reference o your letter dated September 10, 2006; we are most somy o inform
you that the decision of the management, in regards to the subject matter, is firm and
final. We once again thank you for the services rendered to the institute and assure you
that we shall cansider your candidature as and when we have a suitable vacancy at the
institute

Best regards

For DPMRI,
S~
R Prasanna ~
HR Manager =
°
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Exhibit 2
Certificate of Incorporation of Dr. Pillai Marine Research Institute
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Exhibit 3
Termination letter
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Dr.Pillai Marine Research Institute (DPMRI), Vishakapatnam,
Andhra Pradesh, India

LETTER OF TERMINATION
Date: 09 Sept 2008

Sangeetna Redcy.
“Bhavananr

4, MLV Colony
Vishakapatnam
‘Andhra Pradesh

Dear Sangestha Redcy,

This etter represents formal temmination of employment wih Dr. Pilai Marne
Research Insifue with effect flom 03 Sept 2008 as per the decison taken by the
management. The management s thankiu fo the senice rendered 1o the organisaton
‘and would ik {0 wish empioyes a good career ahead.

Vours fathuly,
For DPR
sd)

Srinvasa Rao
Director

termination





Exhibit 4
Letter from Sangeetha to DPMRI
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Exhibit 5 
Reply from DPMRI to Sangeetha’s letter 
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Devadason Marine Research Institute (DPMRI), Vishakapatnam, »
Andhra Pradesh, India ~
LETTER OF APPOINTENT

Dste: 01 Jan 2008

Sangeetha Redsy
ShavansmFist
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CASE ANALYSIS

In the event of Sangeetha deciding to sue the DPMRI Management in a labour court, three very important findings that the court would consider are: 

· Firstly, whether DPMRI (erstwhile DMPI) is an industry within the meaning of Section 2(j) of the I.D. Act. 

· Secondly whether Sangeetha was a workman within the meaning of Section 2(s) of the I. D. Act. 

· Thirdly whether the workman was in continuous service as defined under Section 25-B of the I. D. Act. 

Answers to all these questions are of paramount importance to decide upon the question of legality of the termination of the services of Sangeetha.

Whether or not the organization is an Industry 

It is evident that DPMRI (erstwhile DMPI) had been established as a non-profit organization. Its research was for the welfare of the local farmers and fishermen. The motive was to develop new breeds of sea-food and help the farmers to cultivate it. Also, there is no profit motive of the organization.

Our hon’ble apex court1 has defined the industry as any organization:
(a) Where  

i. systematic activity
ii. organized by co-operation between employer and employee the direct and substantial element is commercial 

iii. for the production and/or distribution of goods and services calculated to satisfy human wants and wishes (not spiritual or religious but inclusive of material things or services geared to celestial bliss i.e. making, on a large scale, or Prasad or (food), prima facie, there is an ‘industry’ in that enterprise,

(b) Absence of profit motive or gainful objective is irrelevant, be the venture in the public, private, joint public and private or other sector.

(c) The true focus is functional area and the decisive test is the nature of the activity with special emphasis on the employer-employee relations.

(d) If the organization is a trade or business it does not cease to be one because of philanthropy animating the undertaking.

(Ref: BANGALORE WATER SUPPLY & SEWERAGE BOARD Vs. A. RAJAPPA)

In the above case, the Supreme Court in its landmark judgment has specifically held that research institutes even if they run without profit-motive are industry. 
In this case, it has been categorically stated that the organization used to give free technical knowledge to the local farmers to help them develop seed production of various marine resources. It has been further stated that there is no profit motive on the part of the organization and that organization is engaged in research work.

Thus, by applying the principle laid down by the Supreme Court, it can be concluded that the organization is an ‘industry’ within the meaning of Section 2(j) of the I. D. Act.

Whether or not Sangeetha is a Workman

Now, the question arises as to whether Sangeetha was a workman within the meaning of Section 2 (s) of the I.D. Act. The relevant portion of the provision under Section 2(s) of the I. D. Act reads as follows:

“Section 2(s) – “Workman” means any person (including an apprentice) employed in any industry to do any manual, unskilled, skilled, technical, operation, clerical or supervisory work for hire or re-ward, whether the terms of employment are expressed or implied. For the purposes of any proceeding under this Act in relation to an industrial dispute, includes any such person who has been dismissed, discharged or retrenched in connection with, or as a consequence of that dispute, or whose dismissal, discharge or retrenchment has led that dispute.

It has been stated that Sangeetha had been working as a clerk under the management of DMRI and then under DPMRI. The management has also acknowledges the same. Thus it is quite evident that Sangeetha was a workman within the meaning of Section 2(s) of the I. D. Act.

Whether or not Sangeetha has been continuously employed as a workman

Now that we have established DMRI and DPMRI as an industry and Sangetha as a workman, the important question which arises is that whether the workman had worked continuously under the organization within the meaning of Section 25-B of the I. D. Act so as to enable her to get the benefits enumerated under Section 25-F of the I. D. Act. 
Sangeetha can claim that she was working continuously under the management till the date of termination of her work by way of refusal of employment. However, the onus lies heavily on her to substantiate that her employment was continuous with clear and cogent evidence because mere claim itself or mere oral deposition that she had worked for such period would not be sufficient to come to a conclusion that she had worked continuously within the meaning of Section 25-B of the I. D. Act.2 
Mere oral statement of the workman that she had worked continuously from 17th October, 2004 to 9th December, 2006 is not sufficient. Sangeetha can prove her employment only by the means of Exhibit 1 which states that the workman had been working from 1st January, 2006 onwards. Therefore it does not emanate from Exhibit 1 that Sangeetha had worked continuously for the requisite 240 days so as to bring her within the ambit of Section 25-B of the said act. She does not have any pay slip or any letter of appointment on an earlier date to indicate that her employment at Dr. Pillai’s residence was related to the work at the institute and that the only document provided by her does not indicate that she had worked for a period of 240 days within 12 calendar months preceding the date of her termination from service. Therefore, she would fail to prove that she had worked continuously under the Management within the meaning of Section 25-B of the I. D. Act and consequently she would not entitled to the benefits of Section 25-F of the I.D. Act.

Result 

Therefore, the termination of service of Sangeetha with effect from 9th September, 2006 by the Management can not be termed as illegal or unjustified. Thus, the termination of service of Sangeetha, with effect from 9th September, 2006 by the DPMRI is legal and justified, and that she is not entitled to any relief whatsoever under the I. D. Act.
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