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Dear Learner,

It is with great pleasure that I welcome you to the Four Year UG Programme offered by Sreenarayanaguru
Open University.

Established in September 2020, our university aims to provide high-quality higher education through open
and distance learning. Our guiding principle, ‘access and quality define equity’, shapes our approach to
education. We are committed to maintaining the highest standards in o ademic offerings.

Our university proudly bears the name of Sreenarayanaguru, ance thinker of modern

India. His philosophy of social reform and educational empowe onstant reminder of our

dedication to excellence in all our academic pursuits.

The course Business and Corporate Laws is offered
designed to provide learners with a foundational unde
corporateentities. Coveringkeyaspectssuchas contra

for BCOM and BBA (Honours). Itis
frameworks governing businesses and
,andregulatory compliance, the course

supplementary knowledge that compl j of study. These allied subjects broaden your
anding, and develop versatile skills. By exploring

Our teaching method
Counselling, and Virtual
experience, overcoming the limitatio
programme will enhance your
paths and further academic pursuits.

three key elements: Self Learning Material, Classroom
nded approach aims to provide a rich and engaging learning
ten associated with distance education. We are confident that this
tanding of management principles, preparing you for various career

Our learner support services are always available to address any concerns you may have during your time
with us. We encourage you to reach out with any questions or feedback regarding the programme.
We wish you success in your academic journey with Sreenarayanaguru Open University.

Best regards,

@i

Dr. Jagathy Raj V.P.
Vice Chancellor 01-10-2026
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Constitution and Labour Laws

Learning Outcomes

After completing this unit, the learners will be able to:
¢ explain the role of constitutional principles in Indian labour laws

¢ analyse the importance of labour legislation in promoting industrial
peace and social justice

¢ explain the concept of equal pay for equal wotk and its constitutional
basis

¢ identify the labour-related implications of Articles 19,21, 23 and 24

Prerequisite

The evolution of labour daws in India 1s“elosely associated with the growth
of industrialisation and the need 0 protect workers from unfair and unsafe
employment conditions. During the early stages of industrial development,
workers in textilegmills, plantations¢ and mines often faced long working
hours, inadequate wages and“umsafe workplaces. The absence of adequate
legal protection frequenitly tesulted in disputes, strikes and lockouts, affecting
both workers and“industrial productivity. The enactment of the Factories Act,
1881, marked an important early step towards regulating working conditions,
particularly in factories: Later, legislations such as the Trade Unions Act, 1926
and the Payment of Wages Act, 1936, strengthened the legal framework by
recognising trade union activities and providing safeguards relating to the timely
and proper payment of wages. These developments reflected the gradual shift
towards a more regulated relationship between employers and employees.

After independence, the Constitution of India provided a broader foundation
for labour protection through Fundamental Rights and the Directive Principles of
State Policy. More recently, several central labour laws have been consolidated
into four Labour Codes dealing with wages, industrial relations and social
security. The consolidation seeks to simplify and rationalise labour regulations
while continuing to provide statutory protection to workers.
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Labour Laws, Fundamental Rights, Equality Before Law, Equal Pay,
Article 14, Reservation, Public Employment, Human Dignity, Employment Rights

Discussion

1.1.1 Concept of Labour Laws

Work is an essential component of economic activity and social development, making
the regulation of employment relationships an important responsibility of the legal
system. The relationship between employers and employeesiinvolves matters such as
wages, working hours, workplace conditions, safety, social seeusity and the rights and
responsibilities of both parties. Without an appropriate legal framework, differences in
bargaining power may lead to unfair employment practices and exploitation. Labour
laws therefore provide the necessary frameworkfonestablishing minimum standards of
employment and ensuring fairness in the wérkplace.

Labour laws comprise the legal and regulatory provisions that govern the relationship
between employers and employees. They establish standards for employment and seek
to protect workers from unfaigffreatment and exploitation while promoting orderly
industrial relations. These laws$ cover various aspects of employment, including wages,
working hours, leave, workplace health and safety, social security and the settlement of
industrial disputes.

The need for labour lawssarose from the recognition that employment involves
more than an economiefexchange between an employer and an employee. Workers
require fair treatment, dignity, seéeurity, and safe working conditions. With the transition
from agrarian economiesgtodindustrial economies, the absence of effective regulation
resulted in widespread problems such as excessively long working hours, low wages,
child labour and unsafe working environments. These conditions highlighted the need
for government intervention through legislation to establish minimum standards of
employment and protect workers’ interests.

1.1.2 Purpose of Labour Laws
1. Protection of Workers’ Rights

Labour laws protect workers from exploitation, unfair treatment, discrimination
and unsafe working conditions. They establish minimum standards relating to wages,
working hours, workplace safety and other conditions of employment.
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2. Regulation of Employment Conditions

Labour laws regulate the terms and conditions of employment to ensure that both
employers and employees understand their rights and responsibilities. They cover areas
such as working hours, wages and welfare facilities.

3. Promotion of Industrial Peace

Labour laws provide mechanisms for resolving disputes between employers and
employees. By establishing procedures for negotiation and adjudication, they help
reduce industrial conflicts and promote harmonious workplace relationships.

4. Promotion of Social Justice

Labour laws seek to create a fair balance between the interests of employers and
employees. By establishing minimum employment standards and protecting vulnerable
workers, they contribute to equality, dignity of work and social justice.

5. Ensuring Health and Safety at the Workplace

Another important purpose is to protect employees from Werkplace accidents,
occupational diseases and unsafe working conditions.)Labour legislation may require
employers to provide appropriate safety measures, protéctive equipment, sanitation,
ventilation, emergency arrangements and /Other welfare fa€ilitics. These provisions
promote a workplace in which employees €an perform their duties without unnecessary
risks to their health and safety.

6. Supporting Productive Employment

A stable labour-law framework candontribute to an orderly working environment.
When employees understand \ their rights and employers understand their legal
responsibilities, uncertainty and conflict caftbe reduced. Fair employment practices, safe
working conditiong‘and stable industrial relations can support employee participation
and organisational produetivity.

1.1.3 Constitutionand Labour Laws
i.  Constitution as the Supreme Law

The Constitution of India is the supreme law of the land and provides the foundation
for all legislation, including labour laws. It enshrines the principles of dignity, equality
and social justice, which underpin the Labour Codes. Key provisions such as Article
14 (Equality before law), Article 16 (Equality of opportunity in public employment),
Article 19(1)(c) (Right to form associations or unions, subject to reasonable restrictions),
Article 21 (Right to life and personal liberty), Article 23 (Prohibition of forced labour),
and Article 24 (Prohibition of child labour) form the constitutional bedrock of labour
protections. The Labour Codes derive legitimacy from these principles, ensuring that
workers are protected against discrimination, exploitation and unsafe conditions.
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ii. Fundamental Rights and Their Impact on Labour Legislation

Fundamental Rights are basic rights guaranteed by the Constitution of India to protect
the dignity, liberty and equality of individuals. They have significant implications for
labour legislation because employment relationships involve important issues such as
equality, freedom, dignity, fair treatment and protection from exploitation. Labour laws
are therefore expected to operate within the constitutional framework and support the
protection of workers’ fundamental rights.

iii. Directive Principles of State Policy and Social Justice

The Directive Principles of State Policy are constitutional principles contained in
Part IV of the Constitution of India, Articles 36 to 51. They provide guidelines to the
State for making laws and policies aimed at establishing a just social and economic
order. The Directive Principles are not enforceable by courts, but they are fundamental
to the governance of the country.

iv. Judicial Activism and Constitutional Remedies

The Constitution of India establishes an important role for the judiciary in protecting
constitutional rights and ensuring that laws and“gevernment actions conform to
constitutional principles. In the field of labour law, judicial decisions have significantly
contributed to the interpretation and enforcement of workers’mights. Judicial activism
refers to an approach in which courts intefpret constitutional and legal provisions in a
manner that addresses emerging social concerns and strengthens the protection of rights,
while constitutional remedies provide legal mechanisms through which individuals can
approach courts when their congtitutional rightsraresviolated.

v. Integration of International Standards

Labour laws are not developedenly withifithe domestic legal framework. International
labour standards also influence the fofmulation, interpretation and implementation of
labour policies and legislation.»At the international level, the International Labour
Organization (ILO)"plays a central role in developing standards relating to workers’
rights, employment, social protection, occupational safety and social dialogue.

For India, international labour standards provide important guidance while
developing labour policies and legislation. However, international standards do not
automatically become enforceable domestic law merely because they have been adopted
internationally. Their implementation depends on India’s constitutional framework,
legislation, judicial interpretation and international commitments.

1.1.4 Fundamental Rights vis-a-vis Labour Laws

Fundamental Rights are the basic rights guaranteed by the Constitution of India to
protect the dignity, liberty, equality and well-being of individuals. Contained in Part I1I of
the Constitution under Articles 12 to 35, these rights provide an important constitutional
foundation for labour laws by protecting individuals against discrimination, exploitation
and arbitrary treatment and promoting equality, dignity and freedom.
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The six broad categories of Fundamental Rights are Right to Equality (Articles 14-18),
Right to Freedom (Articles 19-22), Right against Exploitation (Articles 23—-24), Right
to Freedom of Religion (Articles 25-28), Cultural and Educational Rights (Articles
29-30), and Right to Constitutional Remedies (Article 32).

Fundamental Rights influence labour legislation by establishing minimum
constitutional standards that protect workers from unfair and exploitative employment
practices. Labour legislation seeks to translate these constitutional principles into
specific protections and obligations applicable to workplaces.

1.1.5 Equality Before Law

Equality before law is a fundamental constitutional principle in India. It means that
every person is subject to the same law and is entitled to equal protection of the law.
Article 14 of the Constitution of India guarantees equality before the law and equal
protection of the laws. This principle is particularly important in employment because
workers should not be treated unfairly or arbitrarily on the‘basis of irrelevant personal
characteristics.

Equality before law means that no person is aboveythe law and that individuals in
similar circumstances should receive equal legal treatment. At the/same time, equality
does not require identical treatment in every situation, The law‘may make reasonable
distinctions where there is a valid basis fof treating different groups differently.

For example, providing special protections to certain categories of workers, such as
maternity-related protections forwomen workers, doés not necessarily violate equality
because such provisions address specific €ircumstances.

Application in Labour Laws
The principle of equality is reflectedsinséveral areas of labour regulation:

1. Equal Opportunityin Employment: Article 16 provides equality of opportunity
in matters of public employment. Government employers are therefore required
to follow constitutiefial principles when making appointments and taking
employment-related decisions.

2. Equal Pay for Equal Work : The principle that workers performing substantially
similar work should not receive unequal remuneration without a valid basis is
an important aspect of fairness in employment. The Constitution reflects this
principle through Article 39(d) under the Directive Principles of State Policy.

3. Protection against Discrimination : Constitutional provisions restrict
discrimination on specified grounds. Labour and employment regulations
further support fair treatment of workers and prohibit discriminatory practices
in areas covered by law.

4. Protection of Vulnerable Workers : Labour laws may provide additional
protection to particular categories of workers, such as women, children and

6 ~ | SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws m
i

Vilgsog 5
SREENARAYANAGURU
GPEN UNIVERSITY



certain vulnerable groups. Such provisions aim to promote substantive equality
rather than merely identical treatment.

5. Fair Treatment at the Workplace : Employers are expected to apply
employment rules consistently and fairly. Arbitrary differences in treatment can
raise issues of equality, particularly where constitutional or statutory protections
apply. Suppose a company employs two workers who perform substantially the
same duties, require similar skills and responsibilities, and work under similar
conditions. If one worker is paid less solely because of gender, such unequal
remuneration would conflict with the principle of equal pay for equal work.

1.1.6 Article 16 and Reservation Policies

Article 16 of the Constitution of India guarantees equality of opportunity in matters
of public employment. It is an important constitutional provision for ensuring that
eligible citizens have a fair opportunity to apply for and obtain employment under the
State.

Article 16 provides that:

¢ There should be equality of opportunity for all eitizens in matters relating to
public employment.

¢ The State cannot discriminate against a person in public employment on
specified grounds such as religion, race, caste, sex, descent, place of birth, or
residence, subject to constitutional proyisions.

¢ The Constitution permiits certain’forms of reservation and special provisions
to promote adequate representation of disadvantaged groups in public
employment.

Reservation Policies

Reservation is a“constitutional mechanism intended to provide representation and
opportunities to certain socially and educationally disadvantaged groups and other
categories recognised underthe Constitution and applicable laws.

For example, Article 16(4) permits the State to make provisions for the reservation
of appointments or posts in favour of a backward class of citizens that, in the opinion of
the State, is not adequately represented in the services under the State. The Constitution
also contains specific provisions concerning reservation for Scheduled Castes (SCs)
and Scheduled Tribes (STs) and other categories through subsequent constitutional
provisions and amendments.

Reservation policies seek to:
1. Promote equality of opportunity.
2. Improve representation of disadvantaged groups in public services.
3.

Address historical and social disadvantages.
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4. Promote greater participation in public employment.

5. Support the constitutional objective of social justice.

1.1.7 Articles 19, 21, 23 and 24 and its Implications

Articles 19, 21, 23 and 24 of the Constitution of India have important implications
for employment and labour relations. Together, they protect workers’ freedom, dignity
and freedom from exploitation, while also providing special protection to children.

1. Freedom to Form Associations or Unions

Article 19(1)(c) gives citizens the right to form associations or unions, subject to
reasonable restrictions permitted by the Constitution.

This right has particular importance in labour relations because workers can organise
collectively to represent their interests. Labour legislation provides the legal framework
for the registration and functioning of trade unions and collective representation. The
right is subject to reasonable restrictions permitted by the Constitution. Therefore, the
right to form a union does not mean that every activity of a union is constitutionally
protected without limitation. Article 19 provides a“constitutional basis for workers’
freedom to organise and participate in collective.representation.

2. Protection of Life and Personal Liberty

Article 21 protects the right to life and personal liberty. The interpretation of Article
21 has developed to include the proteetion ofthumandignity and conditions necessary
for a dignified life. In the labour context,this prineiple is relevant to humane working
conditions, workplace dignity and protéction, of workers from practices that seriously
undermine their basic rights. Employment should not be viewed merely as an economic
relationship; workersare also entitled to.dignity and basic protections consistent with
law.

3. Prohibition of Forced Labour

Article 23 prohibits traffic in human beings, begar and other similar forms of
forced labour. This provision has a direct relationship with labour laws because it
protects workers from being compelled to work through coercion or exploitation. The
Supreme Court has also interpreted the concept of forced labour broadly in appropriate
circumstances, including situations involving payment below legally prescribed
minimum wages. Employers cannot legally subject workers to forced labour or practices
that fall within the prohibition under Article 23.

4. Prohibition of Child Labour in Hazardous Employment

Article 24 prohibits the employment of children below the age of fourteen years
in factories, mines or other hazardous employment. This constitutional protection
has influenced legislation relating to child labour. The objective is to protect children
from hazardous and exploitative employment and safeguard their health, safety and
development. Employers must comply with constitutional and statutory restrictions
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relating to the employment of children and ensure that prohibited forms of child labour
do not occur.

Fundamental Rights provide the constitutional foundation for protecting workers
and regulating employment relationships. Articles 14, 15, 16, 19, 21, 23 and 24 are
particularly significant in labour matters. Labour laws give practical effect to these
constitutional principles by addressing issues such as equality, non-discrimination,
freedom of association, workplace dignity, forced labour and child labour. In this way,
Fundamental Rights and labour legislation work together to promote fairness, dignity
and social justice in the workplace.

Fundamental Rights and labour laws are closely connected in protecting workers
and promoting fairness in employment. While Fundamental Rights establish broad
constitutional guarantees, labour laws translate many of these principles into specific
rights, duties, standards, and procedures applicable to the workplace.

Table 1.1.1 Overall Implications for Labour

Article Constitutional protection Labour implication

. Right to form associations or ~ ‘Supports workers' collective
Article 19(1)(c) . .
unions organisation

Supports dignity and humane

Article 21 Life and personal liberty .
conditions
) Protection against forced Prohibits forced and exploitative
Article 23 .
labour labour practices
. Protection of children from Restricts child employment in
Article 24 . .
hazardous employment specified hazardous settings

® Recap

¢ Fundamental Rights establish important constitutional safeguards relevant
to employment and labour relations.

¢ Labour laws give practical effect to several constitutional principles by
regulating wages, working conditions, employment practices, and worker
protection.

¢ Labour laws establish minimum standards for wages, working hours, leave,
health, safety, dispute resolution, and social security in employment.

O Article 14 ensures equality before law and equal protection of laws.

¢ Equality in employment requires that similarly placed workers should not
face arbitrary or unjustified discrimination.
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0 Article 16 guarantees equality of opportunity in matters of public
employment.

O Article 39(d) reflects the principle of equal pay for equal work for men
and women.

¢ Equal pay depends on the nature, skill, responsibility and working
conditions of the work, rather than merely the job title.

O Article 19(1)(c) protects the right to form associations or unions, subject
to reasonable constitutional restrictions.

¢ The right to form trade unions supports collective representation of
workers.

¢ Article 21 protects life and personal liberty and has significance for human
dignity and humane conditions of work.

0 Article 24 prohibits the employment of children belowsl 4 years in factories,
mines, and other hazardous employment.

¢ Constitutional protections and labour laws tegether contribute to fairness,
dignity, equality and protection froméxpleitationin the workplace.

Objective Questions

1.  What do we call the basic rights guaranteed by the Constitution?

2. Which Asficle of the Constitution guarantees equality before law?

3. Which Atsticlejprovides equality of opportunity in public employment?
4

Which Article prohibits the employment of children below 14 years in
factories, mineés'and hazardous employment?

5. What do we call an organisation formed by workers to protect their
common interests?

6. What is the collective process through which workers negotiate with
employers?

7.  What term refers to the unfair treatment of an employee based on an
irrelevant personal characteristic?

10 SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws m
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Answers

Fundamental Rights

Article 14
Article 16
Article 24
Trade Union
Bargaining

Discrimination

Self - Assessment Questions

Discuss the relationship betweed Fundamental Rights and labour laws in
India.

Discuss the principle of equal pay, for equal work and its significance in
labour relations.

Discuss the labour-related implications of Articles 19, 21, 23 and 24 of the
Constitution of India:

Explain £ how constitutional provisions protect workers against
discriminationgéxploitation and unfair employment practices.

Discuss the constitutional safeguards available to workers for promoting
equality and dignity at the workplace.

Assignments

Discuss the significance of Fundamental Rights in protecting the interests
of workers in India.

Discuss the role of reservation policies in promoting equality of
opportunity in public employment.

Examine how constitutional provisions relating to equality and protec-
tion from exploitation contribute to social justice in employment.
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Unit —@

International Labour Organisation
and Labour Standards

Learning Outcomes

After completing this unit, the learners will be able to:
¢ describe the structure and functioning of the ILO
explain the concept of tripartism in the ILO

gain insight on ILO conventions and recommendations

S 0 O

analyse the major components of decent work

Work has always been centfal’to econemic and social development, with
people engaged in diverse occupatiens across agriculture, manufacturing,
services and more recently, digital forms of employment. As employment
expanded and labour markets became increasingly interconnected, differences
in wages, working conditions,, working hours, workplace safety and social
protection emerged acrossseountries. These developments highlighted the need
for broader principlesito promote fairness and humane conditions of work, while
the growing cross-border nature of labour issues made international cooperation
increasingly important.

Against this background, the International Labour Organization (ILO) was
established in 1919 as an international institution concerned with social justice
and the conditions of working people. Its distinctive tripartite character brought
together governments, employers and workers within a common institutional
framework. This provided a basis for addressing labour issues through
consultation and cooperation among the principal participants in the world of
work.

Over time, the scope of international labour cooperation expanded with
changing patterns of employment and emerging challenges. The development of
international labour standards consequently provided countries with a common
framework for addressing these concerns while taking account of their own legal,
economic and social circumstances.

m SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws I3
—C—~

O

SREENARAYANAGURU
OPEN UNIVERSITY




ILO, Tripartism, ILC, Governing Body, ILO Convention, ILO Recommendation,
Social Dialogue, Decent Work

Discussion

1.2.1 International Labour Organisation (ILO)

The International Labour Organisation (ILO) was established in 1919 as part of
the Treaty of Versailles, with the objective of promoting social justice and improving
conditions of work. It became the first specialised international organisation concerned
with labour and employment issues. Its establishment was féunded on the principle that
lasting peace can be achieved only when it is based on social justice. From its inception,
the ILO recognised that fair and decent working conditions ate,closely connected
with human dignity, workers’ well-being, and social‘and economic¢ development. This
principle continues to form the basis of the ILO’sswork m'promoting labour rights and
decent work across countries.

1.2.1.1 Fundamental Principles

The International Labour Ofganisation (ILO)sprovides a global framework for
protecting workers’ rights and promeéting social justice through internationally
recognised labour standards. The Declaration of Philadelphia of 1944 reaffirmed the
fundamental philosophysef the ILO by reeognising that work should not be treated
merely as a commeodity and that'soeial justice is essential for sustainable economic
and social progress. It alses@mphasised the importance of freedom of expression and
association and recognised that poverty in any part of the world can adversely affect
prosperity elsewhere.

To translate these principles into internationally accepted standards, the ILO
develops Conventions, Recommendations and other labour standards covering areas
such as forced labour, child labour, freedom of association, occupational safety and
health, wages, working time and social protection. ILO Conventions become legally
binding on member states that ratify them, while Recommendations provide guidance
for developing and strengthening national labour policies and legislation.

ILO standards therefore serve as an important international reference point for
governments when framing, reviewing and reforming labour laws. However, the
extent to which these standards are adopted and effectively implemented differs across
countries because of differences in legal systems, institutional capacity, economic
conditions and national priorities.
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1.2.1.2 Contemporary Role of the ILO

The role of the ILO has expanded in response to changes in employment patterns,
technology, globalisation, and the organisation of work. Its primary functions include
developing international labour standards, promoting decent work, assisting member
states through technical cooperation and strengthening systems for the protection of
workers’ rights. Through its supervisory mechanisms, the ILO also examines how
ratified Conventions are being applied by member states and provides observations and
guidance concerning their implementation.

The ILO also addresses emerging labour-market issues such as informal
employment, platform and gig work, workplace safety, employment inequalities and
the impact of technological change on workers. Its work helps governments and social
partners develop labour policies that respond to changing forms of employment while
maintaining principles of fairness, dignity and social protection. In this manner, the ILO
contributes to the development of international labour governance and the promotion of
decent and productive work.

1.2.2 Four Indian Labour Codes

India has consolidated 29 central labour laws_into four Labour Codes, with the
objective of simplifying and rationalising thé legal frameworksgoverning employment
and labour relations. The four Codes are as follows:

i. Code on Wages, 2019: This Code consolidates provisions relating to wages,
minimum wages, paymefit-of wagesjpand«€qual remuneration. It seeks to
establish a more coherent framework for wage regulation and extends the
statutory minimum-wage framéwork across employments.

ii. Industrial Relations Code, 2020< This Code consolidates provisions relating
to trade unions, conditions of'employment, standing orders, and the settlement
of industrial disputes. Tt provides the legal framework for regulating industrial
relations and eollective labour relations between employers and workers.

iii. Code on Social Seeurity, 2020: This Code provides a consolidated framework
for social security protection for workers across different forms of employment.
It specifically recognises unorganised workers, gig workers and platform
workers, reflecting changes in the structure of employment and the emergence
of new forms of work.

iv. Occupational Safety, Health and Working Conditions Code, 2020: This
Code consolidates provisions concerning occupational safety, health, welfare
and working conditions. It also covers specific categories of workers and
employment arrangements, including contract labour and inter-State migrant
workers, within its regulatory framework.

m SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws I5

i~

Rt ——
SREENARAYANAGURU
GPEN UNIVERSITY




1.2.3 Organisation Structure of the ILO

The International Labour Organisation (ILO) is a specialised agency of the United
Nations concerned with labour, employment, workers’ rights, social protection and
social justice. A distinctive feature of the ILO is its tripartite structure, under which
representatives of governments, employers, and workers participate in the organisation’s
activities and decision-making processes. The ILO has 187 Member States, and
representatives of these three constituent groups participate in its principal bodies.

The organisational structure of the ILO is centred on three principal bodies:

1. International Labour Conference (ILC): Establishes international labour
standards and determines broad policies.

2. Governing Body: Provides overall governance, determines priorities, and
prepares the programme and budget for consideration by the Conference.

3. International Labour Office: Functions as the permanent secretariat and
undertakes research, technical cooperation, and otheriactivities necessary to
support the ILO’s work.

Thus, the three bodies perform complementary functions: the ILC provides the policy
and standard-setting direction, the GoverningdBody provides,exeectitive governance and
oversight, and the International Labour Office carries‘out the organisation’s day-to-day
technical and administrative work.

1.2.3.1 International Labour@onference

The International Labour Confereneé (ILC) is the principal standard-setting and
policy-making body of the International Labour Organisation (ILO). It provides a
global forum in which.aepresentatives of governments, employers, and workers meet
to formulate international labour standards, discuss major issues affecting the world
of work, and determine bread directions for the organisation. Because of its important
role in developing ‘international labour standards, the ILC is often described as the
“international parliament of labour.”

The Conference normally meets once a year in Geneva. Each Member State
participating in the Conference is represented by a tripartite delegation consisting of
two government delegates, one employer delegate, and one worker delegate, along with
advisers. The 114th Session of the ILC was held in Geneva from 1 to 12 June 2026,
with participation from government, employer, and worker representatives of the ILO’s
187 Member States.

One of the most significant functions of the ILC is the adoption of international
labour Conventions and Recommendations. Conventions establish international
standards that may become legally binding on a Member State when it ratifies them,
whereas Recommendations provide non-binding guidance for national policy and
legislation. The Conference also considers major labour and social issues and adopts
the ILO’s Programme and Budget, thereby determining the broad framework for the
organisation’s activities.
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1. Composition of the International Labour Conference

The ILO Constitution provides for a tripartite national delegation to the Conference.
Each Member State may send four principal delegates: two representing the
government, one representing employers, and one representing workers. Delegates
may be accompanied by advisers in accordance with the Conference rules. Importantly,
employer and worker delegates are not merely representatives of their governments;
they represent their respective employer and worker constituencies. This arrangement
preserves the distinctive tripartite character of the ILO.

2. Tripartite Structure of the ILO

Tripartism is the defining institutional feature of the ILO. It provides governments,
employers, and workers with a formal role in the development of international labour
standards and policies. The three constituent groups contribute different perspectives to
the ILO’s work:

1.  Governments

Governments represent the public and regulatory interests of Member States. They
are responsible for developing and implementing natienal labour legislation, policies,
and institutions. At the international level, government representatives participate in
negotiations and discussions concerning labeur standards and,policies.

Their participation is particularly important because the implementation of
international labour standards generally depends on national legislation, institutions,
administrative mechanisms, and enforcement systems.

Example: Indian government represeftatives participate in ILO discussions and
contribute to the formulation of international labour standards. India is also among the
ten States of chief industrial impertance that have a permanent government seat on the
ILO Governing Body.

ii. Employers

Employers’ representatives bring the perspective of enterprises and employers
to discussions on labour policies and standards. Their contributions may relate to
business operations, productivity, employment generation, competitiveness, workplace
management and the practical implications of proposed labour standards.

Their participation helps ensure that the feasibility and practical application of labour
standards within different types of enterprises are considered during policy discussions.

Example: When labour standards concerning working conditions are discussed,
employers’ representatives may provide information on how proposed requirements
could affect enterprise operations, including the compliance challenges faced by small
and medium-sized enterprises.
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1. Workers

Workers’ representatives generally participate through trade unions and other
recognised workers’ organisations. They represent workers’ interests in areas such as
wages, working conditions, occupational safety and health, social security, employment
security and fundamental rights at work. Their involvement enables the ILO to consider
the experiences and concerns of workers when developing international labour standards
and policies.

Example: During discussions on occupational safety and health, workers’
representatives may highlight workplace hazards, unsafe practices and the practical
difficulties workers encounter in maintaining safe working conditions.

3. Main Functions of the International Labour Conference
The major functions of the ILC can be understood through the following areas:

1. Establishing International Labour Standards: The Conference adopts Conventions
and Recommendations dealing with important labour‘and employment matters.
Conventions establish international legal standards that become binding for
Member States that ratify them, while Recommendations provide guidance for
developing national labour policies and legislation.

ii. Discussing Major Labour Issues: The ILC provides an international forum for
governments, employers, and workers to deliberate on major developments and
challenges affecting the world of ‘work. Discussions may cover employment,
wages, social protection, o¢€upational safety.and health, equality, technological
change, and emerging forms of emdployment.

iii. Adopting the Programme and Budget: The Conference considers and adopts
the ILO’s Programme and Budget,swhich provides the financial and operational
framework for the organisation’s activities. It therefore plays an important role
in determining how the ELO’s resources are allocated to its programmes and
priorities.

iv. Examining the Application of Labour Standards: The Conference also has
an important role in the ILO’s system of supervision of international labour
standards. Its Committee on the Application of Standards. Governments
concerned are given an opportunity to respond, after which the Committee may
draw conclusions and recommend appropriate follow-up measures or technical
assistance

v.  Providing a Forum for Social Dialogue: The Conference provides an international
platform for governments, employers, and workers to exchange views on
labour and employment issues. It facilitates dialogue among these three groups,
enabling different interests and perspectives to be discussed and considered in
the formulation of international labour policies and standards.

SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws m

i~

Mooy
SREENARAYANAGURU
GPEN UNIVERSITY



1.2.3.2 Governing Body

The Governing Body is the executive body of the ILO and functions between the
sessions of the International Labour Conference. It provides overall direction to the
International Labour Office and takes important decisions concerning the ILO’s policies
and activities.

Its major responsibilities include determining the agenda of the International
Labour Conference, adopting the draft Programme and Budget for submission to the
Conference, and electing the Director-General. Thus, the Governing Body serves as
the principal governing and supervisory body of the ILO between the annual sessions
of the International Labour Conference. The Governing Body consists of 56 titular
members and 66 deputy members, representing the three constituent groups of the ILO-
Governments, Employers and Workers. Its composition reflects the ILO’s principle
of tripartism, ensuring that the interests and perspectives of these three groups are
represented in the governance of the Organization.

1.2.3.3 International Labour Office

The International Labour Office is the permanent secretariat of the ILO and serves
as the focal point for its overall activities. Headquartered in Geneva, Switzerland, it
provides the administrative, research, technieal and operational.support required for the
effective functioning of the Organization./The International Labour Office undertakes
the day-to-day activities required to support the implementation of ILO policies,
programmes and decisions. It conducts research, collects and analyses information on
employment and labour conditipfis and providesiteehnical expertise on various labour-
related issues.

The Office carries out its Work under the leadership of the Director-General and
under the scrutiny of the'Governing Body: Unlike the International Labour Conference
and the Governing/Body, whieh are the ILO’s principal policy-making and executive
bodies, the International’ Labour Office functions as the Organization’s permanent
administrative and operational /Secretariat. Its officials work across 107 countries in
five regions: Africa, the Ameficas, the Arab States, Asia and the Pacific, and Europe
and Central Asia. This decentralized structure enables the Office to provide technical
support and implement ILO programmes at regional and national levels.

1.2.4 Setting Labour standards

The International Labour Conference (ILC) plays a central role in developing and
adopting international labour standards. These standards establish principles and
guidelines for promoting decent work and protecting workers’ rights across countries.
They address a wide range of areas, including freedom of association, wages, working
hours, occupational safety and health, equality, social security, forced labour and child
labour.

The principal instruments adopted by the ILC are Conventions and Recommendations.
A Convention establishes an international labour standard and becomes legally binding
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on a Member State when that State ratifies it. A Recommendation provides non-binding
guidance to governments on developing or improving national laws, policies, and
practices.

1.2.4.1 International Labour Standards

International Labour Standards (ILS) are legal instruments developed by the
International Labour Organization (ILO) to establish basic principles and minimum
standards for working conditions, workers’ rights and employment practices. They
provide a framework for countries to develop and improve their labour laws and policies.

The main forms of International Labour Standards are Conventions, Protocols and
Recommendations.

1. Conventions : Conventions are international treaties adopted by the International
Labour Conference. Once a member country ratifies a Convention, it becomes
legally binding on that country, which is expected te implement its provisions
through appropriate laws and policies.

2. Protocols : Protocols are legally binding instrsments that supplement or modify
certain provisions of existing ILO Conventions. They allow international labour
standards to be updated or strengtheneddfiresponseito chafiging circumstances.

3. Recommendations : Recommendations provide, detailed guidance on labour
policies and practices. Unlike Conventions, they are not legally binding, but
they assist countries in developing legislation, policies and programmes related
to employment and working conditions.

1.2.4.2 Importance of IIXO Conventions and Recommendations

ILO Conventionsdand Recommendations provide an international framework for
protecting workers, promotifig, fair employment practices and improving working
conditions. Convention§ establish international labour standards that become legally
binding on countries that ratify them, while Recommendations provide guidance for
developing national lawsgpelicies and programmes. Their importance can be understood
through the following areas:

O Protection of Workers: ILO standards protect workers from exploitation, unfair
treatment and unsafe working conditions. They promote fair wages, reasonable
working conditions and respect for basic labour rights.

¢ Promotion of Equality: ILO standards promote equality of opportunity and
treatment in employment and seek to prevent discrimination based on factors
such as sex, race, religion or other protected characteristics.

¢ Elimination of Forced Labour: ILO standards seek to eliminate forced or
compulsory labour and support the principle that individuals should have the
freedom to choose and leave employment.
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Elimination of Child Labour: ILO standards aim to prevent children from being
engaged in work that harms their education, health, safety and development.
They support measures to prevent the exploitation of children and promote their
access to education.

Occupational Safety and Health: ILO standards provide an international
framework for promoting safe and healthy workplaces. They encourage
measures to prevent occupational accidents, diseases and other work-related
risks.

Social Protection: ILO standards support social protection measures that help
workers and their families manage risks such as sickness, unemployment, work-
related injury, disability, maternity and old age.

Protection of Digital Platform Workers: Emerging international labour standards
address new forms of employment, including work performed through digital
labour platforms. They recognise the need to protect workers engaged in both
online and location-based platform work.

Fundamental Rights at Work: ILO standards, promote fundamental principles
and rights at work, including freedom of association, collective bargaining,
elimination of forced and child labour.andynon-discrimination in employment
and occupation.

Protection against Violence and Harassment: Labour standards support measures
to prevent violence and harassment at work, iicluding forms that may occur
through digital platformsfor involve clients:and customers.

Promotion of Decent Work: Oyerall, ILO Conventions and Recommendations
contribute to decent ‘wWork, social/ justice and sustainable development by
encouraging «ountries tonstrengthen labour laws, policies and workplace
practices.

1.2.4.3 How InternationalLabour Standards are Created

International Labour Standards are developed through a structured process involving
the ILO, governments, employers and workers. The process ensures that proposed
standards are carefully examined, discussed and refined before adoption. The major
steps are:

O

International Labour Standards are developed in response to growing
international concern about specific labour issues that require coordinated
action. The ILO Governing Body first decides to place the issue on the agenda

The International Labour Office studies the laws and practices of Member States
concerning the issue and prepares a report.

The report is circulated to Member States, employers’ organisations and workers’
organisations for their comments and is then considered at the ILC during the
first discussion.
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O  Based on the first discussion and the comments received, the International
Labour Office prepares a second report containing a draft international labour
instrument.

¢ The draft instrument is circulated for further comments and discussed at the
following session of the ILC, where it may be amended before being proposed for
adoption. This two-stage process is known as the double discussion procedure.

¢ Finally, the proposed standard is put to a vote at the ILC. A two-thirds majority
of the votes cast is required for its adoption.

1.2.5 Developing Policies and Devising Programmes to
Promote Decent Work

One of the important functions of the International Labour Organization (ILO) is to
assist member countries in developing policies and programmes that promote decent
work. Decent work refers to employment that provides opportunities for productive
and fairly remunerated work, workplace rights, social protection,and opportunities for
workers to participate in decisions affecting their werking lives.“The ILO works with
governments, employers and workers to identify laboursrelated challenges and develop
appropriate policy responses.

The ILO does not simply establish intérnational labour standards; it also supports
countries in translating these standards into practical policies and programmes. It
provides research, technical assistance, training, policy/advice and institutional support
in areas such as employment efeation, wage peli€ics, social security, occupational
safety and health, skills develgpment, gefider equality and labour administration. These
activities help countries strengthen their labour institutions and improve employment
conditions.

The ILO prométes decent,work through international labour standards, policy
guidance, technical assistance and programmes. Its decent work agenda focuses on four
broad areas: employment creation, rights at work, social protection and social dialogue.
These areas together aimytefensure that economic development is accompanied by
better working and living conditions.

Decent work has an important role in achieving sustainable development because
employment affects economic growth, social well-being and the quality of life of
individuals. This connection is specifically reflected in SDG 8: Decent Work and
Economic Growth, which seeks to promote sustained, inclusive and sustainable economic
growth, full and productive employment and decent work for all. For example, the ILO
may support policies aimed at creating productive employment opportunities while
also promoting safe working conditions and adequate social protection. It may also
assist governments and social partners in designing programmes for workers affected
by changes in technology, economic restructuring or emerging forms of employment.
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1.2.5.1 Decent Work Programmes

Decent Work Programmes are initiatives developed and supported by the International

Labour

Organization (ILO) to promote employment that provides fair income,

workplace safety, social protection, equal opportunities and respect for workers’ rights.
These programmes help countries translate the principles of decent work into practical
policies and actions.

Four Broad Areas of the Decent Work Agenda

The

Decent Work Agenda of the International Labour Organization (ILO) focuses

on four interconnected areas that together promote fair, productive and dignified
employment.

1.

Employment Creation: This area focuses on creating productive and sustainable
employment opportunities for people. It aims to ensure that individuals have
access to work that provides a fair income, contributes to economic development
and offers opportunities for skill development and career growth.

Rights at Work: This area focuses on protecting the fundamental rights of
workers. It includes freedom of association‘and collective bargaining, elimi-
nation of forced labour and child labour, and prevention of discrimination in
employment and occupation. The objective 1s te ensutesthat workers are treated
with dignity, equality and fairness;

Social Protection: Social protection provides/workers with security against
economic and social risksg#fIt'includes measures such as social security, mater-
nity protection, employment injufy benefits, healthcare and income support
during situations such'as unemployment, illness, disability and old age.

Social Dialoguéi Social dialoguednvolves consultation, negotiation and coop-
eration amofig governments, employers and workers. It provides a platform for
these three groups#o participate in developing labour policies, addressing work-
place issues and finding balanced solutions to employment-related challenges.

® Recap

0

The International Labour Organization (ILO) was established in 1919 to
promote social justice and improve conditions of work.

The ILO follows a tripartite structure involving governments, employers
and workers.

The three principal bodies of the ILO are the International Labour
Conference, Governing Body and International Labour Office.

The International Labour Conference (ILC) is the principal policy-making
and standard-setting body of the ILO.
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¢ ILO standards include Conventions, Protocols and Recommendations.

¢ Conventions become legally binding on Member States that ratify
them, while Recommendations provide guidance for labour policies and
legislation.

¢ International Labour Standards establish principles and minimum standards
relating to workers’ rights, employment and working conditions.

0  The creation of International Labour Standards follows a structured
double discussion procedure.

¢ ILO Conventions and Recommendations contribute to worker protection,
equality, social protection and decent work.

¢ The Decent Work Agenda focuses on employment creation, rights at
work, social protection and social dialogue.

¢ SDG 8 connects decent work with sustained, inclusive and sustainable
economic growth.

¢ The ILO assists countries in developing pelicies and programmes that
promote decent work and social justice.

1. What is the principal policy-making body of the ILO?

In which y@ar was the IO established?
What is the distinctive feature of the ILO?

2

3

4.  Which ILO body fun€tions as its executive body?

5. How many Member States does the ILO have?

6. Which instrument becomes binding after ratification?
7

What is the process of developing standards through two discussions
called?

8. What majority is required to adopt an ILO standard

9. Which SDG focuses on decent work and economic growth?

10. Name one group represented in the ILO’s tripartite structure.

11. Which area of the Decent Work Agenda focuses on worker participation?

12. Which area focuses on protection against unemployment, illness and old
age
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Answers

International Labour Conference

1919

Tripartism
Governing Body
187

Convention
Double discussion
Two Thirds

SDG 8

Governments

. Social dialogue

Social protection

Self - Assessment Questions

Describedthe tripartite struéfure of the ILO.

Explain“thegstructure and major functions of the International Labour
Conference.

Describe the different types of International Labour Standards.
Explain the importance of ILO Conventions and Recommendations.

Describe the process through which International Labour Standards are
created.

Discuss the role of the ILO in developing policies and programmes to
promote decent work.

Explain the four broad areas of the Decent Work Agenda.

Describe the relationship between decent work and SDG 8.
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(S) Suggested Reading

Analyse the role of the ILO in promoting social justice and decent work
in the changing world of employment.

Discuss how ILO Conventions and Recommendations contribute to the
protection of workers’ rights.

Examine the role of employment creation, rights at work, social protection
and social dialogue in promoting decent work.

Examine how International Labour Standards can address emerging
forms of employment such as digital platform and gig work.
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Unit —@

Welfare Legislation

Learning Outcomes

After completing this unit, the learners will be able to:

¢ explain the objectives, scope and major provisions of the Factories
Act, 1948, Contract Labour (Regulation and Abolition) Act, 1970, and
Building and Other Construction Workers Act, 1996

¢ describe the rights, welfare measures, safety provisions and working
conditions prescribed under major labour welfarglegislations

¢ apply the provisions of the Sexual Harassment of Women at Workplace
(Prevention, Prohibition and Redressal) Aet, 2013 to identify appropriate
procedures for preventing and addressing wotkplace harassment

¢ analyse the provisions of the Child and AdelescentiLabour (Prohibition
and Regulation) Act, 1986 and distinguish between prohibited and
regulated forms of child and adelescent employment

¢ examine the responsibilities of Jempleyers, contractors and other
stakeholders in ensiring statutory compliance, occupational safety and
employee welfare

0 evaluate workplace situations and determine whether they comply with
the relevant provisions of labour welfare legislation

¢ developappropriate measures for promoting a safe, equitable and legally
compliant workplace based on the principles of labour welfare legisla-
tion

Prerequisite

A large manufacturing company in Kerala employs permanent workers as
well as workers supplied through a contractor. The factory has production areas
with machinery, chemicals and high-temperature equipment. During an internal
inspection, it was found that some workers were not provided with adequate
safety equipment, welfare facilities and proper working-hour arrangements.
The contractor had also failed to maintain complete records relating to contract
workers. These issues raised concerns about the responsibilities of the employer
and contractor towards worker safety, health and welfare.
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At the same time, the company received a complaint from a woman employee
regarding inappropriate behaviour by a senior colleague. The organisation had not
clearly communicated its workplace policy on sexual harassment, and employees
were unaware of the procedure for making a complaint. In another nearby
construction project, workers were engaged under difficult working conditions,
with concerns relating to safety equipment, sanitation, drinking water and other
basic welfare facilities. These situations demonstrate the need for employers to
understand and comply with legislation relating to workplace safety, contract
labour and construction workers.

The company also discovered that a young adolescent had been engaged to
perform certain work through an informal arrangement. Management realised
that employing children and adolescents is subject to specific legal restrictions
and safeguards. The case therefore helps learners recognise that labour welfare
legislation is not merely a set of legal requirements but an important mechanism
for protecting workers, ensuring safe and dignified workifigiconditions, preventing
exploitation and promoting responsible employment practices.

This unit explains the major welfare legislationsigoverning factories, contract
labour, construction workers, workplace sexual hasassment, and child and
adolescent labour in India, with emphasis efi theirobjectivesgimportant provisions,
employer responsibilities, worker prote€tion and workplace compliance.

Labour Legislatiofi, Factories, Act,« Working Conditions, Contract Labour
(Regulation and/Abolition),Act, BOCW Act, POSH Act

Labour welfare legislation in India provides a legal framework to ensure safe,
fair, and dignified working conditions for employees and workers. The Factories Act,
1948 focuses on the health, safety, welfare, and working conditions of workers in
factories, while the Contract Labour (Regulation and Abolition) Act, 1970 regulates
the employment of contract labour and provides safeguards for their welfare. The
Building and Other Construction Workers’ (Regulation of Employment and Conditions
of Service) Act, 1996 provides for the safety, health, and welfare of construction
workers. The Sexual Harassment of Women at Workplace (Prevention, Prohibition and
Redressal) Act, 2013 establishes mechanisms to prevent and address sexual harassment
at the workplace, while the Child and Adolescent Labour (Prohibition and Regulation)
Act, 1986 seeks to prohibit the employment of children and regulate the conditions of
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work for adolescents as provided by law. Together, these laws aim to promote workplace
safety, worker welfare, dignity, equality, and protection from exploitation.

2.1.1 Concept of Welfare Legislation

Welfare legislation refers to laws enacted by the state to ensure the health, safety, and
overall well-being of workers in their workplaces. These laws aim to provide minimum
standards of working conditions, including proper sanitation, ventilation, rest facilities,
and medical care. They also focus on protecting vulnerable groups such as women and
children from exploitation and unsafe practices. Welfare legislation promotes social
justice by balancing the interests of employers and employees, ensuring dignity and
humane treatment at work. Ultimately, it serves as a foundation for industrial harmony
and sustainable economic development by safeguarding workers’ rights.

2.1.1 The Factories Act, 1948
1. Factories Act, 1881 — The Beginning of Labour Regulation

The first factory law in India was enacted in 1881, focusing mainly on child labour
in textile mills. It prohibited the employment of children below seven years of age and
restricted working hours for those between seven and twelve. Though limited in scope,
this Act marked the beginning of state interyention nindustrialddabour welfare.

2. Factories Act, 1891 — Expansion of Coverage

The 1891 Act extended coveragesto factories employing 50 or more workers. It
introduced weekly holidays andimproved.restrietions on child labour. It also attempted
to regulate working hours for women, reflecting growing concern for vulnerable groups
in industrial settings, though enforcement remained weak.

3. Factories Act, 1911 — Emphasis,on Safety

The 1911 Act was assignificant step forward, focusing on workplace safety after
several industrial accidents. It smandated fencing of dangerous machinery, regulated
working hours, and restricteddight work for women and children. This Act highlighted
the importance of safety measures and broadened the scope of labour protection.

4. Factories Act, 1922 — Incorporation of ILO Standards

Following India’s participation in the International Labour Organisation (ILO), the
1922 Act incorporated global labour standards. It raised the minimum age for child
workers and improved working conditions. This reflected India’s alignment with
international commitments and recognition of labour rights as part of global industrial
practices.

5. Factories Act, 1934 — Consolidation of Laws

The 1934 Act consolidated earlier legislations and was based on recommendations
of the Royal Commission on Labour. It introduced more detailed provisions on
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health, safety, and welfare, but its scope was still limited to larger factories. Despite
shortcomings, it represented the most comprehensive factory law before independence.

6. Factories Act, 1948 — Post-Independence Reform

After independence, the Factories Act, 1948 was enacted to provide a holistic
framework for industrial labour welfare. It applied to factories employing 10 or more
workers (with power) and 20 or more workers (without power). The Act mandated
provisions for cleanliness, ventilation, drinking water, canteens, restrooms, medical
facilities, and safety measures. It regulated working hours, overtime, and restricted
hazardous work for women and children, symbolising India’s commitment to social
justice and industrial harmony.

7. Later Amendments and Legacy — Towards Modern Codes

The Factories Act was amended in 1954, 1976, and 1987 to strengthen safety and
welfare provisions. Eventually, it was repealed and replaced by the Occupational Safety,
Health and Working Conditions Code, 2020, which consolidated multiple labour laws
into a modern framework. Despite its repeal, the 1948 Act remains a landmark in the
history of labour legislation in India, shaping the foundation of Werkplace rights and
protections.

2.1.1.1 The Factories Act in India

India’s most important labour legislation, enacted soen after independence to ensure
the health, safety, and welfare of workers imindustrial establishments. It consolidated
earlier colonial laws and created a comprehensiveframework for regulating working
conditions in factories.

Key Provisions

0 Applicability: It applies to factories employing 10 or more workers (with
power) or 20 or more wotkers (without power).

¢ Health & Welfare: Mandates cleanliness, ventilation, safe drinking water,
canteens, restroomisyand medical facilities.

0 Safety Measures: Requires fencing of machinery, precautions against hazardous
processes, and appointment of safety officers.

¢ Working Hours: Limits adult working hours to 48 per week, with provisions
for overtime pay.

¢ Protection of Women & Children: Restricts night shifts and hazardous work
for women and prohibits child labour below a certain age.

The Act represented India’s first major post-independence labour welfare law,
ensuring humane working conditions and aligning with international labour standards.
It was amended several times (1954, 1976, 1987) to strengthen safety and welfare
provisions. Eventually, it was repealed and replaced by the Occupational Safety, Health
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and Working Conditions Code, 2020, which consolidated multiple labour laws into a
modern framework.

2.1.1.2 Definition of the Factories Act, 1948

The Factories Act, 1948 is a social welfare legislation enacted by the Government of
India to regulate the working conditions in factories. It aims to ensure the health, safety,
welfare, and proper working hours of workers employed in industrial establishments.

In simple terms, the Act defines a factory as any premises where ten or more
workers are employed with the aid of power, or twenty or more workers without the
aid of power, engaged in manufacturing processes. Its provisions safeguard workers
against exploitation, provide minimum standards for workplace facilities, and promote
industrial harmony by balancing the interests of employers and employees.

2.1.1.3 Key Features
1. Applicability

The Act applies to factories employing 10 or more'workers withipower or 20 or more
workers without power, engaged in manufacturing proeesses. This ensures that both
small and large industrial establishments are covered undenits provisions.

2. Health Provisions

It mandates standards for cleanliness, wentilation/ lighting, safe drinking water,
disposal of waste, and prevention®f overcrowding.Fhese measures safeguard workers
from health hazards and prométe hygieni€ working conditions.

3. Safety Measures

The Act requiresffencing of dafigerous machinery, precautions against hazardous
processes, appointment ofsafety, officers, and emergency protocols. These provisions
aim to minimize aceidénts and protect workers from industrial risks.

4. Welfare Facilities

Factories must provide canteens, restrooms, washing facilities, créches for children,
and medical aid. These welfare measures enhance the quality of life for workers and
support their well-being beyond basic employment.

5. Working Hours and Leave

The Act limits adult working hours to 48 per week and 9 per day, with provisions
for overtime pay. It also ensures weekly holidays, annual leave with wages, and rest
intervals, protecting workers from exploitation.

6. Protection of Women and Children

It prohibits the employment of children below a certain age and regulates adolescent
work. Women workers are restricted from night shifts and hazardous processes, ensuring
their safety and dignity at the workplace.
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7. Regulatory Oversight

The Act empowers inspectors and authorities to enforce compliance, conduct
inspections, and prosecute violations. This ensures accountability and effective
implementation of labour standards.

2.1.1.4 Need and Importance
1. Need for the Act

The Factories Act, 1948 was needed because industrialization in India brought rapid
growth but also unsafe and exploitative working conditions. Workers were subjected to
long hours, poor sanitation, lack of medical facilities, and dangerous machinery without
proper safeguards. Child labour and hazardous employment of women were common,
and there was no uniform law to regulate these issues. To protect workers’ rights, ensure
humane treatment, and promote industrial peace, a comprehensive legislation was
required.

Example: In the early textile mills of Bombay and Ahmedabady,children as young as
8—10 years were employed for long hours in unsafesenvironments.\The Act addressed
this by prohibiting child labour below a certain age andxegulating adolescent work.

2. Importance of the Act

The Act is important because it provides a legal framework for health, safety, and
welfare in factories. It ensures minimum ‘standards for working conditions, mandates
welfare facilities like canteens andimedical aidyand régulates working hours to prevent
exploitation. It also protects yulnerablesgroups such as women and children, while
balancing employer and employee inferests to promote social justice and industrial
harmony.

Example: In hazardous industries like chemical plants or petroleum depots, the Act
requires fencing of machin@ry, appointment of safety officers, and emergency protocols.
This has prevented“countless accidents and safeguarded workers’ lives. Similarly,
provisions for créches in facteries employing women workers have supported gender
equality and workplace dignity.

2.1.1.5 Case Examples
1. State of Maharashtra v. Kores (India) Ltd. (1970)

In this case, the issue was whether a premises where only repairing and servicing of
typewriters was carried out could be considered a “factory” under the Act. The court
held that since the activity involved a manufacturing process and employed more than
the minimum number of workers, it fell within the definition of a factory. This case
clarified the scope of what constitutes a “manufacturing process.”
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2. Bhikusa Yamasa Kshatriya v. Union of India (1963)

The question here was whether bidi-making establishments employing workers at
different locations could be treated as factories. The Supreme Court ruled that if the
work is carried out under the supervision of an employer and involves a manufacturing
process, it qualifies as a factory. This case emphasized that the definition of a factory is
broad and not limited to a single building.

3. State of Gujarat v. Prakash Trading Co. (1972)

This case dealt with the employment of workers in premises where power was
used for manufacturing. The court held that once power is used in the process and the
minimum number of workers are employed, the establishment must comply with the
Factories Act. It reinforced the importance of adhering to safety and welfare provisions.

4. Indian Oil Corporation Ltd. v. Chief Inspector of Factories (1998)

The issue was whether storage depots of petroleum products could be considered
factories. The court ruled that since handling and processingyof petroleum involved
a manufacturing process, such depots fell under the definition of\a factory. This case
highlighted how hazardous industries are strictly regulated under the Act.

5. Regional Inspector of Factories v. P. Narayanaswamy (1960)

This case examined whether certain /premises where workers were engaged in
packaging and labeling could be considered a factory. The court held that packaging
and labeling are part of the manufacturing process, thereby bringing the premises under
the purview of the Act. It expanded the understanding of what activities qualify as
manufacturing.

2.1.2 Contract lsabour (Regulation and Abolition) Act, 1970

The Contract Labour (Regulation and Abolition) Act, 1970 (CLRA Act) was enacted
to regulate the employiment of contract labour and, in certain circumstances, to provide
for its abolition. The Act mainly seeks to protect workers employed through contractors
and to ensure that contractors and principal employers comply with prescribed labour
and welfare requirements. For study purposes, the Act is particularly important for
understanding the relationship between the principal employer, contractor and contract
workers.

2.1.2.1 Meaning and Purpose of the Act

The main purpose of the Act is to regulate the employment of workers engaged
through contractors and to prevent their exploitation. It provides requirements relating
to registration of establishments, licensing of contractors, welfare facilities, wages and
working conditions. It also gives the appropriate government power to prohibit contract
labour in certain types of work where the statutory conditions are satisfied.
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Example: A manufacturing company directly needs 50 workers for loading and
unloading but instead hires a contractor who supplies the workers. The workers supplied
by the contractor are generally treated as contract labour, and the arrangement may be
regulated under the Act.

2.1.2.2 Contract Labour

Contract labour means a worker who is hired in connection with the work of an
establishment through a contractor rather than being directly employed by the principal
employer. The contractor undertakes to produce a given result or supplies workers to
the establishment.

Example: A company hires ABC Labour Contractors to provide 30 housekeeping
workers. The workers perform housekeeping work in the company’s premises but are
supplied by ABC Labour Contractors. They are contract workers.

2.1.2.3 Principal Employer

The principal employer is the person or authority responsible for the establishment
in which the contract labour is employed. Depending on the type of establishment,
this may be the owner, manager, head of a government.department, or another person
specified by law.

Example: If a factory engages workers through a contractor, the factory’s manager or
the person legally responsible for the factory may be treated as the principal employer.

2.1.2.4 Contractor

A contractor is a person who undertakes to produce a given result for an establishment
through contract laboutior whoysupplies' contract labour to the establishment. The
contractor is responsible for employing and managing the workers supplied under the
contract.

Example: A construction company hires XYZ Contractors to supply 40 workers for
cleaning and maintenane€ XY Z Contractors is the contractor, while the construction
company is the principal employer.

2.1.2.5 Applicability of the Act

The Act generally applied to establishments and contractors employing 20 or more
contract workers, subject to the statutory provisions and exemptions. The appropriate
government could also extend its application to establishments or contractors employing
fewer workers after following the prescribed procedure.

Example: If a factory employs 50 workers through a contractor, the contract-labour
arrangement falls within the normal threshold for application of the Act.
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2.1.2.6 Registration of Establishments

The Act required every principal employer of an establishment to which the Act
applied to obtain a certificate of registration. Registration allowed the government to
identify establishments using contract labour and monitor compliance with the law.

Example: A large factory uses 100 contract workers for security and cleaning. The
principal employer must comply with the prescribed registration requirements before
employing contract labour.

2.1.2.7 Licensing of Contractors

A contractor covered by the Act was required to obtain a licence from the appropriate
licensing authority. The licence could contain conditions relating to the employment of
contract labour, wages and welfare facilities.

Example: If a contractor supplies 60 workers to a factory, the contractor must obtain
the required licence and comply with the conditions attached to that licence.

2.1.2.8 Prohibition of Employment of Contract Laboun

One of the most important features of the.Aet,was the power of the appropriate
government to prohibit the employment ©f contract, labour in particular work or
processes after considering the statutory factors.

The government could consider matters such as whether the work is incidental or
necessary to the business, whether it'is of a ‘perennial nature, whether it is ordinarily
performed by regular workers and whether it is sufficient to employ a considerable
number of workers.

Example: If a particularactivity in a factory is a permanent and continuous part of the
establishment’s core operations and 1s ordinarily performed by regular employees, the
government may considef whether contract labour should be prohibited for that work,
subject to the statutory process.

2.1.2.9 Advisory Boards

The Act provided for the establishment of Central and State Advisory Contract
Labour Boards. These Boards advise the appropriate government on matters relating to
contract labour and may be consulted before contract labour is prohibited in particular
establishments or processes.

Example: Before taking a decision regarding prohibition of contract labour in a
particular industry or process, the appropriate government may obtain the advice of the
relevant Advisory Board.
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2.1.2.10 Welfare Facilities

The Act requires contractors to provide certain welfare facilities for contract workers.
These facilities include drinking water, canteens, rest rooms, washing facilities and
first-aid facilities, subject to the conditions prescribed by the Act and rules.

Example: If a contractor employs a large number of workers at a factory site, the
contractor may be required to provide drinking water and suitable washing facilities for
those workers.

2.1.2.11 Canteens

Where the prescribed conditions are satisfied, the contractor must provide a canteen
for contract workers. The detailed requirements concerning the number of workers and
operation of the canteen are provided by the applicable rules.

Example: A contractor employs several hundred workers at a large industrial
establishment. If the prescribed threshold and conditions areymet, a canteen must be
provided for the workers.

2.1.2.12 Rest Rooms

The Act provides for rest-room facilitiesfWhere contract workers are required to halt
at night at the establishment and the prescribed conditions are satisfied. The rest rooms
must meet the standards prescribed by the relevant rules.

Example: A contractor employ$ migrant workersiat a remote project where workers
are required to stay overnight at the worksite. Where the statutory conditions apply,
suitable rest-room facilities must be provided.

2.1.2.13 Drinking@ Water

The contractor mustfprovide sufficient and accessible drinking-water facilities for
contract workers. The purposeds to protect workers’ health and ensure that they have
access to safe drinking watefwhile working.

Example: At a road-construction project, the contractor should provide clean drinking
water at convenient locations instead of requiring workers to walk a long distance to
find water.

2.1.2.14 Washing Facilities

The Act provides for suitable washing facilities for contract workers in circumstances
prescribed by the rules. This is especially important where workers are exposed to dust,
chemicals, grease or other substances.

Example: Workers engaged in industrial cleaning may come into contact with oil and
chemicals. Suitable washing facilities allow them to clean themselves after completing
their work.
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2.1.2.15 First-Aid Facilities

The contractor is required to provide appropriate first-aid facilities for contract
workers as prescribed by law.

Example: If a contract worker suffers a minor cut while working with machinery, a
properly equipped first-aid box should be available at the workplace for immediate
treatment.

2.1.2.16 Responsibility for Payment of Wages

The contractor is primarily responsible for payment of wages to contract workers.
The principal employer is required to nominate a representative to be present at the
time of wage payment and certify the amounts paid. If the contractor fails to pay wages
or makes short payment, the principal employer may become responsible for ensuring
payment to the workers and can recover the amount from the contractor.

Example: A contractor is supposed to pay 50 workers their menthly wages but fails to
make payment. The principal employer may be required to make the payment to the
workers and subsequently recover the amount from«he contractor:

2.1.2.17 Wage Rates

Contract workers must receive wages in accordance with the applicable legal
requirements, including minimum-wage requirements where applicable. A contractor
cannot legally avoid statutory wage obligations meérely because the workers are
employed through a contract.

Example: If the legally applicable mifitmum wage for a particular category of work is
%600 per day, a contractor.cannot pay a worker X300 per day simply because the worker
is contract labour.

2.1.2.18 Registersgand Records

Contractors and principaldemployers are required to maintain prescribed registers,
records and documents relating to contract workers, wages and employment conditions.
These records assist authorities in checking compliance.

Example: A contractor employing 100 workers may be required to maintain records
showing the workers' names, employment details, wages paid and other prescribed
information.

2.1.2.19 Inspectors

The appropriate government can appoint inspectors to enforce the Act. Inspectors
have powers to enter establishments, inspect workplaces, examine registers and records,
investigate matters relating to contract labour and perform other functions permitted by
law.
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Example: An inspector may visit a factory and examine whether the contractor has
maintained wage records and whether the required welfare facilities are available for
contract workers.

2.1.2.20 Health and Safety

Although the Act is primarily concerned with regulating contract labour and welfare,
it also requires prescribed welfare and working facilities to be provided to contract
workers. Other occupational-safety laws may also apply to the workplace depending on
the nature of the establishment.

Example: Contract workers employed inside a factory must be provided the facilities
and protections required by the applicable labour and safety laws. The fact that they are
employed through a contractor does not remove the employer's legal responsibilities
under applicable legislation.

2.1.2.21 Liability of the Principal Employer

The principal employer cannot simply ignore contract workers because they are
technically supplied by a contractor. The Act places, certain responsibilities on the
principal employer, particularly concerning registration, wage-payment oversight and
ensuring that prescribed welfare facilities arefavailable.

Example: A factory hires a contractor to provide security guards. If the contractor fails
to provide a legally required facility for the.workers, the principal employer may have
responsibilities under the applicabléprovisions,and miles.

2.1.2.22 Penalties

The Act provides penalties fot,violations of its provisions. A principal employer or
contractor may facefpunishment foroffences such as employing contract labour without
complying with registration ot \licensing requirements or violating other statutory
requirements.

Example: If a contractoréperates without the required licence while supplying contract
workers to a covered establishment, the contractor may be subject to the penalty
prescribed by law.

2.1.2.23 Exemptions

The appropriate government has powers under the Act to grant exemptions in certain
circumstances, subject to the statutory requirements. The government may consider the
nature of the establishment or circumstances of a particular case while exercising such
powers.

Example: If a particular establishment falls within a special category for which an
exemption is legally available, the appropriate government may grant an exemption
subject to the conditions prescribed.
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2.1.2.24 Importance of the Act

The Act was important because contract labour can sometimes face problems such
as irregular payment of wages, inadequate welfare facilities and insecure working
conditions. The Act created a framework for regulating the use of contract labour and
imposed responsibilities on both contractors and principal employers.

Example: A factory may use contract workers for cleaning, security and maintenance.
The Act ensures that the contractor cannot simply employ these workers without
complying with legal requirements relating to wages, records and welfare facilities.

2.1.3 The Building and Other Construction Workers’
(Regulation of Employment and Conditions of Service) Act,
1996

2.1.3.1 Introduction

The Building and Other Construction Workers’ (Regulation 'of Employment and
Conditions of Service) Act, 1996, commonly known,as the BOCW Act, 1996, was
enacted to regulate the employment and working conditions of workers engaged in
building and other construction activities. Construction workers are often exposed to
risks such as falls, injuries, dangerous machinery, electrical accidents and hazardous
materials. The Act was introduced to provide workers with safe and healthy working
conditions, welfare facilities and social-security benefits.

Example: If 50 workers are emiployed tosconstruct a multi-storey apartment building,
the employer must follow the safety,shealth, and welfare requirements applicable to
construction workers under the Act.

2.1.3.2 Objectiyes of theAct

The main objectiveofthe Actisto protect the health, safety and welfare of construction
workers. It regulates their conditions of employment and provides provisions relating
to working hours, rest périods, safety, health and welfare facilities. It also provides for
Welfare Boards through which eligible construction workers can receive various social-
security benefits.

Example: If construction workers are working at a height of 10 floors, the employer
must take safety measures such as providing proper scaffolding, guardrails and other
protective arrangements to reduce the risk of workers falling.

2.1.3.3 Application of the Act

The Act applies to establishments where ten or more building workers are employed
or were employed on any day during the preceding twelve months, subject to the
provisions of the Act. It covers various construction activities, including buildings,
roads, bridges, tunnels, dams and pipelines.
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Example: A company employs 25 workers for the construction of a shopping mall.
Since the establishment employs at least 10 building workers, the BOCW provisions
applicable to it must be followed.

2.1.3.4 Meaning of Building Worker

A building worker is a person employed for wages to perform skilled, semi-skilled
or unskilled work in connection with building or other construction work. It can
include masons, carpenters, electricians, plumbers, painters, welders, helpers and other
construction workers.

Example: A mason constructing walls, an electrician installing electrical wiring and a
plumber installing water pipes at a construction site can all fall within the category of
building workers.

2.1.3.5 Building and Other Construction Work

The Act covers a wide range of construction activities. These include construction,
alteration, repair, maintenance or demolition of buildings, roads, railways, bridges,
tunnels, dams, canals, pipelines, power structures and ether prescribed works.

Example: Workers constructing a highway bridgeor.a large.dam.€an be covered by the
Act even though they are not constructing an ordinary building.

2.1.3.6 Registration of Establishments

Covered construction establishments, are “required to obtain registration with
the appropriate authority. Registration’ helps the government identify construction
establishments and monitor, their compliance with labour, safety and welfare
requirements.

Example: A consfruction_ eompany starting a project involving 100 workers cannot
simply begin operationswithout complying with the prescribed registration requirements.
It must apply for registration with the appropriate authority.

2.1.3.7 Duties of Employers

Employers have an important responsibility to protect the health and safety of
workers. They must provide a safe working environment, comply with prescribed
safety standards and provide the welfare facilities required under the law. They must
also maintain necessary records and cooperate with inspectors.

Example: If workers are required to operate a concrete-mixing machine, the employer
must ensure that the machinery is properly maintained and that workers are given
appropriate safety instructions and protective equipment.
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2.1.3.8 Health and Safety Measures

The Act contains provisions relating to the safety of workers from construction-
related hazards. Employers must take precautions concerning scaffolding, ladders,
machinery, excavation, lifting equipment, electricity, fire and work at dangerous heights.

Example: When workers are digging a deep foundation, the employer must take
appropriate precautions to prevent the sides of the excavation from collapsing and
injuring workers.

2.1.3.9 Drinking Water and Sanitation

Employers must provide adequate and accessible drinking water and appropriate
sanitation facilities at construction sites. Proper sanitation helps protect workers from
diseases and maintains hygienic working conditions.

Example: At a large construction site, workers should have access to clean drinking
water and properly maintained toilets instead of being forcedyto obtain water from an
unsafe source.

2.1.3.10 First-Aid Facilities

Construction establishments must providé appropriate first-aid facilities for workers.
First aid is particularly important because construction work involves machinery,
heights, electrical equipment and other hazards.

Example: If a worker cuts his hafid while operating@€onstruction equipment, a first-aid
box should be readily available at the sité so that immediate treatment can be given.

2.1.3.11 Canteens

The Act provides for camteen facilities in establishments where the prescribed
conditions are satisfied.Fhe purpose is to provide workers with hygienic and reasonably
accessible food during workingsours.

Example: If a large construction project employs a substantial number of workers, the
employer may be required to provide a canteen where workers can obtain meals and
refreshments during breaks.

2.1.3.12 Rest Rooms and Accommodation

Where workers are required to stay at or near a construction site, the Act provides
for suitable rest rooms and accommodation facilities in the circumstances prescribed
by law. This is especially important for workers who have migrated from other places
for employment.

Example: A group of workers from another State is employed to construct a highway
in a remote area. Where the prescribed conditions apply, suitable accommodation and
resting facilities should be provided for them.
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2.1.3.13 Créches

The Act provides for creéche facilities for the children of women workers where the
prescribed conditions are satisfied. This helps women workers who have young children
and ensures that their children receive proper care while their mothers are working.

Example: If a construction project employs the prescribed number of women workers
who have young children, the employer may be required to provide a créche where the
children can be cared for during working hours.

2.1.3.14 Working Hours

The Act regulates the working hours of construction workers and provides for rest
intervals and weekly rest. These provisions are intended to prevent workers from being
forced to work for excessively long periods.

Example: If a contractor asks workers to continuously work throughout the day without
providing the legally required rest interval, such a practice'may violate the applicable
working-hour requirements.

2.1.3.15 Overtime

Where workers are required to work beyond the prescribed normal working hours,
they are entitled to overtime wages according to the applicable provisions. Overtime
provisions ensure that workers receive additional compensation for extra work.

Example: If a worker normallys€ompletes hispreséribed working hours but is asked
to work additional hours to complete a conerete-pouring operation, the additional work
may qualify for overtime payment according to the law.

2.1.3.16 Employaient of Women

The Act contains, provisions, telating to the employment and welfare of women
workers. Women workers are entitled to the protections and welfare facilities applicable
to them under the Act andirelévant rules and schemes.

Example: A woman employed as a construction worker at a building project must be
provided the safety and welfare protections required by law. Where applicable, facilities
such as a créche may also be provided for her child.

2.1.3.17 Employment of Young Persons

The Act contains provisions for the protection of young persons engaged in
construction work. Since construction sites involve dangerous machinery, heights and
heavy materials, restrictions are imposed on work that may expose young persons to
prohibited hazards.

Example: A young person should not be assigned work involving dangerous machinery
or other prohibited hazardous construction activities where the law restricts such

emplqyment.
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2.1.3.18 Safety Equipment and Protective Measures

Employers must take appropriate measures to protect workers from construction
hazards. Depending on the nature of the work, protective equipment may include
helmets, safety shoes, gloves, goggles, safety belts and protective clothing.

Example: A worker employed on the tenth floor of a building may need a safety helmet
and appropriate fall-protection equipment. A worker cutting metal may need suitable
eye and face protection.

2.1.3.19 Welfare Boards

The Act provides for the establishment of Building and Other Construction Workers’
Welfare Boards by State Governments. These Boards implement welfare schemes for
registered construction workers and administer the welfare funds available for their
benefit.

Example: A State Welfare Board may introduce a scheme providing financial assistance
for the education of the children of registered construction workers.

2.1.3.20 Registration of Workers as Beneficiakies

Eligible construction workers can registef themselves as beneficiaries of the Welfare
Board, subject to the statutory requirements. Registration enables workers to access
welfare schemes administered by the Board.

Example: A construction workerWho satisfies theprescribed age and work requirements
can apply to the State Welfarg' Board for‘beneficiary registration. Once registered, the
worker may become eligible for benefits under applicable welfare schemes.

2.1.3.21 WelfaredSchemes

Welfare Boards candimplement various schemes for the benefit of registered
construction workers. These may include assistance for medical treatment, education,
housing, accidents, maternityspensions and funeral expenses, depending on the schemes
applicable in the particular State.

Example: If a registered construction worker suffers a serious accident at work, the
worker or the worker’s family may receive financial assistance under an applicable
accident-benefit scheme.

2.1.3.22 Building and Other Construction Workers’ Welfare Cess

The welfare system is supported by the Building and Other Construction Workers’
Welfare Cess Act, 1996. A cess is imposed on the cost of construction at the rate
prescribed by law, and the money collected is used to finance welfare measures for
construction workers.
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Example: If a large construction project has a substantial construction cost, the
prescribed welfare cess may be collected from the construction establishment. The
funds can then be used for welfare schemes benefiting eligible construction workers.

2.1.3.23 Inspectors

The Act provides for inspectors to ensure compliance with its provisions. Inspectors
can enter construction establishments, inspect workplaces, examine machinery and
equipment, investigate accidents and check relevant records and documents.

Example: An inspector may visit a construction site without advance notice and check
whether workers have proper safety equipment and whether the employer is maintaining
the required records.

2.1.3.24 Accident Reporting

The Act requires employers to report certain construetion-site accidents to the
appropriate authorities. Reporting helps authorities investigate, serious accidents and
take measures to prevent similar incidents.

Example: [fa worker suffers a serious injury after fallingfrom scaffolding, the employer
may be required to report the accident to thegpreseribed authority in accordance with
the applicable rules.

2.1.3.25 Penalties

The Act provides penaltiesdfor violations of its provisions. Employers or other
responsible persons may face fines andn appropriate cases, imprisonment for offences
under the Act.

Example: If an employer repeatedlysignores mandatory safety requirements and
violates provisions of the Aetjthe.employer may face legal proceedings and the penalties
prescribed by law.

2.1.3.26 Importancef@fithe Act

The BOCW Act is important because construction workers are exposed to numerous
occupational risks and often have irregular employment. The Act attempts to ensure
that workers receive minimum standards of safety, health and welfare and can obtain
social-security benefits through Welfare Boards.

Example: A migrant construction worker who moves from one project to another may
not have stable employment or access to regular social-security benefits. Registration
with the appropriate Welfare Board can provide access to applicable welfare schemes.
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2.1.4 Sexual Harassment of Women at Workplace (Preven-
tion, Prohibition and Redressal) Act, 2013

The Sexual Harassment of Women at Workplace (Prevention, Prohibition and
Redressal) Act, 2013, commonly known as the POSH Act, was enacted to provide
protection to women against sexual harassment at the workplace and to provide a
mechanism for the prevention, prohibition and redressal of complaints relating to sexual
harassment. The Act is based on the principle that every woman has the right to work
in a safe environment free from sexual harassment. It also provides a formal complaint
and inquiry mechanism through the Internal Committee and, in appropriate cases, the
Local Committee.

2.1.4.1 Objective of the Act

The primary objective of the Act is to prevent sexual harassment of women at the
workplace and to provide an effective mechanism for dealing with complaints. It
requires employers to take preventive measures, create awareness among employees
and establish appropriate mechanisms for receiving and resolving,complaints.

Example: If an employee repeatedly makes sexually suggestive comments to a female
colleague, the employer must have a mechanism through which she can make a
complaint and seek redressal.

2.1.4.2 Meaning of Sexual Harassment

The Act defines sexual harassment broadly. Itineludes unwelcome acts or behaviour
such as physical contact and advances, a‘demand or request for sexual favours, making
sexually coloured remarks, showing pornography, or any other unwelcome physical,
verbal or non-verbal conduct of a sexual nature.

Example: A malef supervisemptepeatedly makes sexual comments about a woman's
appearance even aftes sh€ asks him to stop. Such unwelcome sexually coloured remarks
may amount to sexual harassment.

2.1.4.3 Physical Contact and Advances

Unwelcome physical contact or advances of a sexual nature can constitute sexual
harassment. Consent and the circumstances surrounding the conduct are relevant to
determining whether behaviour is unwelcome.

Example: A supervisor repeatedly touches an employee's body without her consent or
attempts to make unwanted physical advances towards her at the workplace.

2.1.4.4 Demand or Request for Sexual Favours

A demand or request for sexual favours is expressly recognised as sexual harassment
under the Act.
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Example: A manager tells an employee that he will recommend her for promotion if
she agrees to go on a private date with him in circumstances involving a sexual demand.
Such conduct may amount to sexual harassment.

2.1.4.5 Sexually Coloured Remarks

The Act covers sexually coloured remarks, including inappropriate sexual jokes or
comments directed at a woman.

Example: During a workplace meeting, a colleague repeatedly makes explicit sexual
jokes directed at a female employee, making her uncomfortable. Such conduct may fall
within the Act's definition.

2.1.4.6 Showing Pornography

Showing pornography or other sexually explicit material to a woman without her
consent can constitute sexual harassment.

Example: An employee sends sexually explicit videos to a female colleague through
the company's messaging system even though shedias not asked for or consented to
receiving them.

2.1.4.7 Other Unwelcome Conductfof a Sexual Nature

The definition also covers other unweleome physical, verbal or non-verbal conduct
of a sexual nature. This allows thedaw: to address fornis of sexual harassment that may
not fit neatly into the specific examples listed in‘theAct.

Example: An employee repeatedly sends unwanted sexually suggestive messages to a
female colleague through. workplace communication platforms.

2.1.4.8 CircumgtancesgFhat May Amount to Sexual Harassment

The Act identifies certain cireumstances which, if connected with unwelcome sexual
behaviour, may amount gess€xual harassment. These include an implied or explicit
promise of preferential treatment in employment, an implied or explicit threat of
detrimental treatment, threats regarding employment status, interference with work,
creating an intimidating or offensive work environment, or humiliating treatment likely
to affect health or safety.

Example: A supervisor tells a woman that she will receive a better appraisal if she
agrees to meet him privately for a sexual purpose. This may involve a promise of
preferential treatment linked to sexual conduct.

2.1.4.9 Meaning of Aggrieved Woman

An aggrieved woman under the Act is a woman of any age, whether employed or not,
who alleges that she has been subjected to sexual harassment at a workplace. Therefore,
the protection is not limited to permanent female employees.
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Example: A female intern, temporary worker, visitor or woman employed through an
agency may be able to make a complaint if she experiences sexual harassment at a
workplace.

2.1.4.10 Meaning of Workplace

The Act gives a broad meaning to workplace. It includes government and private
organisations, offices, institutions, hospitals, sports institutions, educational institutions,
places visited by employees during employment and employer-provided transportation.
The definition can therefore extend beyond the employer's physical office.

Example: If an employee experiences sexual harassment while travelling in a company-
provided vehicle for work, the incident may fall within the scope of the Act.

2.1.4.11 Employer's Responsibility

The employer has a duty to provide a safe working envitonment and take steps to
prevent sexual harassment. Employers must also provide the facilities and assistance
required for dealing with complaints and inquiries under the Act.

Example: A company should not simply tell an employee to "ignore" repeated sexual
harassment. It should have a proper complaintimeéchanism and take appropriate action
in accordance with the Act.

2.1.4.12 Internal Committee

An employer is required to constitute an Internal Committee (IC) at the workplace in
accordance with the Act where the statutory eonditions are satisfied. The Committee is
responsible for receiving and 'dealing with complaints of sexual harassment.

The Committee miust have the €omposition prescribed by law, including a woman
Presiding Officer, [employeefmembers and an external member familiar with issues
relating to sexual harasSment.

Example: A company with.adarge office can constitute an Internal Committee consisting
of a senior woman employee as Presiding Officer, other employee members and an
external member with appropriate experience.

2.1.4.13 Local Committee

The Act provides for a Local Committee at the district level. It is intended to receive
complaints from women working in establishments where an Internal Committee has
not been constituted because the establishment has fewer than the prescribed number of
workers, and in certain other circumstances specified by the Act.

Example: A woman working in a small office with fewer than 10 employees may
approach the Local Committee in the circumstances provided by the Act instead of an
Internal Committee.
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2.1.4.14 Complaint by the Aggrieved Woman

A woman who alleges sexual harassment may make a written complaint to the
Internal Committee or Local Committee, as applicable, within the period prescribed by
the Act. The Act also provides for assistance where the woman is unable to make the
complaint in writing.

Example: If a woman employee is repeatedly harassed by her supervisor, she can submit
a written complaint to her company's Internal Committee describing the incidents and
relevant circumstances.

2.1.4.15 Time Limit for Complaint

The Act originally provides that a complaint should generally be made within three
months from the date of the incident, or, in the case of a series of incidents, within three
months from the date of the last incident. The Committee may extend the period by a
further period of up to three months if it is satisfied that ciccumstances prevented the
woman from making the complaint within the original period.

Example: If an incident occurred on 1 January, the cémplaint would'ordinarily be made
within the prescribed three-month period. If the womanwas unable to complain because
of serious circumstances, the Committee may.eofiSider an €xtension in accordance with
the Act.

2.1.4.16 Conciliation

Before starting an inquiry, the Internal,Committec or Local Committee may, at the
request of the aggrieved woman, attempt to settle the matter through conciliation.
However, monetary settlement cannot be the basis of such conciliation.

Example: If a woman requests coneiliation and both parties agree to a non-monetary
resolution, the Committeemaypattempt conciliation. However, the matter cannot be
settled simply by offerifig the woman money.

2.1.4.17 Inquiry inteithe Complaint

If the matter is not resolved through permitted conciliation, the Committee conducts
an inquiry in accordance with the Act and applicable service rules. Both parties are
given an opportunity to present their case and provide relevant information or evidence.

Example: If an employee alleges that her manager sent inappropriate messages, the
Committee may examine the messages, hear the complainant and respondent, and
consider statements from relevant witnesses.

2.1.4.18 Powers of the Internal Committee

During an inquiry, the Committee has powers similar to those of a civil court in
relation to certain matters, such as requiring the attendance of persons and examining
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them on oath, requiring discovery and production of documents, and other prescribed
matters.

Example: If a colleague witnessed the alleged incident, the Committee may require the
person to appear and provide relevant evidence during the inquiry.

2.1.4.19 Principles of Natural Justice

The inquiry process is required to follow the principles of natural justice. The person
against whom the complaint is made must have an opportunity to know the allegations
and present a response, while the complainant must also have a fair opportunity to
present her case.

Example: If an employee is accused of sending inappropriate messages, the Committee
should not decide the case without giving the respondent an opportunity to respond to
the allegations.

2.1.4.20 Confidentiality

The Act contains provisions protecting the confidéntiality of information relating to
the complaint, inquiry and identities of the parties and witnesses, subject to the statutory
provisions.

Example: A company should not circulate an email identifying the complainant and
publishing details of the allegations to all'employees.

2.1.4.21 Interim Relief

During the pendency of an inquiry,‘the Internal Committee may recommend certain
interim measures at the request of the aggrieéved woman, as permitted by the Act. These
can include transferping the womanesnthe respondent, granting leave to the woman, or
providing other appropriatea@lief within the statutory framework.

Example: If the complainant and respondent work directly together and the situation
is causing serious difficulty«@uring the inquiry, the Committee may recommend an
appropriate temporary workplace arrangement permitted under the Act.

2.1.4.22 Action After Inquiry

After completing the inquiry, the Committee prepares its findings and makes
recommendations in accordance with the Act. Where the allegation is proved,
appropriate action may be recommended under the applicable service rules and the
provisions of the Act.

Example: If the Committee concludes after inquiry that an employee committed sexual
harassment, it may recommend disciplinary action in accordance with the applicable
service rules.
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2.1.4.23 Compensation to the Aggrieved Woman

The Act allows compensation to be determined in accordance with prescribed
factors in appropriate cases. Factors can include the mental trauma, pain, suffering and
emotional distress caused to the woman, loss of career opportunity, medical expenses
and the respondent's financial position, among other relevant factors specified by law.

Example: If sexual harassment results in significant medical expenses and loss of
employment-related opportunities, these factors may be considered when determining
compensation in accordance with the Act.

2.1.4.24 False or Malicious Complaints

The Act contains provisions concerning malicious complaints or false evidence.
However, merely failing to prove a complaint does not automatically mean that the
complaint was false or malicious. Action under this provision requires the conditions
specified by the Act to be satisfied.

Example: If a woman makes a genuine complaint but the Committee cannot establish
the allegation because there is insufficient evidencegthat fact alone does not mean that
she has made a malicious complaint.

2.1.4.25 Duties of the Employer

The employer has several statutory duties, including providing a safe workplace,
displaying information about sexual, harassment amd the consequences of sexual
harassment, conducting awareness programmes, providing facilities for the Internal
Committee and assisting with/inquiriess

Example: A company can conduct an annual POSH awareness session explaining what
constitutes sexual hafassment, how employees can complain and the role of the Internal
Committee.

2.1.4.26 Awareness and Tfaining

Employers are required to organise workshops and awareness programmes for
employees and orientation programmes for members of the Internal Committee. The
purpose is to educate employees about prohibited conduct and the complaint mechanism.

Example: A company may conduct a yearly training session explaining inappropriate
workplace behaviour and demonstrating how an employee can approach the Internal
Committee.

2.1.4.27 Display of Information

The employer must display prominently at the workplace information about the penal
consequences of sexual harassment and the order constituting the Internal Committee,
including the names and contact details of its members as required.
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Example: A company may place a POSH notice on its employee information board
stating whom employees can contact to make a complaint and providing the required
Committee information.

2.1.4.28 Annual Report

The Internal Committee or Local Committee is required to prepare an annual report
containing the information prescribed under the Act. The employer and the appropriate
government authority are required to receive the relevant information in accordance
with the Act and rules.

Example: The Internal Committee may report the number of complaints received, the
number disposed of and other required information for the relevant year.

2.1.4.29 Penalty for Non-Compliance by Employer

The Act provides penalties for an employer who fails, to comply with certain
statutory obligations, such as failure to constitute the Internal €ommittee or failure to
take required action under the Act. The Act also provides consequences for repeated
violations.

Example: If a covered company repeatedly sefuises,to establishdthe required Internal
Committee, it may face the statutory consequences prescribed under the Act.

2.1.4.30 Role of the Internal Commiittee in Simmple Terms

The Internal Committee act§ as the organisation's formal mechanism for dealing
with workplace sexual-harassment complaints. Its role includes receiving complaints,
conducting inquiries, maintaining confidentiality, making findings and recommending
appropriate action or relief as provided by‘law.

Example: An employee eomplains that her manager has been sending sexually
inappropriate messages: The Internal Committee receives the complaint, conducts the
required process and makes reegommendations based on its findings.

2.1.4.31 Protection Against Retaliation

The Act's framework is designed to ensure that a woman can raise a complaint without
the complaint process itself becoming a means of further harassment. Interim measures
and other protections under the Act can be relevant where workplace circumstances
require them.

Example: If a woman complains against her supervisor, the employer should not
respond by threatening her with dismissal merely because she made a complaint. Any
employment action must comply with applicable law and service rules.
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2.1.4.32 Importance of the Act

The POSH Act is important because it creates a formal legal framework for preventing
and addressing sexual harassment at workplaces. It places duties on employers,
establishes complaint mechanisms and provides procedures for inquiry and redressal.
It also recognises that workplace sexual harassment can occur in different forms and in
different locations connected with employment.

Example: A woman may experience harassment not only inside her office but also
during a work-related conference, business trip or company-provided transportation.
Depending on the circumstances, such conduct can fall within the Act's broad workplace
framework.

2.1.5 The Child and Adolescent Labour (Prohibition and
Regulation) Act, 1986

The Child and Adolescent Labour (Prohibition and Regulation) Act, 1986 is an
important Indian labour-welfare legislation intended to protect children and adolescents
from exploitation and hazardous employment. The¢Act was originally known as the
Child Labour (Prohibition and Regulation) Act, 1986 and was substantially amended in
2016. The amendment changed the name of thedawsand strengthened the prohibition on
employment of children while introducing$pecific provisions relating to adolescents.

2.1.5.1 Objective of the Act

The main objective of the Aet 1s to prohibitithe employment of children in all
occupations and processes, subject to the limited exceptions provided by law, and to
prohibit the employment of adolescents in hazardous occupations and processes. It also
regulates the conditionsefwork of adolescents in permitted non-hazardous employment.

Example: A restaurant ownereannot employ a 12-year-old child as a waiter. Similarly,
a 16-year-old adoleseent cannot be employed in a hazardous process such as certain
dangerous manufacturing operations covered by the law.

2.1.5.2 Meaning of Child

Under the amended law, a child means a person who has not completed 14 years of
age, or such age as may be specified in the Right of Children to Free and Compulsory
Education Act, 2009, whichever is more. The law therefore provides protection to
children from employment.

Example: A 13-year-old child cannot ordinarily be employed as a shop assistant,
factory worker or domestic worker because the person has not completed the legally
prescribed age.
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2.1.5.3 Meaning of Adolescent

An adolescent means a person who has completed 14 years of age but has not
completed 18 years of age.

Example: A person who is 16 years old is an adolescent under the Act. Such a person
may work in permitted employment but cannot be employed in hazardous occupations
or processes covered by the Act.

2.1.5.4 Prohibition of Employment of Children

The Act generally prohibits the employment of children in all occupations and
processes. This is one of the most important provisions introduced and strengthened
through the 2016 amendment.

Example: A shopkeeper cannot employ a 12-year-old child to work every day at the
shop, even if the child is willing to work.

2.1.5.5 Exception for Helping the Family

The Act contains a limited exception under which a ehild may help his or her family
or family enterprise after school hours or duringsvacations, subjéct to the conditions
specified by the law. The exception does notpermit children tobe engaged in hazardous
occupations or processes and is subject to'the statutory restrictions.

Example: A 13-year-old child may, within the legally permitted conditions, help parents
in their family business after school hours. However; the child cannot be made to work
in a hazardous process merely/because itfis'a family business.

2.1.5.6 Exception fogArtistic Work

The law permits/children tesparticipate in certain audio-visual entertainment or sports
activities, subject to thestatutory conditions and safeguards. The employment must not
adversely affect the child's education and development.

Example: A 13-year-old child may act in a television programme or participate in a
sports activity under the conditions prescribed by law, provided the child's education
and safety are protected.

2.1.5.7 Prohibition of Adolescents in Hazardous Occupations

The Act prohibits the employment of adolescents between 14 and 18 years of age in
hazardous occupations and processes specified under the law.

Example: A 16-year-old adolescent cannot legally be employed in a hazardous mining-
related activity covered by the prohibited category.
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2.1.5.8 Hazardous Occupations and Processes

The Act identifies certain occupations and processes as hazardous for adolescents.
The Schedule to the Act specifies the relevant hazardous activities, and the government
has powers relating to the modification of the Schedule in accordance with the law.

Example: If a particular industrial process involves serious risks from dangerous
machinery or hazardous substances and is included in the applicable Schedule, an
adolescent cannot be employed in that process.

2.1.5.9 Regulation of Working Conditions of Adolescents

Although adolescents may work in permitted non-hazardous occupations, their
employment is subject to regulation. The Act contains provisions concerning their
working conditions, including working hours, rest intervals and weekly holidays.

Example: A 16-year-old working in a permitted non-hazardous establishment cannot
simply be required to work continuously for excessively long hours without the rest and
other protections prescribed by law.

2.1.5.10 Working Hours of Adolescents

An adolescent employed in a permitted occupation cannot be required to work
beyond the limits prescribed by the Act./The law regulates the duration of work and
provides for appropriate rest intervals.

Example: If an adolescent is legdlly employedinsaspermitted shop, the employer must
follow the statutory restrictiofis on theddelescent's daily working hours rather than
requiring the person to work throughout the /day without adequate rest.

2.1.5.11 Weekly Holiday

The Act provides, forf a weekly holiday for adolescents employed in permitted
occupations.

Example: If a 16-year-old'1s legally employed in a permitted workplace, the employer
must provide the weekly day of rest required under the applicable provisions rather than
requiring the adolescent to work every day.

2.1.5.12 Health and Safety

Employers must provide appropriate health and safety protections for adolescents
who are legally employed in permitted occupations. The workplace should not expose
them to prohibited hazards or unsafe conditions.

Example: If an adolescent works in a permitted office environment, the employer
must maintain a safe workplace and should not assign the adolescent dangerous tasks
involving prohibited machinery or hazardous substances.
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2.1.5.13 Notice to Inspector

The Act contains provisions requiring employers of adolescents in permitted
establishments to provide prescribed notice or information regarding the employment
to the appropriate authority.

Example: If a business legally employs an adolescent, the employer may be required to
provide the prescribed details of the employment to the relevant authority in the manner
required by the applicable rules.

2.1.5.14 Maintenance of Registers and Records

Employers are required to maintain prescribed registers and records relating to
adolescents employed in their establishments. These records help authorities verify
compliance with the Act.

Example: An employer who legally employs a 16-year-old may be required to maintain
records containing the adolescent's name, date of birth, nature ef employment and other
prescribed details.

2.1.5.15 Inspection

The Act provides for inspection and enfofeement mechanisms to ensure compliance.
Inspectors and other authorised officials ¢an take steps permitted by law to determine
whether children or adolescents are being employed in yiolation of the Act.

Example: An inspector may visit@workshop aftesre€eiving information that a 13-year-
old child is working there and investigateiwhether the establishment is violating the Act.

2.1.5.16 Penalties for, Employing a/Child

The Act provides strict penalties for an employer who employs a child in violation
of the prohibition. The pénalties include imprisonment and fines as prescribed by law,
with enhanced consequences fof repeat offences.

Example: If a factory owner knowingly employs a 12-year-old child in prohibited
employment, the owner can face the criminal penalties provided under the Act.

2.1.5.17 Penalties for Employing an Adolescent in Hazardous Work

An employer who employs an adolescent in a hazardous occupation or process
prohibited by the Act can also be punished.

Example: If a 17-year-old is employed in a hazardous industrial process included in
the prohibited category, the employer may face the penalties prescribed under the Act.

2.1.5.18 Punishment for Repeat Offences

The Act provides more serious punishment for repeat offences involving prohibited
child or adolescent employment.
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Example: If an employer has already been convicted for illegally employing a child
and subsequently commits another similar offence, the employer can face enhanced
punishment under the Act.

2.1.5.19 Responsibility of Parents or Guardians

The Actrecognises that parents or guardians may sometimes be involved in permitting
children to work. However, the law does not treat parents and employers in exactly the
same manner, and statutory exceptions and conditions apply. The primary focus is on
preventing employers from exploiting children.

Example: If a child is found working illegally in a commercial establishment, the
employer may be prosecuted. A parent who permits a child to assist in a legally
permitted family activity is treated differently from an employer who employs the child
in prohibited work.

2.1.5.20 Rehabilitation of Rescued Children

The legal framework also provides for measures relating te the rehabilitation of
children who are withdrawn from prohibited employment, including financial support
through the statutory rehabilitation mechanism and“other applicable government
schemes.

Example: If a 13-year-old child is rescued from illegal employment, the child can
be removed from the workplace and suppoited through appropriate rehabilitation and
educational measures.

2.1.5.21 Child and Adolescent Kabour Rehabilitation Fund

The Act provides fofiarChildiand Adolescent Labour Rehabilitation Fund. Where
an employer is fined for violating the'Act, the amount recovered can be credited to the
Fund, and the governmenti@also makes the prescribed contribution for the rehabilitation
of rescued children.

Example: If an employ€tiis fined after illegally employing a child, the prescribed
amount may be credited to the Rehabilitation Fund and used for measures intended to
support the child's rehabilitation.

2.1.5.22 Importance of Education

The Act works together with India's broader legal framework concerning free and
compulsory education. The prohibition on child employment is intended to help ensure
that children remain in school rather than being pushed into employment.

Example: Instead of a 12-year-old spending the entire day working in a roadside shop,
the child should be able to attend school and receive education.
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2.1.5.23 Family Enterprise Exception — Important Limitation

The family-enterprise exception should not be understood as a general permission
to employ children. The work must satisfy the statutory conditions, occur within the
permitted circumstances and must not involve hazardous occupations or processes. The
child's education must also not be adversely affected.

Example: A child helping parents with a small family activity after school may fall
within the statutory exception, but making the child work for eight hours every day
instead of attending school would not be justified merely by calling it a family enterprise.

2.1.5.24 Artistic and Sports Activities — Important Limitation

The artistic-work exception is also subject to safeguards. Participation in films,
television, advertisements, sports or similar activities must comply with the prescribed
conditions and must not interfere with the child's education, health or safety.

Example: A 13-year-old acting in a television advertisement may be permitted subject
to the applicable legal safeguards, but the production cannot simply ignore the child's
schooling or expose the child to dangerous working@onditions.

2.1.5.25 Role of Employers

Employers have the responsibility to @nsure that they do not employ children in
violation of the Act and do not employ adolescents in prohibited hazardous occupations
or processes. They must also complyswith the prescribed requirements when adolescents
are legally employed.

Example: Before hiring a young worker, an employer should verify the worker's age
and ensure that the proposed work is legally permitted for that age group.

2.1.5.26 Importance offAge Verification

Since the legal restrictions depend on whether a person is a child or adolescent,
determining the worker's ageds important. Employers should maintain appropriate age-
related documents and records as required by law.

Example: If an employer wants to hire a 16-year-old, the employer should verify the
person's age using appropriate documents rather than simply relying on the person's
statement.

2.1.5.27 Relation with Other Laws

The Child and Adolescent Labour Act operates alongside other laws dealing with
children, education, trafficking, juvenile protection and workplace safety. These laws
collectively seek to protect children from exploitation and ensure their development
and education.
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Example: If a child is rescued from illegal employment, the authorities may need
to consider not only the child-labour law but also laws relating to education, child
protection and rehabilitation.

2.1.5.28 Importance of the Act

The Act is important because children are particularly vulnerable to exploitation,
unsafe working conditions and loss of educational opportunities. By generally
prohibiting child employment and restricting adolescents from hazardous work, the
legislation seeks to protect children's health, safety, education and development.

Example: A child who would otherwise spend the entire day working in a hazardous
workshop can instead remain in school and receive education, while an adolescent can
be protected from particularly dangerous forms of employment.

® Recap

¢ The Factories Act, 1948, protects factory workers by tegulating health,
safety, welfare, working hours, and working conditions. It requires
employers to provide safe workplaces andiessential welfare facilities such
as sanitation, drinking water, fizst aid, canteens, and creches.

¢ Contract Labour (Regulation ‘and Abolition) Act, 1970, regulates the
employment of contractglabour through ségistration of establishments
and licensing of contfactors. It provides for wages, welfare facilities, and
suitable working conditions for ¢ontract workers.

¢ Building and_Other), Construction Workers Act, 1996, regulates the
employment, health, “safetygfand welfare conditions of construction
workers. It provides, welfare and social security measures to protect
constructionsworkers from occupational risks and unsafe conditions.

¢ Sexual Harassment'of Women at Workplace Act, 2013, aims to prevent,
prohibit, and redress sexual harassment of women at the workplace.
It requires covered workplaces to establish appropriate mechanisms,
including an Internal Committee, for handling complaints.

¢ Child and Adolescent Labour Act, 1986, prohibits child labour in
accordance with its provisions and restricts adolescents from working in
specified hazardous occupations and processes. It aims to protect children
and adolescents from exploitation and unsafe working conditions while
safeguarding their health, education, and development.
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Objective Questions

1.  What does the Factories Act, 1948 primarily deal with?

2. In which year was the Contract Labour (Regulation and Abolition) Act

enacted?
3. Who are mainly protected under the BOCW Act, 1996?
4. In which year was the POSH Act enacted?
5. What is the main purpose of the POSH Act, 2013?

6. In which year was the Child and Adolescent Labour Act originally
enacted?

7. Under the Child and Adolescent Labour law, what is the age range
generally covered by the term “adolescent”?

8. What is the name of the committee constituted by a covered employer
under the POSH Act to deal with, workplace séxual-harassment
complaints?

9. Which Act provides welfare{measures specifically for building and
construction workers?

10. Which Act generally prohibitsythe employment of children, subject to
limited statutory exeeptions?

Answers

1. The Factories’Aet, 1948 protects the health, safety and welfare of factory
workers.

2. The Contract Labour Act was enacted in 1970.
3. The BOCW Act, 1996 mainly protects construction workers.
4. The POSH Act was enacted in 2013.

5. The POSH Act aims to prevent and redress sexual harassment of women
at the workplace.

6. The Child and Adolescent Labour Act was originally enacted in 1986.

7. An adolescent is generally a person aged 14 years but below 18 years.
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The committee is called the Internal Committee.

The BOCW Act, 1996 provides welfare measures for construction
workers.

The Child and Adolescent Labour Act, 1986 generally prohibits child
employment, subject to limited exceptions.

Self - Assessment Questions

Analyse the role of the Factories Act, 1948 in promoting occupational
health, safety, and worker welfare.

Discuss the major provisions of the Contract kabour (Regulation and
Abolition) Act, 1970, with special reference to the'regulation and welfare
of contract workers.

Explain the health, safety, and welfare provisions provided under the
Building and Other Construction Workers (Regulatiof of Employment
and Conditions of Service) Act, 4996.

Discuss the objectives and major provisions of the Sexual Harassment of
Women at Workplace (Prevention,, Prohibition and Redressal) Act, 2013.

[lustrate how the ptovisions of the Child and Adolescent Labour Act,
1986 can be applied to prevent theiexploitation of young workers.

Assignments

Explain the main objectives, scope and important provisions of the
Factories Act, 1948.

Discuss the role and responsibilities of the principal employer and
contractor.

Discuss the important provisions of the Building and Other Construction
Workers’ (Regulation of Employment and Conditions of Service) Act,
1996.

Discuss the role and functions of the Internal Committee in handling
complaints.

Explain the main provisions of the Child and Adolescent Labour
(Prohibition and Regulation) Act, 1986.
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6. Compare the Factories Act, 1948, Contract Labour Act, 1970 and BOCW
Act, 1996 with regard to the protection of workers, safety measures,
welfare facilities and working conditions.

7.  Discuss the importance of labour welfare legislation in India with reference
to the POSH Act, 2013 and Child and Adolescent Labour Act, 1986.
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Unit —@

Laws on Wages

Learning Outcomes

After completing this unit, the learners will be able to:

¢ understand the objectives and key provisions of the Payment of Wages
Act, 1936

¢ explain the importance of the Minimum Wages Act, 1948 in ensuring fair
and adequate wages for workers

¢ understand the purpose and provisions of the Payment of Bonus Act,
1965

¢ explain the principles of equal pay and non-discrimination under the
Equal Remuneration Act, 1976

O develop awareness of workefs’ rights relating to timely payment,
minimum wages, bonus and equal remuneration

0 analyze the role of awage-related labour legislation in preventing
exploitation and profmoting sogial justice

¢ apply the provisions of these labour laws to practical workplace situ-
ations and understand their importance in promoting fair employment
practices

Asiad Workers’ Case

During the construction work undertaken for the 1982 Asian Games in Delhi,
workers employed through contractors were allegedly paid wages below the
minimum rates prescribed by law. The People’s Union for Democratic Rights
(PUDR) investigated the working conditions and brought the matter before the
Supreme Court of India. The case raised an important question regarding whether
payment of wages below the legally prescribed minimum wage could amount to
exploitation of labour. The Supreme Court emphasized that payment of less than
the minimum wage was not merely a violation of labour legislation but could
also constitute forced labour prohibited under Article 23 of the Constitution of
India.
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The judgment highlighted the importance of minimum wage legislation in
protecting vulnerable workers, particularly those employed through contractors and
in the unorganised sector. The Court made it clear that an employer cannot justify
payment below the statutory minimum wage by relying on the worker’s consent,
financial difficulties, or the nature of the employment arrangement. The case
therefore demonstrates the relationship between the concept of wages, minimum
wage protection, legal regulation of wage payments, prevention of exploitation,
and constitutional protection of workers. It also illustrates the broader objective
of wage legislation in ensuring fair remuneration and promoting social justice
in employment. This unit focuses on the concept of wages, the legal framework
governing wage payments in India, the objectives of wage regulation, and the role
of minimum wage legislation in preventing exploitation and protecting workers’
rights.

Wages, Remuneration, Bonus, Deductions, Compliance, /Social Security,
Exploitation

Discussion

Labour wage legislation in India provides a legal framework for ensuring fair, timely,
and equitable payment to employees. The Payment of Wages Act, 1936 regulates the
timely payment of wageés and secks to_prevent unauthorized deductions, while the
Minimum Wages Aet, 1948 provides for the fixation and revision of minimum rates
of wages for eligible employees: The Payment of Bonus Act, 1965 provides for the
payment of statutory bonus to/ eligible employees based on prescribed conditions,
and the Equal RemunerationAct, 1976 aimed to ensure equal remuneration for men
and women performing the same or similar work and prevent discrimination on the
ground of sex in employment. Together, these laws seek to promote wage security, fair
remuneration, employee welfare, and economic justice in the workplace.

2.2.1 Concept of Wage

¢ Wage is the monetary or monetary-equivalent compensation paid by an employer
to a worker or employee for work performed or services rendered.

¢ Itis one of the most important elements of the employment relationship because
it provides the worker with income for meeting personal and family needs.

¢ Wages may include basic pay and other legally or contractually payable
components, depending on the nature of employment and the applicable law.
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¢ The legal meaning of wages may differ from the ordinary meaning of salary or
remuneration because different labour laws may define wages differently.

¢ The concept of wages has gradually developed from a simple payment for
labour into a broader concept connected with fairness, dignity, social justice
and economic security.

Example: If a machine operator receives 320,000 per month for performing manufac-
turing work, that payment represents remuneration for the work performed.

2.2.1.1 Evolution of the Concept of Wage in India

The concept of wages in India has developed alongside the growth of industrialisation,
labour movements and social welfare legislation. In the earlier period, wages were
largely determined by agreements between employers and workers and were strongly
influenced by market conditions. Workers often had limited bargaining power and
could be vulnerable to delayed payments, arbitrary deductions and very low wages.
The development of labour legislation gradually established minimum standards and
protections for workers. The modern concept of wages therefore @embines contractual,
statutory, economic and social dimensions.

Example: The progression from the PaymeatiofyWageshAct, 1936 to the Code on
Wages, 2019 shows how wage regulation has moved towards'a more consolidated and
comprehensive system.

2.2.1.2 Components of Wages

An employee’s total remuneration mady consist of several different components. The
structure of remuneration differs between organisations, industries and categories of
employment. Basic paymnermally, forms an timportant part of the wage structure, while
allowances may be provided for specific purposes. Bonuses and incentives may provide
additional payments depending upon statutory requirements, employment contracts or
organisational policies. Howevet, the fact that an amount appears on a salary slip does
not automatically determine whether it is legally included in “wages” under a particular
statute.

2.2.2 Payment of Wages Act, 1936

The Payment of Wages Act, 1936 is now a historical/earlier wage statute. With the
Labour Codes coming into force on 21 November 2025, its relevant provisions have
been consolidated into the Code on Wages, 2019.

2.2.2.1 Background and Purpose

The Payment of Wages Act, 1936 was introduced to protect workers against
delayed payment of wages and unauthorised deductions. During the early period of
industrialisation, workers often had limited bargaining power and could face delays
or improper deductions from their earnings. The Act established legal rules regarding
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the payment of wages and provided remedies when employers failed to comply. Its
central idea was that a worker should receive the wages earned through his or her labour
regularly, correctly and within the prescribed period.

Example: If an employer deliberately delayed an employee’s wages every month
without lawful justification, the Act provided a legal basis for the worker to seek a
remedy.

2.2.2.2 Historical Importance of the Act

The Act was one of India’s important early labour-protection laws. Before such
legislation, wage payment was often governed mainly by employment arrangements,
leaving workers vulnerable to unfair practices. The Act introduced statutory controls
over the time, manner and deductions relating to wage payment. It therefore became an
important foundation for later developments in Indian wage legislation.

Example: A factory worker who previously had little protection against arbitrary
deductions gained statutory protection once the Act became applicable to the
establishment.

2.2.2.3 Scope and Application

Historically, the Payment of Wages Act applied to specified categories of employees
and establishments covered by the statute, including certain factories, railways and other
establishments. Its application was also subject to the wage ceiling and other conditions
prescribed from time to time. Thé'Scope ofithe Aet was subsequently amended as
India’s employment structure ¢hanged. Teday, however, students should distinguish its
historical scope from the broader appli¢ation of the Code on Wages, 2019.

Example: A worker employed in a covered industrial establishment could claim the
protections relatingd4o timely wage payment and lawful deductions under the Act when
it applied to that employment.

2.2.2.4 Time and Mode of Payment

One of the major contributions of the Act was to establish rules concerning when
wages should be paid. It also recognised permitted methods of payment, including
payment in currency or coin and, as the law developed, payment by cheque or credit to
a bank account. These provisions reduced uncertainty and helped workers receive their
earnings in a verifiable form. The present Code on Wages continues the basic principle
that wages must be paid according to legally prescribed requirements.

Example: Instead of an employer keeping a worker’s wages for an indefinite period,
the law required payment within the prescribed wage period and time limit.

2.2.2.5 Regulation of Deductions

The Act was particularly important because it restricted unauthorised deductions
from wages. An employer could not simply deduct any amount from a worker’s wages
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according to personal discretion; deductions had to fall within the categories permitted
by law and satisfy the applicable conditions. This protection was essential because even
a small unlawful deduction could significantly affect a low-paid worker’s household
income. The principle continues under the Code on Wages, 2019.

Example: If an employer deducted money from an employee’s wages as an arbitrary
punishment without legal authority, the deduction could be challenged.

2.2.2.6 Wage Records and Transparency

The wage-payment framework required employers to maintain appropriate registers,
records and wage-related information. Proper documentation makes it easier to establish
the amount earned, deductions made and amount actually paid to a worker. Such records
are also useful during inspections and wage disputes. In the present digital environment,
accurate electronic records and bank-payment records have made wage transactions
easier to verify, although employers must still comply with applicable record-keeping
requirements.

Example: If an employee claims that 320,000 was due but only ¥17,000 was paid,
wage records and payment records can help determine@whether a deduction was lawful.

2.2.2.7 Remedies for Delayed or ImpFoperiRayment

The Act provided mechanisms through which warkers could seek recovery of
amounts wrongfully withheld or deducted., This was important because a wage law
would have limited value if employ€es hadmo praétical method of enforcing their
rights. Authorities were given{powers under the legislation to deal with claims and
violations. Under the present framework, wage-related claims and enforcement are
governed principally by the Code on Wages, 2019 and applicable rules.

Example: If an employer failed to‘pay the legally due wages, an eligible worker could
use the statutory claims mechanism to seek recovery.

2.2.2.8 Penalties and Enforcement

The Act contained provisions for penalties where employers violated its requirements.
Penalties were intended to discourage practices such as unlawful deductions and failure
to pay wages within the prescribed period. Enforcement also depended upon inspection,
records and workers bringing claims when violations occurred. The present Code on
Wages retains a structured system of claims, inspection and penalties, although the
applicable provisions are now found in the current Code-based framework.

Example: An employer who repeatedly violated statutory wage requirements could
face legal action and the applicable penalty under the law.

2.2.2.9 Importance for Industrial Relations

Timely and accurate wage payment contributes significantly to industrial peace
and good employer-employee relations. Wage disputes can create dissatisfaction,
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complaints and industrial unrest, particularly where workers depend entirely on regular
wages for household expenses. By establishing clear rules, the Payment of Wages Act
helped reduce uncertainty regarding wage payments. Its underlying principle remains
relevant under the modern wage framework.

Example: When employees receive their correct wages on the expected date, there is
less likelihood of disputes arising from delayed or unexplained payments.

2.2.2.10 Digital and Modern Wage Payments

The method of paying wages has changed significantly since 1936. Modern
workplaces increasingly use bank transfers, electronic payment systems and digital
payroll platforms rather than cash payments. The basic legal principle, however, remains
unchanged: workers should receive the amount lawfully due to them in a timely and
transparent manner. The Code on Wages, together with applicable rules, provides the
contemporary framework within which wage payments are regulated.

Example: A company may transfer an employee’s monthly salary directly into the
employee’s bank account, while maintaining an electronic salary statement showing
the basic wage and permitted deductions.

2.2.2.11 Transition to the Code on Wages; 2019

The most important point is that the Payment of Wages Act is no longer the principal
standalone legislation governing wage payments. Its relevant provisions have been
consolidated into the Code on Wages;2019; aleng with provisions from the Minimum
Wages Act, Payment of Bonus'Act and Equal Remuneration Act. The Code provides
a more unified framework covering minimum wages, payment of wages, deductions,
bonus and gender-based non-discrimination. Therefore, we should understand the 1936
Act as the historical foindation, and the Code on Wages as the current central framework

2.2.2.12 Overall Significance

The Payment of Wages Aet, 1936 played a major role in developing the principle
that workers are legally entitled to receive their earned wages regularly and without
unlawful deductions. It contributed to greater transparency and accountability in wage
administration and influenced the development of later labour legislation. Although its
provisions have now been consolidated into the Code on Wages, its principles remain
important for understanding the evolution of wage protection in India.

Example: A modern wage dispute involving delayed payment would now generally be
examined under the applicable provisions of the Code on Wages rather than treating the
Payment of Wages Act, 1936 as the current standalone statute.

2.2.3 Minimum Wages Act, 1948

The Minimum Wages Act, 1948 is now an important historical law for understanding
the development of minimum-wage protection in India. Its relevant provisions have
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been consolidated into the Code on Wages, 2019, which is part of the current Labour
Code framework that came into force on 21 November 2025. Therefore, the 1948
Act should be studied mainly to understand its principles, historical contribution and
transition to the present legal framework.

2.2.3.1 Meaning and Purpose of the Minimum Wages Act, 1948

The Minimum Wages Act, 1948 was enacted to protect workers from receiving
extremely low wages. It was particularly important for workers who had weak
bargaining power and were vulnerable to exploitation by employers. The Act enabled
the appropriate government to prescribe minimum wage rates for employment covered
by the legislation. Its broader purpose was to promote economic security, social justice
and a basic standard of living for workers.

Example: If an agricultural worker was legally covered by a notified minimum wage
of 3500 per day, an employer could not lawfully pay the worker less than the applicable
minimum wage.

2.2.3.2 Historical Importance of the Act

The Act was introduced shortly after India’s “independence when poverty,
unemployment and unequal bargaining powerwere major socialafid economic concerns.
At that time, many workers, particularly those in low-paid occupations, could be forced
to accept very low wages simply because they had limited employment opportunities.
The Act therefore represented an important shift from relying solely on individual
employment contracts towards statutory protectionsof workers’ wages. It became one
of the foundations of India’s wage-protection system.

Example: A worker in a low-paid industry ¢ould obtain statutory protection even if the
worker did not have sufficient bargainingpower to negotiate a higher wage individually.

2.2.3.3 Fixationef Minimum Wages

Under the original Act, miimum wages were fixed for scheduled employments,
meaning employments listed under the Schedule to the Act. The appropriate government
could fix different rates for different categories of workers, such as unskilled, semi-
skilled and skilled workers. The wage-fixation process could consider factors such as
the nature of work, cost of living and local economic conditions. Under the present
Code on Wages, 2019, the minimum-wage framework is broader and is no longer based
on the old concept of scheduled employment.

Example: A skilled worker may receive a higher statutory minimum wage than an
unskilled worker because the skill level and nature of work are different.

2.2.3.4 Difference in Minimum Wages According to Area and Work

The 1948 Act recognised that economic conditions are not the same throughout India.
The cost of living, prices, employment opportunities and economic conditions can differ

70 SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws m

i~

Mooy
SREENARAYANAGURU
GPEN UNIVERSITY



between States, districts, urban areas and rural areas. Therefore, different minimum
wage rates could historically be fixed according to employment, skill, locality or other
relevant factors. The present Code continues to permit differentiation in minimum wage
rates based on legally relevant factors.

Example: The minimum wage applicable to a construction worker in a major
metropolitan area may differ from the rate applicable to a similar category of worker in
another geographical area, depending on the applicable notification and legal criteria.

2.2.3.5 Revision of Minimum Wages

The Minimum Wages Act required minimum wages to be reviewed and revised at
appropriate intervals, with the statutory requirement that the interval between revisions
should not exceed five years. Revision was important because inflation and changes
in the cost of living could reduce the real value of a fixed wage. The present Code on
Wages also provides for periodic review or revision of minimum wages as prescribed
by law. Regular revision helps ensure that minimum wages fémain relevant to changing
economic conditions.

Example: If food, housing and transport costs rise‘substantially, the government may
revise the applicable minimum wage to reflect the changed economic circumstances.

2.2.3.6 Judicial Interpretation and Protectiom of Workers

Indian courts have played an important role in interpreting minimum-wage legislation
and explaining its relationship withiWworker protection’and social justice. A particularly
important Supreme Court decision is Unichoy1 v. State of Kerala (1962), where the
Court upheld the constitutional validity of minimum-wage legislation and recognised
the protective character of mmimum wages. The case is useful for understanding that
minimum-wage fixation 1s not simply an.ordinary matter of private bargaining between
an employer and ag employees

Example: If an employer argues that a worker voluntarily agreed to accept a wage
below the statutory minimumj the statutory minimum cannot ordinarily be defeated
merely by such an agreement.

2.2.3.7 Enforcement and Compliance

The effectiveness of minimum-wage legislation depends on proper enforcement.
Employers must comply with the applicable wage rates and maintain the records
required under the relevant legal framework. Workers who are paid less than the
legally applicable minimum can use the statutory claims and enforcement mechanisms
available under the current law. The Code on Wages, 2019 provides the contemporary
framework for claims, inspection and penalties relating to wage violations.

Example: If a contractor pays construction workers less than the applicable minimum
wage, the workers may approach the appropriate statutory authority to claim the amount
legally due to them.

m SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws 71
—C—~

ey et

SREENARAYANAGURU
OPEN UNIVERSITY




2.2.3.8 Importance for Unorganised and Low-Paid Workers

Minimum-wage protection is particularly important for workers in sectors where
employment is informal or bargaining power is weak. Historically, agriculture,
construction and several other low-paid occupations have raised concerns regarding
wage exploitation and effective enforcement. The present framework seeks to provide
wider minimum-wage protection than the old scheduled-employment approach.
However, the actual benefit to workers depends heavily on awareness, enforcement and
compliance.

Example: A daily-wage construction worker may have little power to negotiate
individually with a contractor, making the statutory minimum wage an important legal
safeguard.

2.2.3.9 Digital Payments and Modern Wage Administration

Modern technology has changed the way wages are caleulated, recorded and paid.
Employers increasingly use bank transfers, electronic paytrell systems and digital
records, which can make wage payments easier to monitor and werify. Digital records
can also help workers prove the amount they were paidiwhen a dispute arises. However,
digital payment itself does not guarantee compliance; the employer must still pay at
least the legally applicable wage and followall relevant requirements.

Example: A construction company may transfer a worker’s wages directly to the
worker’s bank account and maintain an eleetronic record showing the number of days
worked and the amount paid.

2.2.3.10 Transition to the Code@n Wages, 2019

The most importanggpoint 18 that the Mimnimum Wages Act, 1948 is no longer the
principal standaloné legislation governing minimum wages. Its provisions have been
consolidated into the Codé on Wages, 2019, along with provisions of the Payment of
Wages Act, Payment of Bonus Act and Equal Remuneration Act. The Code introduces
a broader minimum-wage framework and provides for a floor wage to be fixed by the
Central Government, subject to the statutory provisions. Thus, the 1948 Act should be
remembered as the historical foundation, while the Code on Wages is the key current
legislation.

2.2.4 Payment of Bonus Act, 1965

The Payment of Bonus Act, 1965 represents a significant milestone in wage
legislation. Its statutory bonus provisions have been incorporated into Chapter IV of the
Code on Wages, 2019, which now forms part of the unified Labour Code framework.
Thus, the 1965 Act is essential for tracing the historical evolution of bonus laws, while
the Code on Wages, 2019 serves as the authoritative reference for the current legal
structure.
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2.2.4.1 Purpose and Importance of the Payment of Bonus Act, 1965

The Payment of Bonus Act, 1965 was introduced to provide eligible employees
with a statutory bonus linked to the financial performance of an establishment and the
statutory formula prescribed by law. The idea was that employees should receive a share
of the economic benefits generated by the organisation, rather than relying entirely on
their regular wages. The Act also aimed to promote industrial harmony by creating a
clear legal framework for bonus payments. Historically, it became an important part of
India’s wage-protection system.

Example: If an eligible employee works in an establishment covered by the bonus
legislation and satisfies the statutory conditions, the employee may be entitled to bonus
even if the employer has not voluntarily promised a bonus.

2.2.4.2 Eligibility and Calculation of Bonus

Under the historical Act, bonus was payable to eligible employees subject to
conditions relating to coverage, salary or wage limits and minimum days of work. The
calculation involved the employee’s salary or wage and the statutory formula prescribed
under the Act. The Act provided for a minimum bonus ef 8.33% and a maximum bonus
of 20%, subject to the statutory conditions and calculation rules. Under the present
framework, the corresponding provisions are contained in Chapter IV of the Code on
Wages, 2019, so current eligibility and cal¢ulation should be studied from the Code and
applicable rules rather than applying the 1965 Act directly.

Example: An eligible employee whorsatisfies,the statutory conditions may receive a
bonus calculated according tosthe applicable statutory formula rather than an amount
decided entirely at the employer’s disefetion.

2.2.4.3 Calculatiofi"of Available Sarplus and Allocable Surplus

The historical Paymentfof Bonus Act contained a detailed method for calculating
bonus. The calculation'eonsidered factors such as gross profits, depreciation, direct taxes
and other permitted deductions§ before arriving at the amount available for distribution
as bonus. The concept of available surplus and allocable surplus was central to the
statutory calculation. These detailed provisions were designed to ensure that bonus
was calculated according to a consistent legal formula rather than through arbitrary
decisions by employers.

Example: If an establishment earns profits during an accounting year, the legally
permitted deductions are first considered before determining the surplus relevant for
statutory bonus calculation.

2.2.4.4 Judicial Decisions and Statutory Bonus

The courts have contributed significantly to the interpretation of bonus legislation.
In Jalan Trading Co. (Pvt.) Ltd. v. Mill Mazdoor Sabha (1967), the Supreme Court
considered important constitutional and legal questions concerning the Payment
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of Bonus Act. Another significant decision, Mumbai Kamgar Sabha v. Abdulbhai
Faizullabhai (1976), dealt with issues relating to bonus and the relationship between
statutory bonus and other forms of bonus. These cases demonstrate that bonus law
involves specific statutory rules concerning eligibility, calculation and entitlement, and
students should examine the exact facts and ratio of each case rather than relying on
general statements.

Example: If employees and management disagree about whether a payment is statutory
bonus or some other form of bonus, the applicable statutory provisions and the facts of
the particular case must be examined.

2.2.4.5 Present Legal Framework and Modern Bonus Administration

The Payment of Bonus Act, 1965 is no longer the principal standalone legislation
governing statutory bonus. Its relevant provisions have been consolidated into Chapter
IV of the Code on Wages, 2019. The present framework continues to regulate matters
such as eligibility, calculation, payment and related claifns, while modern payroll
systems and digital records have made bonus calculations moretransparent and easier
to verify. Therefore, for examinations, remember the historical Aet as the foundation
of statutory bonus regulation and the Code on Wages, 2019 as|the current central
framework.

Example: A company may use an automated payroll system to calculate an employee’s
statutory bonus, but the calculation must still comply with the applicable provisions of
the Code on Wages and the relevant rules.

2.2.5 Equal Remuneration A€t;,1976

The Equal Remuneration Act, 1976 matked a key milestone in labour legislation.
Its core provisions have since been,absorbed into the Code on Wages, 2019, which
has been in effect/as part ofsthe Labour Code framework from 21 November 2025.
Consequently, the 1976#Ac¢t 1s primarily valuable for tracing the evolution of equal-pay
protections, whereas the Code on Wages, 2019 provides the authoritative basis for the
current legal framework,

2.2.5.1 Purpose and Historical Importance

The Equal Remuneration Act, 1976 was enacted to prevent discrimination between
men and women in matters of remuneration. Its central principle was that men and
women performing the same work or work of a similar nature should receive equal
remuneration. The legislation reflected India’s constitutional commitment to equality
and its obligations under international labour standards. It was particularly important in
addressing historical disadvantages faced by women in the labour market.

Example: If a male and female employee perform substantially the same duties,
requiring similar skills, effort and responsibility, an employer should not pay the female
employee less simply because of her gender.
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2.2.5.2 Meaning of Equal Remuneration and Same or Similar Work

The Act historically covered remuneration beyond basic wages and sought to prevent
employers from creating artificial differences in pay based on gender. The comparison
of jobs was based on factors such as skill, effort, responsibility and working conditions,
rather than merely comparing job titles. This was important because two employees may
have different designations but still perform work that is substantially similar. Under
the current Code on Wages, the principle has been retained through the prohibition of
discrimination on the ground of gender in wages and remuneration.

Example: A company cannot avoid equal-pay requirements simply by giving a woman
the designation “Assistant Officer” and a man the designation “Officer” if, in reality,
their duties, responsibilities and working conditions are substantially the same.

2.2.5.3 Constitutional and International Basis

The principle of equal remuneration is supported gby India’s constitutional
commitment to equality and fair treatment. Article 14 provides equality before the
law, while Article 15 prohibits discrimination on specified grounds, including sex, and
Article 39(d) directs the State towards equal pay for, equal work for both men and
women. The principle is also associated with internationablabour standards, particularly
the ILO Equal Remuneration Convention, 1951 (Ne. 100)."Thuss'equal remuneration is
not merely an employment-policy issue but forms part of India’s broader commitment
to workplace equality.

Example: If two employees perfofin workirequirifig comparable skill, effort and
responsibility, wage differences'should bebased on legitimate factors such as experience
or performance rather than gender.

2.2.5.4 Judicial Inferpretation

Indian courts have playéd an important role in developing the principle of equal pay
for equal work. A leading case is Randhir Singh v. Union of India (1982), in which the
Supreme Court recognised equial pay for equal work as a constitutional goal flowing
from the Directive Principles, particularly Article 39(d), and capable of being enforced in
appropriate circumstances through the equality provisions of the Constitution. Another
important decision is Mackinnon Mackenzie & Co. Ltd. v. Audrey D’Costa (1987),
where the Supreme Court considered a claim of unequal remuneration between male
and female employees and applied the principle underlying the Equal Remuneration
Act.

Example: If a female employee establishes that she performs the same or similar work
as a male employee but receives lower remuneration because of gender, she may rely on
the applicable statutory and constitutional protections, subject to the facts of the case.

SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws 7%




2.2.5.5 Records, Compliance and Enforcement

The historical Act required employers to maintain appropriate registers and records
relating to employees and remuneration. Such records were important because
authorities needed reliable information to determine whether men and women were
being paid equally for comparable work. Under the present framework, employers must
comply with the applicable requirements of the Code on Wages, 2019 and relevant
rules, including requirements concerning records and wage-related information. Proper
payroll records, digital salary systems and transparent job classifications can help
employers identify and correct unjustified gender-based differences.

Example: An organisation can compare the salary, allowances and other remuneration
of male and female employees performing comparable jobs by analysing its payroll
records.

2.2.5.6 Present-Day Importance and Workplace Example

The principle of equal remuneration remains highly relevant because wage inequality
can arise through differences in basic salary, allowances, incentives, bonuses or other
employment benefits. However, not every difference,in pay automatically amounts
to unlawful discrimination; employers may have legitimate reasons for different
remuneration, such as relevant experiencej qualificationsyperformance or greater
responsibility, provided these are applied lawfully ‘and without prohibited gender
discrimination. Modern organisations in¢reasingly use HR information systems and
payroll analytics to identify unexplained pay, differences. The present legal framework
therefore combines the historical principle of eégual remuneration with contemporary
approaches to transparency and non-disefimination.

Example: A company in Thiruvananthapuram, Kerala, employs two employees
as customer-service executives. If bothgperform substantially the same work under
comparable conditions, the company should not pay one employee less merely because
that employee is a womadn; any difference should be supported by a legitimate, non-
discriminatory reason.

2.2.5.7 Transition to the Code on Wages, 2019

The most important point is that the Equal Remuneration Act, 1976 is no longer the
principal standalone legislation governing equal remuneration. Its relevant provisions
have been consolidated into the Code on Wages, 2019, which prohibits discrimination
on the ground of gender in wages and remuneration for the same or similar work.
The transition forms part of India’s broader move from several separate wage statutes
towards a consolidated Labour Code framework. Therefore, students should remember
the 1976 Act as the historical foundation, while the Code on Wages is the key legislation
for the current legal position.
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® Recap

0

Payment of Wages Act, 1936: Ensures timely payment of wages and
protects workers from unauthorized or unfair deductions.

Minimum Wages Act, 1948: Provides for fixation and revision of minimum
wages to protect workers from receiving wages below the prescribed
minimum.

Payment of Bonus Act, 1965: Provides for the payment of statutory bonus
to eligible employees according to the prescribed conditions.

Equal Remuneration Act, 1976: Promotes equal remuneration for men
and women performing the same or similar work and aims to prevent
gender-based discrimination in employment.

Protection of Workers: These laws protect employees from wage
exploitation and unfair employment practices.

Fair Employment: The laws promote timely payment,/adequate wages,
bonus entitlement and equality ing#emunetation:

Social Justice: Together, these laws contribute to fair wages, equality and
social and economic justice for\workers.

Objective Questiohs

What is'the mainputpose of the Payment of Wages Act, 19367

In which year was the Minimum Wages Act enacted?

Which Act dedlsiwith the payment of bonus to eligible employees?
In which year was the Payment of Bonus Act enacted?

What is the main objective of the Equal Remuneration Act, 1976?

Which Act aims to prevent unauthorized deductions from workers’
wages?

Which Act provides for the fixation of minimum rates of wages?

Which Act promotes equal pay for men and women for the same or
similar work?

What is the main purpose of wage-related labour legislation?

. Which four laws mainly deal with payment of wages, minimum wages,

bonus and equal remuneration?
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Answers

The Payment of Wages Act, 1936 ensures timely payment of wages and
regulates deductions.

The Minimum Wages Act was enacted in 1948.
The Payment of Bonus Act, 1965 deals with the payment of bonus.
The Payment of Bonus Act was enacted in 1965.

The Equal Remuneration Act promotes equal pay and prevents gender-
based discrimination.

The Payment of Wages Act, 1936 regulates unauthorized deductions
from wages.

The Minimum Wages Act, 1948 provides for fixation of minimum
wages.

The Equal Remuneration Act, 1976gpromotes, equalaemuneration for
men and women.

Wage legislation aims to protect workers from exploitation and promote
fair wages.

The four laws are he Payment of Wages Act, Minimum Wages Act,
Payment of Bonus Act andEquabRemuneration Act.

Explain the objeetives and main provisions of the Payment of Wages Act,
1936.

Discuss the importance of the Payment of Wages Act, 1936 in protecting
workers from unauthorized deductions and delayed payment of wages.

Explain the objectives and major provisions of the Minimum Wages Act,
1948.

Discuss the importance of minimum wages in protecting workers from
exploitation and ensuring fair remuneration.

Explain the objectives and important provisions of the Payment of Bonus
Act, 1965.
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10.

Discuss the eligibility, payment and importance of bonus under the
Payment of Bonus Act, 1965.

Explain the objectives and major provisions of the Equal Remuneration
Act, 1976.

Discuss the principle of equal pay for equal work and its importance in
promoting gender equality at the workplace.

Compare the Payment of Wages Act, Minimum Wages Act, Payment of
Bonus Act and Equal Remuneration Act with reference to their objectives
and worker protections.

Discuss how wage and remuneration laws promote fair employment
practices, worker protection and social justice in India.

Assignments

Analyse the role of the Payment of Wages Act, 1936, in preventing
unauthorised deductions and delays in thepayment.of wages.

Examine the provisions of the Minimum Wages Act, 1948, and analyse
their role in protecting workers from unduly low wages.

Analyse the provisions of the PaymentofBonus Act, 1965, with reference
to eligibility, calculation, payiment, and the rights of employees.

Examine the provisions of the Equal Remuneration Act, 1976, and
analyse théirrole in promoting equality in remuneration.

Analyse how the Payment of Wages Act, 1936, and Minimum Wages Act,
1948 together provide protection against delayed payment, unauthorised
deductions, and inadequate wages.

Examine the relationship between the Minimum Wages Act, 1948,
Payment of Bonus Act, 1965, and Equal Remuneration Act, 1976, in
promoting fair and equitable remuneration.

Analyse the contribution of the Payment of Wages Act, Minimum Wages
Act, and Payment of Bonus Act to the protection of employees’ wage-
related rights.

Critically examine how the four wage-related legislations collectively
address timely payment, minimum wage protection, bonus entitlement,
and equality in remuneration.
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Unit —@

Social Security Legislation

Learning Outcomes

After completing this unit, the learners will be able to:

0

understand the objectives, scope, and key provisions of major employee
welfare and social security legislation in India

explain the rights and benefits available to employees under the
Employees’ Compensation Act, ESI Act, EPF Act, and Payment of
Gratuity Act

identify the provisions relating to equal remuneration, maternity benefits,
and protection against workplace-relatedffinancial risks

describe the eligibility criteria, employer obligations, and employee
entitlements under the relevant labour laws

analyse the major amendments introduced through the Employees’
Compensation (Amendment)" Act, 2017 and Maternity Benefit
(Amendment) Act, 2047

apply the provisions of thése ‘Acts to practical workplace situations
involving compensation, insurance, provident fund, gratuity, and
maternity benefits

evaluate the impofttance of labour welfare legislation in promoting social
security, equality, employee protection, and decent working conditions

Prerequisite

A garment factory employed a large number of workers in its production and
packaging sections. One of the workers suffered a serious injury while operating
machinery during working hours and was unable to continue working for
several months. The employer was required to consider the worker’s entitlement
to compensation for the employment-related injury and provide the benefits
available under applicable social security legislation. The incident highlighted
the importance of workplace safety and financial protection for employees facing
employment-related injuries.
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The organisation also had employees covered under schemes relating to
medical care, provident fund, gratuity, and maternity benefits. An employee who
completed the required period of service became eligible for gratuity on leaving
employment, while eligible employees and employers made contributions
towards provident fund and insurance benefits. A woman employee who became
a mother was entitled to maternity leave and related benefits under the applicable
provisions, including the enhanced maternity benefits introduced through the
2017 amendment. These measures helped employees and their families manage
financial and social risks arising from illness, employment injury, retirement, and
maternity.

The situation demonstrates how social security legislation provides financial
assistance and employment-related protection during different stages of an
employee’s working life. The Employees’ Compensation framework protects
against employment injuries, the Employees’ State Insurance system provides
specified medical and cash benefits, provident fund provisions support long-term
savings, gratuity provides a terminal benefit, and maternityhlegislation protects
women employees during maternity. This unitefocused on“the role of social
security legislation in providing financial, medical, employment, and family-
related protection to employees.

Labour Laws, Employee Compensation, Social Security, Equal Remuneration,
Provident Fund, Gratuity, Maternity Benefits, Employee Insurance

Social security legislation in India provides a legal framework for protecting
employees against various social and economic risks arising during employment. The
Employees’ Compensation Act, 1923 and the Employees’ Compensation (Amendment)
Act, 2017 provide compensation for employment-related injury, disablement, and
death, while the Equal Remuneration Act, 1976 addressed equality in remuneration
for men and women for the same or similar work. The Employees’ State Insurance
Act, 1948 provides medical and cash benefits to eligible insured employees, and
the Employees’ Provident Funds and Miscellaneous Provisions Act, 1952 provides
provident fund and related social security benefits. The Payment of Gratuity Act, 1972
provides gratuity benefits to eligible employees, while the Maternity Benefit Act, 1961
and its 2017 amendment provide maternity-related protection and benefits to eligible
women employees. Together, these legislations aim to promote employee welfare,
social security, financial protection, equality, and decent working conditions.
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2.3.1 Concept of Social Security Legislation

Social security legislation refers to the laws and legal provisions designed to protect
employees and their families against economic and social risks arising from situations
such as employment injury, illness, disability, maternity, old age, unemployment,
and death. These laws ensure that workers receive financial assistance, medical care,
compensation, and other welfare benefits when they face circumstances that affect their
ability to earn a livelihood.

In India, social security legislation includes laws such as the Employees’ State
Insurance Act, 1948, Employees’ Provident Funds and Miscellaneous Provisions
Act, 1952, Payment of Gratuity Act, 1972, Employees’ Compensation Act, 1923, and
Maternity Benefit Act, 1961. The main objective of these laws is to provide social
and economic protection to employees, promote decent working conditions, reduce
financial insecurity, and support the overall welfare and dignity of workers.

2.3.2 Employees’ Compensation Act, 1923

The Employees’ Compensation Act, 1923 is an important sociahsecurity legislation
in India that provides compensation to employees or their dependants in cases of
employment-related injury, occupational diseasegdisablement, or death. The Act places
responsibility on employers to provide fidancial eompensation when an employee
suffers harm arising out of and in the course of employment.

2.3.2.1 Objective of the Act

The main objective is to provide finan€ial protection to employees who suffer injury,
disability, or death because of their employment.

Example: A factory worker suffers a serious injury while operating a machine during
working hours. The employee.may be entitled to compensation under the Act.

2.3.2.2 Employment Injuyry

Compensation may be payable when an injury arises out of and in the course of
employment.

Example: A construction worker falls from scaffolding while performing assigned
duties at a construction site.

2.3.2.3 Death of an Employee

If an employee dies due to an employment-related accident, compensation may be
payable to the eligible dependants.

Example: A mine worker dies in an accident while working underground. His eligible
dependants may claim compensation.
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2.3.2.4 Permanent Total Disablement

An employee who suffers an injury resulting in permanent and total loss of earning
capacity may receive compensation according to the applicable provisions.

Example: A worker permanently loses the use of both hands due to a workplace
accident.

2.3.2.5 Permanent Partial Disablement

Compensation may also be provided when an injury causes permanent but partial
loss of earning capacity.

Example: A machine operator permanently loses one finger in an industrial accident,
affecting his ability to perform certain tasks.

2.3.2.6 Temporary Disablement

An employee who is temporarily unable to work because oftan employment injury
may be entitled to periodic compensation, subject tosthe applicableiconditions.

Example: A worker fractures his leg in a workplace aceident and is medically advised
not to work for several weeks.

2.3.2.7 Occupational Diseases

Certain diseases arising from th€nature of particular employment may be treated as
employment-related diseases uider the A€t

Example: A worker employed for a prolonged period in an environment involving
harmful dust developsamoccupational lung disease.

2.3.2.8 Employer’s Liability

The Act establishes circumstances in which an employer is liable to pay compen-
sation for employment-rélated injury, subject to the statutory requirements and excep-
tions.

Example: If an employee is injured while carrying out duties assigned by the employer,
the employer may have a statutory liability to provide compensation.

2.3.2.9 Compensation to Dependants

When an employee dies from an employment-related injury, compensation may be
payable to eligible dependants as provided by law.

Example: If a factory employee dies in a workplace accident, eligible family members
may receive compensation.
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2.3.2.10 Calculation of Compensation

The amount of compensation depends on factors prescribed by the Act, including the
nature of disablement, the employee’s wages, and relevant statutory factors.

Example: The compensation payable for permanent total disablement will be calcu-
lated differently from compensation for temporary disablement.

2.3.2.11 Notice and Claim

The Act contains provisions concerning notice of accidents and claims for compen-
sation. Employees or eligible dependants should follow the prescribed legal procedure.

Example: After a workplace accident, the employee reports the accident to the employer
and takes the necessary steps to make a compensation claim.

2.3.2.12 Social Security Protection

The Act forms part of India’s social security framework by providing financial pro-
tection against employment-related risks.

Example: Compensation received after a serious workplaee injury can help an employee
meet medical and household expenses while@arning eapacitysis@ftected.

2.3.3 Employees’ Compensation (Amendment) Act, 2017

The Employees’ Compensation (Amendment)eAct, 2017 introduced important
changes to the Employees’ Compensation Act, 1923. The amendment mainly strength-
ened employees’ awareness of their rights, improved transparency regarding compen-
sation claims, and revised certain provisiofs relating to employment injury and com-
pensation.

2.3.3.1 Employer’siDuty to Inform Employees

The amendment introduced a requirement for employers to inform employees of
their rights to compensation under the Act.

Example: When a worker joins a factory, the employer should provide information
about the employee’s rights and available compensation in the prescribed manner.

2.3.3.2 Information about Compensation Rights

Employees must be made aware that compensation may be available in cases of
employment-related injury, disablement, or death.

Example: If a worker suffers an injury while operating factory machinery, the worker
should be informed about the right to claim compensation.
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2.3.3.3 Notice of Rights in the Workplace

The employer is required to provide information about employees’ compensation
rights through the prescribed means.

Example: A factory may display information about compensation rights on its work-
place notice board or provide it to employees as required by law.

2.3.3.4 Penalty for Failure to Inform Employees

The amendment provides consequences for an employer who fails to comply with
the requirement to inform employees about their compensation rights.

Example: If an employer does not provide the legally required information about com-
pensation rights, the employer may face the applicable statutory penalty.

2.3.3.5 Removal of Certain Ambiguities

The amendment clarified certain provisions of the principal Act and aimed to make
the compensation framework easier to understand and administer.

Example: An employee involved in a workplace accident can use the clarified legal
provisions to understand the procedure and rights relating to:eompensation.

2.3.3.6 Protection of Employees and Dependants

The amendment continued thefAct’s focus,on protecting employees and eligible
dependants from financial hardship causedby employment-related injury or death.

Example: If an employee dies because of a workplace accident, eligible dependants
can seek compensationsunder the)Act.

2.3.3.7 StrengtheningfSocial Security

The amendment supports the broader objective of providing social security to
employees against employment-related risks.

Example: A worker who becomes permanently disabled because of a workplace acci-
dent may receive statutory compensation to provide financial support.

2.3.3.8 Greater Awareness of Legal Rights

One of the important purposes of the amendment was to ensure that employees are
not unaware of their statutory rights.

Example: An injured employee who knows about the compensation provisions is
better placed to initiate the appropriate claim rather than losing the benefit due to lack
of information.
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2.3.4 Equal Remuneration Act, 1976

The Equal Remuneration Act, 1976 was enacted to provide for the payment of equal
remuneration to men and women workers for the same work or work of a similar nature
and to prevent discrimination on the ground of sex in matters connected with employ-
ment. The Act has since been subsumed into the Code on Wages, 2019, but its provi-
sions remain important for understanding the development of equal-pay principles in
Indian labour law.

2.3.4.1 Equal remuneration for same or similar work

The Act provided that men and women performing the same work or work of a sim-
ilar nature should receive equal remuneration.

Example: If a male and female employee perform the same job with similar duties and
responsibilities, the employer should provide equal wages.

2.3.4.2 No discrimination in recruitment

Employers were prohibited from discriminatingf@gainst women\in recruitment for
the same or similar work, subject to legally permitted exeeptions.

Example: If a company recruits machinefoperators, it should not reject a qualified
woman applicant merely because she is a woman.

2.3.4.3 Same or similar naturesof wokrk

Work was considered similar when the skill, effort, experience, and responsibility
required were substantially similar, even if the job titles were different.

Example: Two employees with different job titles may still be treated as performing
similar work if their actual duties, skills, and responsibilities are substantially alike.

2.3.4.4 Equal wages and salary

Employers were required to maintain equality in remuneration between men and
women doing the same or similar work.

Example: If two employees perform identical accounting duties, the employer should
not pay one employee less solely because of gender.

2.3.4.5 Prohibition of discrimination in service conditions

The Act sought to prevent discrimination against women in matters connected with
employment, such as conditions of service, where such discrimination was based on
sex.

Example: An employer should not provide less favourable employment conditions to
a woman employee simply because she is a woman.
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2.3.4.6 Advisory Committees

The Act provided for Advisory Committees to promote employment opportunities
for women and advise the government on relevant matters.

Example: An Advisory Committee could examine barriers preventing women from
entering particular occupations and recommend measures to improve their employment
opportunities.

2.3.4.7 Maintenance of records

Employers were required to maintain relevant registers and records relating to
employees and remuneration as prescribed.

b

Example: A company could be required to maintain records showing the employees
names, employment details, and wages for inspection by the appropriate authority.

2.3.4.8 Complaints and enforcement

The Act provided mechanisms for employees tosraise complaints regarding viola-
tions and empowered appropriate authorities to enforceits provisions.

Example: If a woman employee believed she was receiving,lower remuneration than
a male employee for substantially similat work, she‘could approach the appropriate
authority under the applicable procedure.

2.3.4.9 Objective of genderfequality

A major objective of the Act was t@ promote equality between men and women in
employment and reduce gender-based wagg discrimination.

Example: A company adopting equal pay practices for male and female employees
performing comparable work would support the principle of workplace equality.

2.3.4.10 Contribution todabour welfare

The Act formed part of India’s labour welfare framework by promoting fairness,
equality, and protection against discrimination in remuneration.

Example: Equal remuneration can help ensure that employees are compensated accord-
ing to the work performed rather than their gender.

2.3.5 Employees’ State Insurance Act, 1948

The Employees’ State Insurance Act, 1948 is a social security legislation that provides
medical care and financial protection to eligible employees and their families against
risks such as sickness, maternity, employment injury, disablement, and death. The
scheme is administered through the Employees’ State Insurance Corporation (ESIC).
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2.3.5.1 Coverage of employees

The Act provides social security protection to employees covered by the ESI scheme,
subject to the applicable eligibility and wage conditions.

Example: An eligible employee working in a covered manufacturing establishment
can be registered under ESI and receive benefits under the scheme.

2.3.5.2 Medical benefit

Insured employees and eligible family members can receive medical treatment
through the ESI system according to the applicable rules.

Example: An insured employee suffering from an illness can obtain treatment at an
ESIC dispensary or hospital.

2.3.5.3 Sickness benefit

Eligible insured employees may receive cash benefits during certified periods of
sickness, subject to the prescribed conditions.

Example: If an insured worker is medically advised to remain away from work because
of illness, the worker may receive sickness bénefit for the eligible period.

2.3.5.4 Maternity benefit

The Act provides maternity-related cash benefits te‘eligible insured women for qual-
ifying periods and conditions.

Example: An insured woman employee who takes leave for childbirth may receive
maternity benefit according to the applicable ESI provisions.

2.3.5.5 Disablement béncfit

Employees who suffer employment-related disablement may receive benefits accord-
ing to the nature and duration of the disablement.

Example: A worker injured by a machine at work and temporarily unable to perform
the job may qualify for temporary disablement benefit.

2.3.5.6 Dependants’ benefit

When an insured employee dies as a result of an employment injury, eligible depen-
dants may receive periodic payments under the scheme.

Example: If a factory worker dies because of a workplace accident, eligible family
members may receive dependants’ benefit.
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2.3.5.7 Funeral expenses

The scheme provides funeral expenses in accordance with the prescribed conditions
when an insured person dies.

Example: Following the death of an insured employee, the eligible person may claim
the prescribed funeral expense benefit.

2.3.5.8 Contributions by employer and employee

The ESI scheme is financed through contributions from employers and employees at
rates prescribed under the law.

Example: A covered employee contributes the prescribed amount from wages, while
the employer contributes its prescribed share.

2.3.5.9 Protection against employment injury

The Act provides financial support when an employee suffers'an injury arising out of
and in the course of employment.

Example: If an employee fractures a leg in a workplace,accident, the employee may
receive medical treatment and applicable disablement benefits:

2.3.5.10 Social security for employees and families

The Act provides a comprehensive Social seeuritydramework covering several risks
that can affect an employee’s income anddfamily welfare.

Example: An insured employee may receive medical care during illness and financial
benefits during periodsswhen sickness or employment injury prevents working.

2.3.6 Employees’ Provident Funds and Miscellaneous
Provisions Act, 1952

The Employees’ Provident Funds and Miscellaneous Provisions Act, 1952 is an
important social security law that provides financial protection to employees through
provident fund, pension, and deposit-linked insurance schemes. It promotes long-
term savings and provides financial support to employees and their families during
retirement, disability, or death.

2.3.6.1 Coverage of Establishments

The Act applies to specified establishments and classes of establishments meeting
the conditions prescribed under the law.

Example: An eligible factory employing the required number of employees may come
under EPF coverage.
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2.3.6.2 Employees’ Provident Fund (EPF)

The EPF scheme helps employees build long-term savings through contributions
made during employment.

Example: A worker contributes a prescribed portion of wages to the provident fund
every month, along with the employer’s contribution as required.

2.3.6.3 Employer’s contribution

Employers are required to make contributions to the provident fund according to the
applicable statutory provisions.

Example: If an employee is covered by EPF, the employer deposits its prescribed con-
tribution into the employee’s provident fund account.

2.3.6.4 Employee’s contribution

Covered employees contribute to the provident fund according to the prescribed rate
and applicable rules.

Example: A covered employee has a portion of eligibleswages deducted each month
and deposited into the EPF account.

2.3.6.5 Pension benefits

The Employees’ Pension Schéme provides pension-related benefits to eligible
employees and their families aécording te‘the applicable conditions.

Example: An employee who completes the required period of eligible service may
receive pension benefitsriafter reticement.

2.3.6.6 Family pensiofi

The pension framework prevides benefits to eligible family members in specified
circumstances, including‘the'death of a member.

Example: If a covered employee dies after meeting the relevant conditions, an eligible
spouse or other family member may receive pension benefits.

2.3.6.7 Deposit-Linked Insurance Scheme

The Employees’ Deposit Linked Insurance Scheme provides insurance benefits to
eligible employees’ nominees or beneficiaries in the event of death while in service,
subject to the scheme’s conditions.

Example: If an insured EPF member dies while employed, the eligible nominee may
receive the applicable insurance benefit.
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2.3.6.8 Withdrawal and advances

The EPF framework permits withdrawals or advances in specified circumstances
and subject to prescribed conditions.

Example: An employee may be permitted to make a partial withdrawal for an eligible
purpose such as certain medical or housing-related needs.

2.3.6.9 Transfer of provident fund account

Provident fund accumulations can generally be transferred when an employee
changes employment, subject to the applicable procedures.

Example: When an employee moves from Company A to Company B, the employee
can transfer the EPF account instead of starting a completely separate savings record.

2.3.6.10 Protection of employees’ savings

The Act provides a statutory framework for managing andprotecting employees’
provident fund benefits.

Example: An employer cannot simply use an employee’s EPF contribution for the
company’s ordinary business expenses.

2.3.6.11 Compliance by employers

Covered employers must comply with requirements relating to registration, contri-
butions, records, and other statlitory obligations.

Example: An eligible employer must deposit the required EPF contributions within the
prescribed time and maifitain themecessary records.

2.3.6.12 Social security and retirement savings

The Act promotes financial@ecurity by encouraging systematic savings during the
employee’s working lifes

Example: A worker who regularly contributes to EPF over many years can accumulate
a retirement fund that provides financial support after leaving employment.

2.3.7 Payment of Gratuity Act, 1972

The Payment of Gratuity Act, 1972 is an important social security legislation that
provides a lump-sum payment to eligible employees as a benefit for their continuous
service. Gratuity is generally payable on retirement, resignation, superannuation, death,
or disablement, subject to the conditions prescribed by law.
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2.3.7.1 Eligibility for Gratuity

An employee who completes the required period of continuous service in an
establishment covered by the Act becomes eligible for gratuity, subject to the statutory
conditions.

Example: An employee who completes five years of continuous service and then
resigns may become eligible for gratuity.

2.3.7.2 Completion of Continuous Service

Continuous service is an important condition for gratuity entitlement, with certain
statutory provisions dealing with interruptions in service.

Example: An employee who has worked continuously for several years may qualify
for gratuity even if there were certain interruptions recognized under the law.

2.3.7.3 Gratuity on retirement or resignation

Eligible employees may receive gratuity when they retire or leave employment after
satisfying the applicable service requirement.

Example: An employee retires after 20 years of service andecéives a lump-sum gra-
tuity payment.

2.3.7.4 Gratuity on death

If an employee dies while infservice, gratuity may become payable to the nominee or
eligible legal heirs, subject to'the appli€able provisions.

Example: If an empleyee dics after three years of service, the employee’s eligible
family members may receive gratuity even though the employee did not complete five
years of service.

2.3.7.5 Gratuity on disablement

Gratuity may be payable when an employee becomes disabled due to an accident or
disease, subject to the statutory provisions.

Example: An employee becomes permanently disabled after a workplace accident and
becomes entitled to gratuity according to the applicable law.

2.3.7.6 Calculation of gratuity

For employees covered by the statutory formula, gratuity is generally calculated
based on the employee’s last drawn wages and completed years of service, according
to the applicable provisions.

Example: If an employee completes 10 years of service, the gratuity is calculated using
the prescribed formula based on the employee’s eligible wages.
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2.3.7.7 Nomination facility

Employees can make a nomination so that the gratuity amount can be paid to the
person or persons entitled under the law.

Example: An employee nominates a spouse to receive the gratuity amount in the event
of the employee’s death.

2.3.7.8 Employer’s responsibility

The employer is responsible for determining and paying gratuity to an eligible
employee within the prescribed period.

Example: When an employee retires, the employer calculates the gratuity and makes
the payment within the legally prescribed time.

2.3.7.9 Forfeiture of gratuity

Gratuity may be wholly or partly forfeited in certain circumstances specified by the
Act, particularly where the employee’s conduct fallsewithin the statutory grounds.

Example: If an employee’s services are terminated for amact causing specified damage
or loss to the employer, gratuity may be forfeited to the extent.pérmitted by law.

2.3.7.10 Maximum amount of gratuity

The Act provides a statutory e€iling on the,amoufit of gratuity payable, subject to
changes notified under applicable law.

Example: If the calculated gratuity exceeds the applicable statutory ceiling, the amount
payable under the Actisisubject te that ceiling.

2.3.7.11 Protection offgratuity

The Act provides legal proteetion for an employee’s gratuity entitlement and estab-
lishes procedures for resolving disputes.

Example: If an employer refuses to pay gratuity that is legally due, the employee can
approach the appropriate authority under the Act.

2.3.7.12 Importance as a social security benefit

Gratuity provides financial assistance to employees after long-term service and helps
provide financial security at the end of employment.

Example: A retired employee can use the gratuity received after many years of service
to meet household expenses or other financial needs.
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2.3.8 Maternity Benefit Act, 1961

The Maternity Benefit Act, 1961 is a social welfare legislation enacted to protect the
employment and health of women during pregnancy and after childbirth. It provides
maternity benefits, leave, and related protections to eligible women employees and
seeks to ensure that women do not face financial or employment-related hardship
because of maternity.

2.3.8.1 Maternity benefit

The Act provides paid maternity leave to eligible women employees for the prescribed
period, subject to the applicable conditions.

Example: A woman employee who is eligible under the Act can take maternity leave
before and after childbirth while receiving maternity benefit.

2.3.8.2 Eligibility for maternity benefit

A woman must satisfy the prescribed conditions relating to employment and the
required period of service to claim maternity benefif.

Example: A woman who has worked for thesrequired number’ of days during the
relevant period may qualify for maternity bénefit.

2.3.8.3 Maternity leave

The Act provides maternity le@ve for childbirthifor the period prescribed by law. The
duration has been substantially amended byithe 2017 amendment.

Example: An eligible woman employee can take the statutory maternity leave around
the time of childbirthdnstead of hawving to continue working throughout pregnancy.

2.3.8.4 Leave forymiScarriage

A woman who suffers a miiscarriage is entitled to leave for the period prescribed
under the Act.

Example: If an employee suffers a miscarriage, she may take the legally prescribed
period of leave with the applicable maternity benefit.

2.3.8.5 Leave for illness arising out of pregnancy

Additional leave may be available where a woman suffers illness arising out of
pregnancy, delivery, premature birth, or miscarriage, subject to the statutory conditions.

Example: If a woman develops a pregnancy-related medical complication after
childbirth, she may be entitled to additional leave as permitted by the Act.
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2.3.8.6 Nursing breaks

A woman employee returning to work after childbirth is entitled to prescribed nursing
breaks for caring for her child.

Example: A mother who returns to work after maternity leave can take the prescribed
nursing breaks during working hours to feed or care for her baby.

2.3.8.7 Protection against dismissal

The Act provides protection against dismissal or disadvantageous treatment during
the period of maternity leave in circumstances prohibited by law.

Example: An employer cannot dismiss an eligible woman merely because she is absent
from work on valid maternity leave.

2.3.8.8 Work involving difficult or hazardous conditions

The Act provides safeguards relating to work that may adversely affect pregnancy or
the health of the woman or child.

Example: An employer may be required to avoid assigning a pregnant employee work
involving strenuous physical activity where the law: prohibits,endestricts such work.

2.3.8.9 Medical bonus

Eligible women may receive afmedical bonus wheére the prescribed conditions are
satisfied, particularly where the employefidoes not provide the required free prenatal
and postnatal care.

Example: If the employerdoesnot providé the prescribed medical facilities, an eligible
employee may receive the applicable medical bonus.

2.3.8.10 Maternity'benefit'for adopting and commissioning mothers

Following the 2017 améndment, specified provisions provide maternity benefits to
eligible women who adopt a child and commissioning mothers, subject to the statutory
conditions.

Example: An eligible woman who legally adopts a child below the prescribed age may
receive maternity leave for the period provided under the Act.

2.3.8.11 Creéche facility

The 2017 amendment introduced provisions requiring specified establishments to
provide a creche facility, subject to the applicable conditions.

Example: A qualifying establishment may provide a créche where employees can
safely leave their young children while they are at work.
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2.3.8.12 Right to visit the créche

Eligible women employees are provided the prescribed number of visits to the créche
during working hours, including rest intervals, subject to the law.

Example: A mother working in a qualifying establishment can visit the workplace
creche during the permitted intervals to feed or attend to her child.

2.3.8.13 Work from home

The 2017 amendment introduced a provision allowing work from home where
the nature of work permits it and subject to mutually agreed conditions between the
employer and employee.

Example: After maternity leave, an employee whose job can be performed remotely
may be permitted to work from home under an arrangement agreed with the employer.

2.3.8.14 Importance of maternity protection

The Act promotes the health, dignity, employment security, and, welfare of women
during pregnancy and after childbirth.

Example: A woman employee can take statutory maternity,leave without having to
choose between her employment and essefitial maternity-related care.

2.3.9 Maternity Benefit (Amendment) Act, 2017

The Maternity Benefit (Amendment)fAct, 2017 made significant changes to the
Maternity Benefit Act, 1961, The amendment expanded maternity leave, introduced
benefits for adopting and cemmissioning mothers, provided for créche facilities
in specified establishments, and introduced the possibility of work from home. Its
objective was to strengthenmaternity protection and support women in continuing their
employment while'casing for their children.

2.3.9.1 Extended maternity leave

The amendment increased the maximum maternity leave for eligible women from 12
weeks to 26 weeks, subject to the conditions specified in the Act.

Example: An eligible woman employee can take up to 26 weeks of maternity leave for
her first two surviving children.

2.3.9.2 Maternity leave for women with two or more surviving children

For a woman having two or more surviving children, the maternity benefit continues
to be available for a period of up to 12 weeks as provided by the amended Act.

Example: A woman who already has two surviving children and gives birth again may
be entitled to 12 weeks of maternity benefit.
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2.3.9.3 Adopting mothers

The amendment introduced maternity benefit for a woman who legally adopts a
child below the age of three months, subject to the conditions of the Act.

Example: A woman employee legally adopts a two-month-old baby and may be entitled
to 12 weeks of maternity benefit from the date the child is handed over to her.

2.3.9.4 Commissioning mothers

The amendment provides maternity benefit to a commissioning mother, subject to
the statutory conditions.

Example: A commissioning mother who has a child through surrogacy may be entitled
to 12 weeks of maternity benefit from the date the child is handed over to her.

2.3.9.5 Work from home facility

The amendment introduced the possibility of working from home after the maternity
leave period, where the nature of work permits itsand the empleyer and employee
mutually agree to the arrangement.

Example: An employee working in an online accounting rele’may be permitted to
work from home after completing maternity leave.

2.3.9.6 Creéche facility

Establishments employing/the prescribed number of employees are required to
provide a creche facility, subject to thefapplicable conditions.

Example: A large company employing the required number of employees provides a
créche where empleyees can leave their young children during working hours.

2.3.9.7 Creche visits

A woman employee is‘entitled to the prescribed number of visits to the créche during
working hours, including rest intervals.

Example: A mother can visit the workplace créche during permitted intervals to feed
or attend to her child.

2.3.9.8 Awareness of maternity benefits

Employers are required to inform women employees about the maternity benefits
available under the Act in the manner prescribed by law.

Example: When a woman joins an eligible establishment, the employer provides
information about maternity leave and other applicable benefits.
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2.3.9.9 Protection of employment

The amendment operates within the existing maternity protection framework, which
safeguards eligible women from prohibited dismissal or adverse treatment during
maternity leave.

Example: An employer cannot dismiss an eligible employee simply because she is
taking maternity leave in accordance with the Act.

2.3.9.10 Promotion of work-life balance

The amendment aims to help women balance employment responsibilities with
pregnancy, childbirth, and childcare.

Example: A woman employee may use maternity leave, créche facilities, and, where
mutually agreed and feasible, work-from-home arrangements to manage childcare
while continuing her career.

2.3.9.11 Improved workplace support for mothers

The amendment strengthened institutional support for women employees returning
to work after childbirth or adoption.

Example: A company can support a returning mother through access to a workplace
créche and permitted nursing breaks.

2.3.9.12 Social security and'women’s‘welfare

The amendment strengthens materfiity ptotection as an important component of
employee welfare and social seeurity.

Example: A womafi employee can take statutory maternity leave without losing the
employment protections provided by the maternity benefit framework.

2.3.10 The Payment Of Gratuity Act, 1972

The Payment of Gratuity Act, 1972 is an important social security legislation that
provides a lump-sum benefit to eligible employees in recognition of their continuous
service. Gratuity is generally payable when an employee retires, resigns, reaches
superannuation, becomes disabled, or dies, subject to the conditions prescribed under
the Act.

2.3.10.1 Eligibility for gratuity

An employee who completes the required period of continuous service in an
establishment covered by the Act is generally eligible for gratuity.

Example: An employee completes five years of continuous service in a company and
then resigns. The employee may be eligible for gratuity.
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2.3.10.2 Continuous service

Continuous service is an important requirement for determining eligibility and is
calculated according to the provisions of the Act.

Example: An employee has worked for an organisation for several years, with certain
interruptions that are recognised under the Act as continuous service. Such service may
still count for gratuity.

2.3.10.3 Gratuity on retirement

An eligible employee is entitled to gratuity upon retirement or superannuation after
satisfying the applicable conditions.

Example: An employee retires after 20 years of service and receives a lump-sum
gratuity payment.

2.3.10.4 Gratuity on resignation

An employee who resigns after completing the required period of continuous service
may be entitled to gratuity.

Example: A worker resigns after completiig eightyyears of sérvice. The employer
calculates and pays the gratuity according/to the statutory formula.

2.3.10.5 Gratuity on death

When an employee dies while in serVice, gratuity is payable to the nominee or
eligible legal heirs, and the normal five-year service condition does not apply.

Example: An employeendies ‘after threefyears of service. The employee’s eligible
nominee or legal heirs may receive gratuity.

2.3.10.6 Gratuity“on disablément

Gratuity may be payablé'when an employee becomes disabled due to an accident or
disease, subject to the provisions of the Act.

Example: An employee becomes permanently disabled after an accident and leaves
employment. The employee may be entitled to gratuity without having to complete the
normal five-year service requirement.

2.3.10.7 Calculation of gratuity

For employees covered by the statutory formula, gratuity is generally calculated
using the employee’s last drawn wages and completed years of service.

Example: An employee completes 10 years of service and has the applicable last drawn
wages. The employer calculates gratuity using the prescribed statutory formula.
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2.3.10.8 Nomination

An employee can make a nomination specifying the person or persons who may
receive gratuity in the event of the employee’s death.

Example: An employee nominates a spouse to receive the gratuity amount if the
employee dies during service.

2.3.10.9 Employer’s responsibility

The employer is responsible for determining the amount of gratuity payable and
making payment within the prescribed period.

Example: When an employee retires, the employer calculates the gratuity and makes
the payment within the legally prescribed time.

2.3.10.10 Notice and payment of gratuity
The Act provides procedures relating to the determination and payment of gratuity.

Example: After an employee becomes eligible for"gtatuity, the employer determines
the amount payable and communicates the details to the employee:

2.3.10.11 Forfeiture of gratuity

Gratuity may be wholly or partly forfeited in specified circumstances provided under
the Act.

Example: If an employee causes damage or less to the employer through an act covered
by the statutory forfeiture provisions, gratuity may be forfeited to the extent permitted
by law.

2.3.10.12 Maximumggratuity amount

The Act provides a statutoryeiling on gratuity, which may be revised by the Central
Government through notifi€ation.

Example: If an employee’s calculated gratuity exceeds the applicable statutory ceiling,
the amount payable under the Act is subject to that ceiling.

2.3.10.13 Protection of gratuity

The Act provides legal protection for an employee’s gratuity entitlement and
mechanisms for resolving disputes regarding payment.

Example: If an employer refuses to pay gratuity that is legally due, the employee can
approach the appropriate authority under the Act.
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2.3.10.14 Social security benefit

Gratuity provides financial support to employees after long-term service and is an
important component of employee welfare.

Example: A retired employee can use the gratuity received after many years of service
to meet household expenses, medical costs, or other financial needs.

® Recap

¢ The Employees’ Compensation Act, 1923 provides compensation
for employees who suffer employment-related injury, disablement,
occupational disease, or death.

¢ The Employees’ Compensation (Amendment) Act, 2017 strengthened
employee awareness of compensation rights “amnd related employer
responsibilities.

¢ The Equal Remuneration Act, 1976 promoted equal remuneration for men
and women performing the same or_similar work and addressed gender-
based discrimination in employmeént.

¢ The Employees’ State Insurance Act, 1948 provides medical and cash
benefits to eligible employees) and their/ families against sickness,
maternity, employmentinjury, disablement, and death.

¢ The Employees’ Provident Eunds and Miscellaneous Provisions Act, 1952
provides social security through' provident fund, pension, and deposit-
linked insuranee schemes.

¢ The Payment of Gratuity Act, 1972 provides a lump-sum gratuity benefit
to eligible;employees in recognition of continuous service.

¢ The Maternity, Benefit Act, 1961 protects eligible women employees
by providing maternity benefits, maternity leave, nursing breaks, and
employment-related protection.

¢ The Maternity Benefit (Amendment) Act, 2017 expanded maternity
protection by increasing maternity leave for eligible women, introducing
benefits for adopting and commissioning mothers, and providing for créche
facilities and work-from-home arrangements under specified conditions.
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Objective Questions

1. The Employees’ Compensation Act was enacted in which year?

2. The Employees’ Compensation (Amendment) Act was passed in which

year?
3.  What was the primary objective of the Equal Remuneration Act, 19767
4. In which year was the Employees’ State Insurance Act enacted?
5. Which Act provides benefits through the Employees’ Provident Fund?

6. In which year was the Employees’ Provident Funds and Miscellaneous
Provisions Act enacted?

7. In which year was the Payment of Gratuity Act enaeted?
8. In which year was the Maternity Benefit Act enacted?

9. What is the maximum maternity leave provided to eligible women under
the Maternity Benefit (Amendment) Act; 20177

10. Which Act provides medical and cash benefits to eligible insured
employees?

11. Gratuity is primarilydssociated with Wwhat type of employee benefit?

12. Which legislation providés maternity-related protection to eligible
women employees?

N

Answers

1. The Employees’ Compensation Act was enacted in 1923.

2. The Employees’ Compensation (Amendment) Act was passed in 2017.
3. The Equal Remuneration Act aimed to ensure equal pay for equal work.
4. The Employees’ State Insurance Act was enacted in 1948.

5. The EPF and Miscellaneous Provisions Act provides provident fund
benefits.

6. The Employees’ Provident Funds Act was enacted in 1952.

7. The Payment of Gratuity Act was enacted in 1972.
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10.

11.
12.

The Maternity Benefit Act was enacted in 1961.

Eligible women can receive up to 26 weeks of maternity leave.

The Employees’ State Insurance Act provides medical and cash benefits.
Gratuity is primarily a benefit for long-term continuous service.

The Maternity Benefit Act provides maternity-related protection to women
employees.

Self - Assessment Questions

10.

I1.

12.

Explain the objectives and major provisions of the Employees’
Compensation Act, 1923 with suitable examples.

Discuss the important changes introduced by the Employees’ Compensation
(Amendment) Act, 2017.

Explain the objectives and provisienspef the'Equal Remuneration Act,
1976 with practical examples.

Describe the major benefits provided under the Employees’ State Insurance
Act, 1948.

Explain the role of the Employees™ Provident Funds and Miscellaneous
Provisions Act, 1952 in proyidingsocial security to employees.

Discuss the eligibility, calculation, and payment of gratuity under the
Payment of Gratuity Acts,1972.

Explain the major previsions of the Maternity Benefit Act, 1961 with
suitable workplace examples.

Discuss the keys#amendments introduced by the Maternity Benefit
(Amendment) Act, 2017.

Compare the Employees’ State Insurance Scheme and Employees’
Provident Fund Scheme in terms of benefits and employee protection.

Analyse the importance of social security legislation in protecting
employees from financial and employment-related risks.

Prepare a case study on an employee facing workplace injury, maternity-
related issues, or retirement and identify the applicable social security
benefits.

Discuss how labour welfare and social security legislation contribute to
employee welfare, equality, and better working conditions.
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Assignments

Analyse how the Employees’ Compensation Act, Employees’ State
Insurance Act, and Employees’ Provident Funds legislation collectively
provide protection against employment injury, sickness, and financial
insecurity.

Examine the role of the Employees’ Provident Funds Act and Payment
of Gratuity Act in providing financial security to employees during and
after their employment.

Analyse how the Maternity Benefit Act, 1961, and Maternity Benefit
(Amendment) Act, 2017 contribute to the protection and welfare of
women employees.

Critically examine how social security legislation, provides protection
to employees against major risks such as employment injury, sickness,
retirement, loss of employment, and matétnity.

Analyse the contribution of socialgsecurityhlegislation to employee
welfare by referring to compensation, health insufance, provident fund,
gratuity, and maternity benefits.
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Unit —@

Industrial Disputes and Domestic
Enquiry

Learning Outcomes

After completing this unit, the learners will be able to:
¢ explain the meaning, nature, and causes of industrial disputes

¢ describe the legal provisions relating to lay-off, retrenchment and
termination, and distinguish these concepts from HR practices such as
downsizing and bench employment

¢ explain the concept and importance of industrial discipline in maintaining
harmonious workplace relations

¢ examine the significance of the IndustriabDisputes (Céntral) Rules, 1957
and the Industrial Employment(Standing Orders) Act, 1946 in regulating
employment conditions

Imagine thatgou have joined @€ompany after completing your BBA. During
the first few months,«&verything goes well. Employees perform their duties,
managers supervise the work, salaries are paid on time, and the organisation
functions smoothly. Suddenly, the company announces that some employees will
lose their jobs becausebusiness has slowed down.

A few employees protest, a trade union becomes involved, and the
management argues that the decision is necessary to reduce costs. Questions
immediately arise. Can an employer remove employees at any time? What rights
do employees have in such situations? How should disagreements between
employees and management be resolved? What happens if an employee is
accused of misconduct? Can a company punish an employee without allowing
an explanation? The answers to these questions are found in industrial relations
laws.

This unit helps learners understand the major aspects of industrial relations
and labour laws relating to the workplace. It covers the meaning, nature, and
causes of industrial disputes, along with different forms of industrial action.
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Learners will also examine important employment situations such as lay-off,
retrenchment, downsizing, bench employment and termination, and understand
how these concepts differ from one another. The unit further introduces the
Industrial Disputes Act, 1947, the Industrial Disputes (Central) Rules, 1957, and
the Industrial Employment (Standing Orders) Act, 1946, and explains their role in
regulating employment conditions and maintaining industrial harmony.

Industrial disputes, Industrial Employment, downsizing, retrenchment, lay-off,
bench employees, misconduct, termination, industrial discipline, harmonious
workplace relations

Discussion

3.1.1 Introduction

Industrial relations are not only about §olving confliets after they occur. It is about
creating a healthy relationship between employers and eémployees so that organisations
can function peacefully and productively. Aworkplacewhere employees feel respected
and employers follow fair progédures is more likeély to achieve higher productivity,
lower employee turnover, and‘better organisational performance.

Now let’s get familiar with the eore terms

¢ Industry: I ordinary business language, industry refers to organised economic
activity involvingsthe production of goods or provision of services. However,
for labour-law purposes; the term “industry” has a specific statutory meaning,
and learners should refer to the relevant statutory definition when determining
whether an establishment falls within the scope of industrial-relations
legislation.

¢ Employer: An employer is the person or organisation that hires people to
perform work and pays them wages or salaries. Employers make decisions
about recruitment, promotions, transfers, training, discipline, and sometimes
employee termination. For example, Reliance Retail employs thousands of sales
executives, warehouse workers, and managers across India. Reliance Retail acts
as the employer for these employees.

¢ Employee: An employee is a person who works for an organisation in return
for wages or salary. Employees contribute their knowledge, skills, and effort to
achieve organisational goals. For example, a nurse working in a government
medical college hospital, a technician in a manufacturing company, or a customer
support executive in an I'T company are all employees.
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¢ Industrial Relations: Industrial relations refers to the relationship between
employers, employees, trade unions, and the government in matters related to
employment, working conditions, and workplace harmony.

[llustration: A garment manufacturing company in Kerala introduces a new work
schedule without discussing it with employees. Workers feel the schedule is unfair
because it increases working hours during festival season. Instead of discussing the
issue, both sides begin blaming each other. Productivity falls, absenteeism increases,
and employees threaten to stop work.

This situation is an example of poor industrial relations leading to a potential indus-
trial dispute.

Industrial relations influence every stage of employment from recruitment to retire-
ment. Understanding these concepts helps future managers maintain harmonious work-
place relationships and resolve conflicts through lawful procedures.

HR Insight

A successful HR manager does not wait for cenflicts to become disputes.
Regular communication, employee meetings, and grievance handling systems
help identify concerns early and maintain healthy industsial relations.

Importance of Industrial Relations

Industrial relations play a vitalf¥ole in the successiof every organisation. Whetheritis a
manufacturing company, hospital, bank AT firm, retail outlet, or educational institution,
the relationship between employers and employees influences the organisation’s overall
performance. When thisgtelationship is based on trust, cooperation, communication,
and fairness, employees work with greater commitment and organisations achieve their
goals more effectively.

Industrial relations are not only about resolving conflicts after they arise. They also
focus on creating a positiveswork environment where employers and employees work
together to achieve common objectives. Healthy industrial relations encourage dialogue
instead of confrontation and cooperation instead of conflict. This helps organisations
maintain stability, improve productivity, and create a workplace where employees feel
respected and valued. For a developing economy like India, good industrial relations
are equally important because they contribute to uninterrupted production, employment
generation, economic growth, and social harmony. The importance of industrial relations
can be understood from the following points:

1. Maintains Industrial Peace - Peaceful relationships between employers and
employees reduce the chances of strikes, lockouts, protests, and workplace
conflicts. A harmonious workplace allows organisations to function smoothly
without interruptions.
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2. Improves Productivity and Organisational Performance - When employees
feel respected and motivated, they are more committed to their work. Better
cooperation between management and employees improves productivity,
quality of work, and customer satisfaction.

3. Reduces Industrial Disputes - Effective communication and consultation help
identify employee concerns before they become major disputes. Organisations
can solve issues through negotiation, discussion, or grievance handling
procedures instead of work stoppages.

4. Encourages Effective Communication - Industrial relations create formal
channels through which management and employees can exchange ideas,
suggestions, and concerns. Open communication builds trust and transparency
within the organisation.

5. Protects the Interests of Both Parties - Industrial relations ensure that
employees receive fair treatment while also protecting the legitimate interests
of employers. Labour laws and established proceduresshelp balance rights and
responsibilities in the workplace.

6. Supports Industrial Democracy - Employeesyare encouraged to participate
in workplace decisions through trade.umiens, works committees, suggestion
schemes, and other participative me¢hanisms: This creates a sense of belonging
and shared responsibility.

Industrial relations benefit not only employers andéemployees but also customers,
investors, and society. Peacefuldndustrial relationsiteduce production losses, improve
service quality, and create confidence amlong stakeholders.

Now that you have understoed the meaning and importance of industrial relations,
the next section explains the coneept ofthe term industrial dispute and the Industrial
Disputes Act, 19474 This Actpsevides the legal framework for preventing and resolving
disputes between employers and employees and lays down procedures for matters such
as lay-off, retrenchment, termination, and dispute settlement.

3.1.2 Industrial Dispute: Meaning and Definition

Imagine you have joined the HR department of a manufacturing company. Employees
have been requesting a salary revision for several months because the cost of living
has increased. However, the management explains that the company is facing financial
difficulties and cannot increase wages immediately.

As discussions continue without a solution, employees become dissatisfied. A trade
union steps in, meetings become tense, and the disagreement begins to affect the normal
functioning of the workplace.

Situations like this are common in organisations. Differences of opinion may arise
over wages, working hours, promotions, transfers, disciplinary action, job security, or
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working conditions. When these differences remain unresolved, they may develop into
an industrial dispute.

Anindustrial dispute is not simply an argument between an employer and an employee.
It is a conflict related to employment or working conditions that affects the relationship
between management and workers. Some disputes are resolved through discussion and
negotiation, while others may lead to strikes, lockouts, or legal proceedings. Therefore,
understanding industrial disputes is essential for maintaining healthy industrial relations
and ensuring peace in the workplace. The Industrial Disputes Act, 1947 defines an
industrial dispute under Section 2(k).

According to Section 2(k) of the Industrial Disputes Act, 1947, “an industrial dispute
means any dispute or difference between employers and employers, employers and
workmen, or workmen and workmen, which is connected with the employment or non-
employment or the terms of employment or with the conditions of labour of any person.”
Non-employment refers to situations where a person is denied employment or loses
employment because of dismissal, retrenchment, lay-off, ortefusal of employment.

This definition shows that an industrial dispute may arise not only between an
employer and employees, but also between different groups of employees or between
employers themselves, provided the dispute is related to employment or labour
conditions.

An industrial dispute is a disagreement between employers and employees over
employment, wages, working conditions, promotion, dismissal, transfers, disciplinary
action, or any matter connected withswork.

Table 3.1.1 Parties to an industrial Dispute

Parties Involved Example
Employer and Employees Salary revision dispute
Employer and Employex Disagreement regarding employment obligations in

joint operations.

Employee and Employee Dispute between worker groups over working

conditions

Trade Union and Management Collective bargaining over wages.

Characteristics of Industrial Disputes

¢ Industrial disputes are related to employment, non-employment, terms of
employment, or conditions of labour in an organisation.

¢ Industrial disputes involve employers, employees, trade unions, or different
groups of workers who have differences over workplace matters.

¢ Industrial disputes may be individual or collective, depending on whether they
involve one employee or a group of employees.
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¢ Industrial disputes may affect a single organisation, multiple organisations, or
even an entire industry when the issue is widespread.

¢ Industrial disputes can be resolved through negotiation, conciliation, arbitration,
labour courts, or other legal mechanisms provided under labour laws.

Industrial disputes can affect both employees and organisations. Employees may
lose income during strikes, while employers may face production losses, customer
dissatisfaction, and financial losses. Industrial disputes do not always take the same
form.

Depending on the nature of the disagreement and the response of employers or
employees, disputes may be expressed through different types or forms of industrial
action.

1. Strikes — A strike is the most common form of industrial dispute. It occurs when
employees collectively stop work to express dissatisfaction or demand changes
in wages, working conditions, benefits, or other employment-related matters. A
strike is usually organised by employees or trade unionsafter discussions with
management fail.

Employees of a public transport corporation step work /demanding a wage
revision. Bus services remain suspended untibnegotiations begin.

2. Lockout - A lockout is the opposite of a strike. In a lockout, the employer tem-
porarily closes the workplace or prevents employees from entering the estab-
lishment until the disputedsmresolveds It is used by employers during serious
industrial conflict. Unlike a strike awhichiis‘mitiated by employees, a lockout is
initiated by the employer to suspendwork during an industrial dispute. Exam-
ple: A factory owner temporarily closes the factory because employees repeat-
edly refuse to _follow agreed production schedules during an industrial dispute.

3. Gherao - Gherao iss@form of protest in which employees surround managers
or managementfepresentatives and prevent them from leaving their workplace
until their demands arg‘heard. It is used by employees as a form of protest
to compel managément to address their demands, although it may create legal
and safety issues if it restricts the movement of individuals. Example: Workers
gather outside the manager’s office and refuse to allow the manager to leave
until discussions begin.

4. Picketing - Picketing is generally a peaceful demonstration conducted outside
the workplace without obstructing others from entering or leaving the prem-
ises. Employees stand near the entrance of the organisation with banners, plac-
ards, or slogans to draw public attention to their demands. The objective is to
persuade others to support the employees without using violence. Example:
Employees stand outside a company’s gate carrying placards demanding better
safety equipment and fair wages.

5. Go-Slow - A go-slow is a situation where employees continue to work but
deliberately reduce the speed of their work. Production decreases even though
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employees remain present at work. This form of dispute affects organisational
productivity without completely stopping work. Example: Workers in a manu-
facturing plant intentionally reduce the number of products produced each hour
as a protest against management decisions.

Sit-down or Stay-in Strike - A sit-down strike (also called a stay-in strike)
occurs when employees remain inside the workplace but refuse to perform their
work. Unlike an ordinary strike, employees do not leave the premises. Example:
Workers occupy the production floor and remain seated without operating the
machines until management agrees to negotiate.

Hunger Strike - A hunger strike is a protest in which employees or union lead-
ers voluntarily refuse food for a period to highlight their demands and attract
public attention. It is generally used when employees believe that other methods
of protest have not produced results. Example: Union leaders begin a one-day
hunger strike demanding the reinstatement of suspended employees.

Work-to-Rule - Employees perform only the dutiés specifically mentioned in
their job description and refuse overtime or additional responsibilities. Exam-
ple: Bank employees work only during official hours and refuse additional work
during a dispute over staffing.

Most industrial disputes do not begin with strikes or lockouts. Effective grievance
handling, collective bargainingitand coneiliation’ often resolve disagreements
before they become majordndustrial eonflicts.

HR Insight

3.1.2.1 Causes of Industrial Disputes

Industrial disputes arise_when differences between employers and employees
concerning employmentor working conditions are not resolved effectively. The major
causes include:

1.

Wages and Benefits : Disputes may arise over wages, salary revisions, bonuses,
incentives, or other financial benefits.

Working Conditions : Poor safety measures, inadequate workplace facilities,
excessive workload, or unsuitable working conditions may cause dissatisfaction.

Job Security : Fear of layoff, retrenchment, termination, or restructuring can
create insecurity among employees.

Working Hours : Disagreements may occur over working hours, overtime,
shift schedules, weekly holidays, and leave.

Disciplinary Matters : Employees may dispute disciplinary actions such as
suspension, dismissal, transfer, or other penalties.
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6. Promotion and Transfer : Perceived unfairness in promotion, transfer, work
allocation, or performance evaluation may lead to conflict.

7. Trade Union Issues : Disputes may arise over union recognition, representation,
membership, or collective bargaining.

8. Poor Communication : Lack of consultation, inadequate information, and
ineffective communication between management and employees can create
misunderstandings.

9. Technological and Organisational Changes : Automation, restructuring,
mergers, or changes in work methods may create concerns about employment,
skills, and job roles.

10. Unfair Labour Practices : Discrimination, favouritism, victimisation, or
inconsistent application of workplace rules may contribute to industrial
disputes.

3.1.3 Introduction to the Industrial Disputes‘Act, 1947

Imagine that a company suddenly experiences ‘aidecline in|customer demand.
Production decreases, profits fall, and the management decides that it cannot provide
work for all employees. Some employees are asked toistay athome temporarily, while
others receive notices that their services will no longer be required. Employees become
anxious and question whether these decisions are fair and legal.

Situations like these are common in the world-of business. Economic slowdown,
technological changes, automation, mergers, or organisational restructuring may affect
employment. At the same time, employees have legal rights that protect them from
unfair treatment.

The Industrial Disputes Act, 1947 was enacted to ensure that such employment-
related disputes are handléd through fair procedures rather than conflict or confrontation.
The Act promotes industrial peace by providing mechanisms for settlement of disputes
and by regulating matters,confiected with employment and termination of workers.

3.1.3.1 What is the Industrial Disputes Act, 1947?

The Industrial Disputes Act, 1947 was enacted by the Government of India in 1947
and came into force on 1 April 1947. It also provides safeguards for employees in cases
of lay-off, retrenchment, closure of establishments, and termination of employment.

The Act aims to balance the interests of employers and employees while maintaining
industrial harmony and uninterrupted production. The Industrial Relations Code, 2020
consolidates and replaces several earlier labour laws, including the Industrial Disputes
Act, 1947.
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India enacted four Labour Codes in 2020 to simplify and consolidate 29 central
labour laws into four broad Codes.

Did You Know?

3.1.3.2 Objectives of the Industrial Disputes Act, 1947

The Industrial Disputes Act, 1947 was enacted to establish a harmonious and healthy
industrial environment in India. The Act aims to promote relations between employers
and employees and provide a legal framework for resolving disputes in the workplace.
This Act seeks to protect the interests of both employees and employers while also
ensuring that disputes are resolved amicably and legally. The main objectives of the
Industrial Disputes Act, 1947 are described below.

1.

ToPromote Industrial Peaceand Harmony - The main objective ofthe Industrial
Disputes Act is to establish a peaceful and healthy industrial environment. The
Industrial Disputes Act provides various mechanismgyfor promoting industrial
peace and harmony at the workplace while ensuring the interests of employers
and employees. Example: If employees are not happy withi@achange in working
hours, the management can consult with employee representatives instead of
allowing the disagreement to develop_intoran, industrial dispute.

To Provide Legal Machinery for the Settlement of Industrial Disputes -
The Act provides machinery for the settlement of industrial disputes by way
of conciliation, arbitration,_labour eourts, industrial tribunals, and national
tribunals; thus, disputesd€an be referred torthese bodies in a systematic, legal
manner. Example: A dispute regarding bonus payment can first be referred to a
conciliation officer before approaching the labour courts.

To Protect Employees ‘Against’ Unfair Employment Practices - The Act
safeguards / employeespfrom unfair dismissal, retrenchment, lay-off, and
other forms of.exploitation. It ensures that employers follow prescribed legal
procedures before taking actions that affect an employee’s job. Example: An
employer cannotgrettench eligible employees without following the legal
provisions relating to notice and compensation.

To Encourage Collective Bargaining and Negotiation - The Act recognises the
importance of discussions and negotiations between employers and employees,
often through trade unions. Collective bargaining helps both parties reach
mutually acceptable solutions without disrupting industrial peace. Example: A
trade union and management may negotiate wage revisions through collective
bargaining instead of resorting to industrial action.

To Prevent Illegal Strikes and Lockouts - The Act prescribes legal procedures
that must be followed before employees go on strike or employers declare a
lockout. This helps prevent sudden work stoppages that may affect production,
public services, and industrial peace. Example: Employees working in a public
utility service must follow the notice requirements prescribed under the Act

ﬁfore going on strike. .
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6. To Promote Social Justice in Employment - The Act seeks to balance the
rights and responsibilities of employers and employees. It protects workers
from arbitrary decisions while recognising the legitimate business interests of
employers, thereby promoting fairness and equity in employment relationships.

7. To regulate lay-off, retrenchment, closure, and termination by prescribing legal
procedures.

8. To ensure continuity of production and economic development by reducing
industrial unrest.

3.1.3.3 Important Employment Situations Covered Under the Act
A. Lay-off

Lay-off refers to the temporary inability or refusal of an employer to employ workers
due to specified business or operational reasons. A lay-off is a situation in which an
employer is temporarily unable to provide work to employees due to reasons beyond
the employer’s control.

In a lay-off, the employment relationship does not end. The employees continue to
be part of the organisation, but they are temporarily notyassigned work until normal
business operations resume.

A lay-off is usually a temporary measure adopted when an organisation faces
operational or financial difficulties. Eligible\workers who have completed the required
period of continuous service receive lay-off compensation under the Act. Once the
situation improves, employees are generdlly called back to work. An employer may
declare a lay-off because of several bu§iness or operational reasons, such as:

¢ Shortage of rawimaterialsirequired‘for production.

Shortage of power,fi€ljor electricity.

Breakdown of machinery or equipment.

Natural calamities'such as floods, earthquakes, or other disasters.
Economic slowdown resulting in a fall in demand.

Accumulation of unsold stock or finished goods.

S O

Any other temporary interruption that prevents the employer from providing
work.

Characteristics of Lay-off
The main characteristics of a lay-off are:
¢ Itis atemporary interruption of work and not a permanent loss of employment.

¢ The employee’s name continues on the organisation’s employment records.
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0 The employer is unable to provide work because of business or operational
reasons beyond immediate control.

0 Employees remain connected to the organisation and may be recalled when
work becomes available.

¢ Eligible employees are entitled to lay-off compensation according to the
provisions of the Industrial Disputes Act, 1947.

For example: A textile manufacturing company in Kerala receives fewer export orders
because of a decline in international demand. As production is temporarily reduced,
the company cannot provide work to all employees for two weeks. The management
informs employees that production will restart when new orders are received, and the
employees will return to work. This is an example of a lay-off because the employees
have not lost their jobs permanently; they are only temporarily without work.

B. Retrenchment

Imagine a manufacturing company that introduces automated machines to improve
production efficiency. Earlier, 200 employees were engaged in packing and sorting
work. After automation, the company requires only 140,employees'to perform the same
work. Since the organisation no longer needs all the existing employees, it decides to
reduce its workforce by following the legalfprocedure presesibed under labour laws.
This situation is an example of retrenchmgnt.

Retrenchment refers to the termination ef an employee’s service by the employer
for reasons other than disciplinagg'pthishment, in acécordance with the provisions of
the Industrial Disputes Act, 1947. It takés place when an organisation permanently
reduces its workforce becausg it no lofiger requires the services of certain employees
for business or operational reasons. Unlike dismissal, retrenchment is not a punishment
for misconduct or poet behaviour

In simple terms, retrea¢hment is a permanent reduction in the workforce due to
business or operational reasons./An organisation may resort to retrenchment under the
following circumstances:

¢ Decline in business or financial losses.
¢ Reduction in production or business activities.

¢ Introduction of automation or new technology that reduces the need for manual
labour.

¢ Closure or merger of a department or business unit.
¢ Organisational restructuring or cost-cutting measures.

¢ Elimination of surplus positions within the organisation.
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Principle of “Last Come, First Go”

One of the important principles followed in retrenchment is the Last Come, First
Go principle. This means that when an employer retrenches employees in a particular
category, the employee who joined the organisation most recently is generally
retrenched first. However, the employer may depart from this principle if there are
valid and justifiable reasons, such as an employee’s special skills, qualifications, or
operational requirements.

Example: A company has five machine operators. If only one operator has to be
retrenched, the operator who joined the organisation last is generally selected for
retrenchment, provided there is no valid reason to retain that employee.

Characteristics of Retrenchment
The important characteristics of retrenchment are as follows:

¢ Retrenchment results in the permanent termination®f employment for surplus
employees.

¢ It is carried out for genuine business, economiic, or operational reasons and not
as a disciplinary action.

¢ The employment relationship betwgen the employer and the employee comes
to an end.

¢ The employer must follow the legaliprocedure/prescribed under the Industrial
Disputes Act, 1947 before retrenching eligible employees.

0 Eligible employees ate entitled to ‘netice and retrenchment compensation as
provided under labour laws.

Conditions to be Eollowed Before Réetrenchment

The Industrial Disputés Act, 1947 lays down certain conditions that employers must
follow before retrenching eligible employees. One of the important conditions is that
the employer must give thesworker one month’s written notice stating the reasons for
retrenchment. If the employer does not require the employee to serve the notice period,
one month’s wages must be paid instead of notice.

In addition, eligible employees are entitled to retrenchment compensation as
provided under the law, and the employer must follow the prescribed legal procedure
while carrying out retrenchment.

HR Insight

Retrenchment is one of the most sensitive workforce decisions in Human
Resource Management because it directly affects employees’ livelihoods. A
responsible HR department ensures that retrenchment is implemented with
transparency, proper communication, fairness, and compliance with labour
laws, thereby reducing the chances of industrial disputes.
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C. Downsizing

Imagine a retail company that has been operating successfully for many years.
Over time, customers increasingly shift to online shopping, resulting in a significant
decline in sales at physical stores. To reduce operating costs and remain competitive,
the company decides to close a few branches, merge some departments, and reduce the
number of employees. This planned reduction in the size of the organisation is known
as downsizing.

Downsizing is the planned reduction of an organisation’s workforce, operations,
or organisational structure to improve efficiency, reduce costs, or adapt to changing
business conditions. It is a strategic management decision taken when an organisation
needs to reorganise its resources for long-term sustainability and better performance.

Downsizing is one of the most important workforce management strategies discussed
in Human Resource Management and Industrial Relations. Organisations adopt
downsizing when they need to reduce the size of their workforce or restructure their
operations because of changes in the business environment.Unlike a lay-off, which is
temporary, downsizing is generally a planned and long-term deeision taken to improve
organisational efficiency and financial performance:

Why Do Organisations Downsize?

Business conditions do not remain the' same all the time. Organisations may face
financial challenges, technological changes, or change$ in customer demand. In such
situations, management may decide to reduce the workforce or reorganise operations.

The major objectives of downgizing are:
¢ To reduce operating and labour costs.
To eliminate ufinecessary or. redundant jobs and activities.
To respond to declining sales, financial losses, or economic recession.
To restructure the organisation after a merger or acquisition.
To introduce automation or new technology.

To focus on core business activities.

S OO

To improve organisational efficiency, productivity, and competitiveness.
Characteristics of Downsizing
Downsizing has several important characteristics:

¢ Itis aplanned management decision rather than a sudden action.

¢ It usually results in a permanent reduction in the workforce or organisational
structure.

¢ It may affect employees, departments, or business units.
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¢ It 1is often linked to organisational restructuring and cost management.

¢ HR departments are responsible for implementing downsizing fairly and
transparently.

Downsizing does not always mean immediate dismissal of employees. Organisations
use different methods depending on their business situation and HR policies. Some of
the common methods are Voluntary Retirement Scheme (VRS), Voluntary Separation
Scheme (VSS), Attrition, Lay-off or Retrenchment, Hiring Freeze, and Outsourcing.

Downsizing is a Human Resource Management strategy and is not a term
specifically defined under the Industrial Disputes Act, 1947. However,
downsizing may lead to actions such as retrenchment or closure, which are
governed by labour laws.

Example: A retail company in Kerala notices that many customers have shifted to
online shopping. As a result, sales in several physical stores, decline. The company
closes five underperforming branches, transfers some employeesto nearby stores, offers
voluntary retirement to eligible staff, and stops hirifig, for vacant pesitions. This is an
example of downsizing because the organisation reducesiits workforce and restructures
its operations to improve efficiency.

Think and Reflect

A manufacturing company dfitroduces advanced automated machinery that
reduces the need for manual workefs. The HR department offers voluntary
retirement to senior employees, transfers some workers to other departments,
and stops recruiting new employees for vacant positions.

Reflect on the following questions:
0 Why is this'situation considered downsizing?
¢ Which methods.ef downsizing are used in this example?

¢ How can HR reduce the negative impact of downsizing on employees
and the organisation?

¢ Bench Employees

Imagine you have joined an IT company after completing your BBA. You finish
your first client project successfully, but the next project has not yet started. Although
you report to work every day and continue to receive your salary, you are temporarily
not assigned to any client project. In today’s business environment, especially in the
Information Technology (IT), consulting, engineering, and project-based industries,
employees are not always assigned continuous work. Sometimes a project is completed,
but a new assignment has not yet begun. During this period, the employees remain part
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of the organisation and continue to receive their salary, even though they are temporarily
without project work. Such employees are commonly known as bench employees.

Bench employees are employees who remain on an organisation’s payroll but are
temporarily without a client project or regular work assignment while waiting for
deployment to a suitable project.

Note

The term bench employee is commonly used in the Information Technology (IT),
consulting, and project-based industries. It is a Human Resource Management
practice and is not specifically defined under the Industrial Disputes Act, 1947.

Characteristics of Bench Employees
The important characteristics of bench employees are:
¢ They remain permanent or contractual employees of théorganisation.
¢ Their employment relationship continues duting the bench'period.
¢ They are available for deployment whenever a suitable project arises.
O

The bench period is generally temporary and may vary from a few days to
several months depending on business requirements.

¢ They receive salary anddemployment, benefits according to organisational
policy.

Bench Period

The bench periodds the period duringwhich an employee is not actively working on
a client project but continues'torbe employed by the organisation.

HR Insight

Organisations use the bench period to improve employees’ skills through
training, certification programmes, and internal projects so that they are ready
for future assignments.

Why do employees remain on the bench?

¢ Reasons for Bench Employment
Completion of an existing project.
Delay in receiving a new client project.
Cancellation or postponement of projects.

Seasonal decline in business.
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¢ Skill mismatch for available projects.
0 Waiting for deployment after induction training.

Example: A leading IT company such as Infosys recruits software engineers through
campus placements. After completing induction training, some employees wait for their
first client assignment while continuing to receive salary and training.

D. Termination

Imagine an employee who has worked in a company for several years. One employee
decides to resign after receiving a better career opportunity. Another employee retires
after completing the prescribed years of service. At the same time, an organisation facing
financial losses may close one of its branches and terminate the services of employees
working there. In another case, an employee who repeatedly violates organisational rules
may lose the job after a fair disciplinary process. Although the reasons are different, all
these situations result in the termination of employment.

Termination of employment is one of the most important and sensitive aspects of
industrial relations because it marks the end of the employment relationship between an
employer and an employee. Every employee joins an organisation with the expectation
of contributing to its growth, while the organisation expects the employee to perform
duties responsibly and follow workplace rules.

Termination refers to the formal ending of the employment relationship between an
employer and an employee. Once employment is terminated, the employee is no longer
part of the organisation, and the employment eentract'comes to an end.

Termination is not always @ punishment.)lt may happen because of the employee’s
decision, organisational requirements, business reasons, or disciplinary action. Since
termination affects an.employee’s liveliheod, employers must follow fair procedures
and labour laws before ending employment.

Reasons for Termination

Organisations may terminate employment for different reasons depending on business
needs, employee performance, or organisational policies. Some of the common reasons
include:

¢ Resignation by the employee.
¢ Retirement after completing the prescribed age or years of service.

¢ Unsatisfactory performance after following proper performance management
procedures.

Serious misconduct or violation of organisational rules.
Business restructuring or reduction in workforce.

Closure of a department or business unit.

S 0 O O

Expiry of a fixed-term employment contract.
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Termination can occur in different forms depending on the reason for ending
employment. Voluntary Termination (Resignation), Retirement, Termination During
Probation, Termination for Misconduct (Dismissal), Termination Due to Closure

Characteristics of Termination

The important characteristics of termination are as follows:

0

Termination permanently ends the employment relationship between the
employer and the employee.

Termination may be initiated by the employee (voluntary) or by the employer
(involuntary).

It must be carried out in accordance with organisational policies and applicable
labour laws.

Eligible employees are entitled to settlement of wages, leave encashment,
gratuity, and other statutory benefits wherever applicable.

In cases involving misconduct, termination should be preceded by a domestic
enquiry and should follow the principles of nataral justice.

Termination is not always a disciplinary action. Organisationsterminate employment
for different reasons to ensure discipline, improve organisational efficiency, or comply
with business requirements.

HR Insight

Termination is one of the most€hallenging responsibilities of the Human
Resource department because it affects both the employee and the organisation.
A fair, transparent, and legally. compliant termination process helps protect
employees’ rights, reducessthe possibility of industrial disputes, and maintains
trust and discipline.in the workplace.

Think and Reflect
Read the following situations and identify the correct concept.

¢ A software engineer receives a salary but has no client project for three
weeks.

A factory temporarily closes because of a shortage of raw materials.

A company permanently removes 100 surplus employees after installing
automated machines.

¢ An employee resigns after receiving a better job offer.

O Aretail company closes several branches to reduce operating costs.

Hint: Match each situation with lay-off, retrenchment, downsizing, bench
employee, or termination

m SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws 125
—C—~

ey et

SREENARAYANAGURU
OPEN UNIVERSITY




Aspect Lay-off Retrenchment Dowinsizing Termination Bench Employee

Maturs Temparary Permanant Srategic Employment ands Temparary idle
radsction pariod

Employment Yes ] Depends M s

continues?

Reason Ciperational Surplus warkforce  Business Varigus reasong Funaiting project
progdem restructuning

Compansation Lany-off Retrenchment Depends on Statutory benefits Salary confinses
compensation compensation actiom it applcable

Industry Example  Factory power Automation Retail Resignation Infasys employes
shartages restrCturing awmiting project

Fig. 3.1.1 Distinction between Lay-off, Retrenchment, Downsizing, Termination and
Bench Employee

3.1.4 The Industrial Disputes (Central) Rales, 1957

Imagine that a dispute arises in a public sector organisation overiwages and working
hours. Employees believe that their demands are justified, while the management has
a different opinion. Both parties are willing to.resolve the issue peacefully, but an
important question arises: How should the dispute bexeported? Who will conduct the
discussions? What is the correct procedurg to settle the dispute?

The Industrial Disputes Act, 1947 prowvides the legal framework for resolving
industrial disputes, but it does siot explain everystep that needs to be followed in
practice. To ensure that the provisions of the Act are implemented in a systematic and
uniform manner, the Central Government framed the Industrial Disputes (Central)
Rules, 1957.

The Industrial Disputes (Central) Rules, 1957 lay down the detailed procedures for
implementing the Industrial Disputes Act, 1947. They explain how notices of strikes
and lockouts should be issued; how conciliation proceedings should be conducted,
how disputes are referred, todéabour Courts and Industrial Tribunals, and how records
and reports should be maintained during dispute resolution. These rules provide a
clear procedural framework for employers, employees, trade unions, and government
authorities while dealing with industrial disputes.

3.1.4.1 Meaning of the Industrial Disputes (Central) Rules, 1957

The Industrial Disputes (Central) Rules, 1957 are a set of procedural rules framed
by the Central Government under the Industrial Disputes Act, 1947. They prescribe
the methods, forms, notices, and procedures to be followed while implementing the
provisions of the Act in establishments under the Central Government. These rules help
employers, employees, trade unions, conciliation officers, Labour Courts, Industrial
Tribunals, and National Tribunals perform their responsibilities in accordance with the
law.
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3.1.4.2 Importance of the Industrial Disputes (Central) Rules, 1957

The Industrial Disputes (Central) Rules, 1957 play an important role in maintaining
industrial peace because they provide a clear procedure for resolving disputes between
employers and employees. By prescribing standard procedures, the rules reduce
confusion, promote transparency, and ensure that both parties receive a fair opportunity
to present their views.

For Human Resource managers, these rules serve as a practical guide for handling
industrial disputes in accordance with labour laws. Following the prescribed procedures
helps organisations resolve disputes peacefully, avoid unnecessary legal complications,
and maintain harmonious industrial relations.

3.1.5 Industrial Employment (Standing Orders) Act, 1946

Imagine that you have joined a manufacturing company as a new employee. On your
first day, you are informed about your working hours, leaye, rules, attendance policy,
overtime, disciplinary procedures, and the conditions under which your employment
may be suspended or terminated. Since these rules are written down,and communicated
clearly, every employee knows what is expected in, the workplace. This reduces
confusion and helps maintain discipline within the organisation.

Now imagine another organisation wherfe no such rules exist. Employees are unsure
about working hours, leave, transfers, promotions, or dis€iplinary procedures. Different
supervisors follow different practices, and, employees often feel that decisions are
unfair or inconsistent. Such uncertainty can lead.tomisunderstandings, grievances, and
industrial disputes.

To avoid these situations and bring uniformity to employment conditions, the
Industrial Employment®(Standing, Orders) Act, 1946 was enacted. The Act requires
employers in specified industrial establishments to clearly define and communicate the
conditions of employmentto employees through written standing orders. These standing
orders help both empleyers and employees understand their rights, responsibilities, and
workplace rules.

3.1.5.1 Meaning of the Industrial Employment (Standing Orders)
Act, 1946

The Industrial Employment (Standing Orders) Act, 1946 is a labour law that requires
employers in certain industrial establishments to prepare and officially certify written
rules governing the conditions of employment. These written rules are known as
standing orders. Standing orders specify important employment conditions such as
classification of employees, working hours, leave, attendance, transfers, misconduct,
disciplinary action, suspension, termination, and grievance procedures. Once certified,
these rules become binding on both the employer and the employees.

In simple words, standing orders are written workplace rules that clearly explain
how employees and employers should function within an organisation.
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3.1.5.2 Importance of the Industrial Employment (Standing Orders)
Act, 1946

The Industrial Employment (Standing Orders) Act, 1946 plays an important role
in maintaining discipline, transparency, and fairness in industrial establishments. It
helps create a workplace where employment conditions are clearly defined and applied
uniformly to all employees.

The importance of the Act can be understood from the following points:
¢ It provides clear and written rules regarding the conditions of employment.

¢ It helps employees understand their rights, duties, and responsibilities in the
workplace.

¢ It promotes uniformity and consistency in the implementation of organisational
policies.

¢ It reduces misunderstandings and disputes arising from unclear employment
conditions.

¢ It supports industrial discipline by defining acts of misconduct and disciplinary
procedures.

¢ Itencourages fairness by ensuring that employers follow established procedures
before taking disciplinary action.

¢ It strengthens harmoniou$ ‘industrial welations by creating transparency in
employer—employee relationshipst

3.1.6 Industrial discipline and/omestic inquiry

Industrial discipline refersste the orderly behaviour expected from employees and
employers in an otganisation. It involves following organisational rules, regulations,
policies, and standards of conduct to ensure smooth functioning and harmonious
workplace relationships.

Industrial discipline means maintaining order, obedience, responsibility, and respect
for organisational rules in the workplace. Discipline is not about punishment alone. It
encourages employees to behave responsibly and helps organisations achieve efficiency,
safety, and productivity.

Definitions of Industrial Discipline

Different scholars have explained discipline from the perspective of organisational
behaviour and human resource management.

Richard D. Calhoon defines discipline as the force that motivates individuals or
groups to observe rules, regulations, standards, and procedures considered necessary
for the effective functioning of an organisation.
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Michael J. Jucius states that discipline is a condition in which employees willingly
follow organisational rules and accepted standards of behaviour.

These definitions show that discipline is both self-control and organisational control
aimed at achieving organisational goals.

3.1.6.1 Objectives of Industrial Discipline

Industrial discipline helps organisations create a productive and peaceful work
environment. The major objectives include:

¢ Maintaining order and discipline in the workplace.

Promoting harmonious industrial relations between employers and employees.
Ensuring employees follow organisational policies and safety rules.
Preventing misconduct, conflicts, and indiscipline.

Improving productivity, efficiency, and quality of work.

Protecting organisational property and resoutees.

S OO

Encouraging ethical behaviour and professienal responsibility.
Illustration

A hospital follows strict protocols ‘regarding attendance, patient safety, and
confidentiality. When employeessfollow these,rules; patient care improves, and the
hospital functions smoothly. This exampléshows how industrial discipline contributes
to organisational effectiveness.

3.1.6.2 Importange of Industzialdiscipline

Industrial discipline plays a significant role in creating a positive and productive work
environment. It benefits not only employees and employers but also the organisation
as a whole. When employeesainderstand workplace rules and follow them responsibly,
organisations experience fewer conflicts, better teamwork, and improved overall
performance. The importance of industrial discipline can be understood through the
following points.

¢ Maintains workplace harmony : Industrial discipline helps create a peaceful
and respectful work environment. When employees follow organisational rules
and respect one another, misunderstandings, conflicts, and unhealthy workplace
behaviour are reduced.

¢ Improves Productivity : Employees who follow workplace procedures and
perform their responsibilities sincerely contribute to higher productivity.
Discipline ensures that work is completed on time, resources are used efficiently,
and organisational goals are achieved more effectively.
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¢ Ensures Safety at the Workplace : Every organisation has safety rules
and procedures to protect employees and organisational property. Industrial
discipline encourages employees to follow these safety guidelines, reducing
workplace accidents, injuries, and occupational hazards, especially in factories,
hospitals, construction sites, and manufacturing industries.

¢ Builds a Positive Organisational Culture : A disciplined workplace
promotes values such as responsibility, punctuality, teamwork, honesty, and
professionalism. When these values become part of everyday work life, they
create a strong organisational culture where employees feel accountable for
their actions and committed to organisational success.

¢ Reduces Industrial Disputes : Clear disciplinary rules and fair procedures
help prevent many workplace disputes before they become serious conflicts.
Employees know what behaviour is expected, and employers follow established
procedures while dealing with misconduct. This reduces grievances, strikes,
and legal disputes.

¢ Protects the Organisation’s Reputation : Employees represent the organisation
through their behaviour and work ethics. A disciplined workforce improves
customer confidence, enhances the organisation’sipublic image, and helps build
trust among clients, investors, and other stakeholders.

3.1.6.3 Types of Discipline

Industrial discipline can be enfereed in various ways depending on the situation in
an organisation. Some forms @f discipline promote voluntary compliance with rules
within a firm, while others ate punitiy€ measures for rule violations. A good Human
Resource (HR) manager uses a combination'of different forms of discipline to enforce a
productive working eavironment. The major forms of industrial discipline are explained
below.

1. Self-Discipline : Self-discipline may be defined as the willingness of the
employees to observe efganisational rules, policies, and ethical standards. This
attitude is based on personal responsibility, commitment, and professionalism.
Employees with self-discipline perform their duties sincerely, maintain
punctuality, respect workplace rules, and complete assigned work on time.
Example: An employee reaches the office on time every day, follows safety
guidelines, and completes assigned tasks without being reminded by the
SUpervisor.

2. Positive Discipline : Positive discipline focuses on guiding and encouraging
employees to improve their behaviour rather than punishing them. Managers use
counselling, coaching, feedback, and motivation to correct minor mistakes. The
aim is to help employees understand expectations and improve performance.
Example: A customer service executive repeatedly arrives late to work. Instead
of issuing immediate punishment, the HR manager discusses the reasons, offers
counselling, and helps the employee improve punctuality.
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3. Negative Discipline : Negative discipline involves disciplinary action when
employees repeatedly violate organisational rules or commit serious miscon-
duct. It is used only after fair procedures have been followed. Negative disci-
pline may include warnings, suspension, demotion, or dismissal depending on
the seriousness of misconduct. Example: An employee is found guilty of steal-
ing company property after a domestic inquiry. The organisation dismisses the
employee according to its certified standing orders.

4. Preventive discipline : Preventive discipline is aimed at preventing the occur-
rence of indiscipline. It is a method where companies set out guidelines, orien-
tation programs, instructions, and complaint structures to avert disagreements
among employees. It is more of a preventive measure than corrective action.
Example: A manufacturing company conducts regular safety training and
explains attendance and leave policies to all new employees during induction.

5. Corrective Discipline : Corrective discipline is used after an employee has
committed misconduct. The objective is to correct Behaviour and prevent sim-
ilar incidents in the future rather than simply punish the employee. Corrective
measures may include counselling, written warnings, retraihing, or performance
improvement plans. Example: An employee repeatedly fails to follow work-
place procedures. HR issues a written warning and,provides additional training
to improve performance.

Think and Reflect
Identify the appropriate form@®f industrial diseipline in each situation.
Situation
0 An employeesfollowsiall workplace rules without supervision.
HR prowides counselling to improve an employee’s attendance.
A company conducts safety training to avoid workplace accidents.

An employeea€€etves a written warning after repeated negligence.

S 0 O

An employee is dismissed after a fair domestic inquiry for serious mis-
conduct.
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Disciplinary Actions Available to Employers

Organisations follow progressive discipline depending on the seriousness of
misconduct.

Table 3.1.2 Disciplinary Actions

Disciplinary Action Purpose
Counselling Correct behaviour through guidance
Verbal warning Inform employee about minor misconduct
Written warning Official record of misconduct
Suspension pending inquiry Temporary removal during investigation
Demotion Reduce responsibilities in certain cases
Fine or wage deduction Allowed only under applicable labour laws
Dismissal or termination For serious misconduct

3.1.6.4 Causes of Indiscipline
The most common causes of indiscipline are:

1. Absence of effective leadership :(Effectiveileadership plays a key role in
maintaining discipline at the workplace. When managers fail to guide, motivate,
or communicate with employees properly, confusion and dissatisfaction may
arise. Employees are less likely to follow orgafiisational rules when leadership
1s weak or inconsistent.

2. Unfair management practices : Employees expect fairness in decisions related
to promotions, transfers, performance appraisal, rewards, and disciplinary
action. Whenfmanagementishows favouritism or treats employees unequally,
employees/may losedfust in the organisation, leading to indiscipline.

3. Communication Barriers : Poor communication often creates
misunderstandings between management and employees. When organisational
rules, expectations, or policy changes are not communicated clearly, employees
may unintentionally violate workplace rules or become dissatisfied

4. Non—uniform disciplinary action : Disciplinary rules should be applied
consistently to all employees. If similar misconduct is treated differently for
different employees, it creates a feeling of injustice and affects workplace
discipline.

5. Divide and rule policy : When management encourages rivalry or creates
divisions among employees or departments, workplace unity is affected. Such
practices reduce cooperation, increase conflicts, and weaken industrial discipline.
Example: A manager treats one group of employees more favourably than
another, leading to disputes and unhealthy competition within the organisation.
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6. Inadequate attention to personal problems : Employees may face personal or
family difficulties that affect their attendance, behaviour, or performance. If the
organisation ignores these genuine concerns and offers no support, employees
may become frustrated and disengaged.

7. Victimisation : Victimisation occurs when an employee is treated unfairly
because of trade union membership, raising a grievance, reporting unethical
practices, or expressing legitimate concerns. Such unfair treatment damages
employee morale and creates industrial unrest.

3.1.7 Domestic Inquiry

Imagine that an employee working in a manufacturing company was accused of
damaging expensive machinery at the time of work. The management suspects the man
of negligence and decides to take disciplinary action. However, can the organisation
punish the employee immediately without hearing the employee’s side of the story?

The answer is no.

Before imposing a major disciplinary punishment&uch as dismissal or termination for
alleged misconduct, the employer generally needs to follow the applicable disciplinary
procedure, including a fair domestic inquiny”whete required./Suspension may, in
appropriate circumstances, be ordered pending investigation or inquiry and should not
automatically be treated as a punishment.

Meaning of Domestic Inquiry

A domestic inquiry is a formal internaldisciplinary proceeding an employer conducts
to examine an allegation of misconduet against an employee or worker. It gives both
sides an opportunity to_present,relevant gvidence and explanations and enables the
competent disciplinafy authority tordetefmine, under the applicable rules, whether the
charge is established.

3.1.7.1 Principles of Natu#al Justice in a Domestic Inquiry

In India, labour laws require employers to follow the principles of natural justice
before imposing any major disciplinary action on an employee. These principles ensure
that disciplinary proceedings are fair, transparent, and free from bias. A domestic inquiry
conducted without following natural justice may be challenged before the Labour Court
or Industrial Tribunal. The key principles of natural justice are explained below.

1. Rule against Bias — Nemo Judex in Causa Sua

The person who conducts or decides the disciplinary proceeding should be impartial
and should not have a personal interest or predetermined position in the matter. Example:
If a supervisor has made the complaint against an employee, the supervisor should not
ordinarily act as the inquiry officer in the same matter where such involvement creates
a reasonable concern about impartiality.
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2. Right to a Fair Hearing — Audi Alteram Partem

The employee should be informed of the allegations and given a reasonable
opportunity to defend themselves. This may include submitting an explanation,
producing relevant evidence, questioning witnesses where permitted, and responding
to the evidence presented against them.

3. Fair and Reasoned Decision

The inquiry should be conducted fairly, and the conclusions should be based on the
evidence and applicable rules rather than personal prejudice, assumptions or irrelevant
considerations. The Supreme Court has stated that disciplinary proceedings can be
interfered with where principles of natural justice or applicable statutory rules are
violated.

3.1.7.2 Misconduct in Industrial Establishments

Misconduct refers to an act or omission by an employee, or worker that violates
applicable service rules, standing orders, employment conditions, or established
workplace requirements and is treated as misconductyunder the applicable rules.

Examples of Acts That May Constitute Misconduct

0 Habitual or unauthorised absenteeism
Persistent or habitual late attendance
Theft, fraud or dishonesty in connectiomwith employment
Wilful or negligent damage to @rganisational property
Fighting, violeneesor threatening béhaviour at the workplace
Insubordination or wilful disobedience of lawful and reasonable orders
Sexual harassment or other prohibited workplace conduct
Unauthorised dis€losure of confidential information

Violation of workplace safety rules

S OO

Reporting for duty under the influence of alcohol or prohibited substances,
where covered by applicable rules

3.1.7.3 Stages/Process of Domestic Inquiry

A domestic inquiry generally follows a sequence of steps to ensure that the allegation
of misconduct is examined fairly. The exact procedure may vary depending on the
applicable standing orders, service rules, employment conditions and relevant law.

1. Preliminary Investigation : The employer first conducts a preliminary
fact-finding exercise to understand the nature of the alleged misconduct and

134 SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws m

i~

Mooy
SREENARAYANAGURU
GPEN UNIVERSITY



determine whether there is sufficient basis for initiating formal disciplinary
proceedings. This may involve examining documents, records, reports or other
relevant information.

Issue of Charge-Sheet : If formal disciplinary proceedings are considered
necessary, the employee is served with a charge-sheet or statement of charges.
It should clearly state the alleged misconduct and provide sufficient details to
enable the employee to understand the allegations and prepare a defence.

Submission of Explanation : The employee is given a reasonable opportunity
to submit an explanation to the charges. The employee may admit the allegation,
deny it, provide relevant facts, or explain the circumstances surrounding the
incident.

Appointment of Inquiry Officer : Where a formal inquiry is required, an
impartial inquiry officer is appointed to conduct the proceedings. The inquiry
officer examines the evidence and determines whether the charges are established
based on the material presented during the inquiry.

Presentation of Evidence : The management presents televant documents,
records and witness evidence supporting the charges. The eémployee is given a
reasonable opportunity to examine andsrespond torthe evidence in accordance
with the applicable procedure.

Defence of the Employee : The employee is allowed to present their defence.
This may include submitting doeuments, /producing relevant evidence,
responding to the management’s evidenieesand, where permitted, questioning
witnesses.

Preparation of Inquiry Report : After considering the evidence and the
defence, the inquiry officer, prepates an inquiry report. The report records the
charges, evidence considered and findings on whether each charge is established.
The inquiry effieér generally does not impose the final punishment unless the
applicable rules specifically provide otherwise.

Disciplinary Decision : The competent disciplinary authority considers the
inquiry findings and the applicable rules before making the final decision.
Depending on the findings and circumstances, the authority may impose an
appropriate disciplinary penalty or take other action as permitted under the
applicable rules.

Appeal or Review : Where the applicable service rules, standing orders, or law
provide for an appeal or review, the employee may challenge the disciplinary
decision through the prescribed mechanism. The appellate or reviewing authority
considers the matter in accordance with the applicable rules.
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® Recap

¢ Industrial Relations refers to the relationship between employers,
employees, unions, and the government.

¢ Industrial Dispute means a conflict connected with employment or labour
conditions.

Lay-off is the temporary inability to provide work.
Retrenchment is the permanent workforce reduction.
Standing Orders refer to certified written employment rules.

Domestic Inquiry means an internal investigation before punishment.

S O O

Domestic inquiry is a formal internal disciplinary proceeding conducted
to examine an allegation of misconduct. It provides an opportunity to
consider evidence and the employee’s explanation before the competent
authority takes a disciplinary decision

¢ Bench employees are employeesWho remainon the organisation’s payroll
but are temporarily without a ¢lient project ‘or regular work assignment,
particularly in project-based industries such as IT and consulting

¢ Industrial discipline mieans orderly beh@aviour, responsibility and adherence
to organisational gules, poligieshand standards. It promotes workplace
harmony, productivity, safety and responsible behaviour

Objective Questions

1. What term refers to the relationship between employers, employees,
trade unions and government concerning employment matters?

2. What is the collective work stoppage initiated by employees to express
their demands called?

3. What is the temporary inability of an employer to provide work to
employees for specified reasons called?

4. What is the permanent reduction of the workforce for reasons other than
disciplinary punishment called?

5. What is the planned reduction of an organisation’s workforce or
operations called?
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What is the deliberate reduction in the speed of work by employees
called?

What is the formal internal disciplinary proceeding conducted to examine
an allegation of misconduct called?

Answers

Industrial Relations
Strike

Lay-off
Retrenchment
Downsizing
Go-slow

Domestic inquiry

9.

Define industrial relations and explain its importance to an organisation.

What isfan industrial dispute? Explain the major characteristics of
industrial disputes.

Explain any five founs of industrial action with suitable examples.
Distinguish between lay-off, retrenchment and downsizing.

What are bench employees? Explain the major reasons why employees
may remain on the bench

Discuss the major causes of industrial disputes in an organisation.
Define industrial discipline and explain its objectives and importance.

What is a domestic inquiry? Explain the principles of natural justice that
should be considered in a domestic inquiry.

Explain the causes of industrial indiscipline

10. Explain the meaning and importance of the Industrial Disputes Act, 1947.

SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws 137




Assignments

A company experiences a prolonged decline in demand and decides to
reduce its workforce. Some employees are temporarily denied work,
while others are permanently removed after the introduction of automated
machinery. The company also closes one of its departments as part of a
restructuring programme. Identify and distinguish the concepts involved.
Explain how lay-off, retrenchment and downsizing differ in terms of their
nature, purpose and effect on employment.

An organisation has noticed increasing absenteeism, late attendance,
violation of safety rules, and conflicts between employees and
supervisors. Management wants to improve workplace discipline without
immediately resorting to punitive measures. As an HR manager, prepare
a plan explaining how industrial discipline cafi'be strengthened in the
organisation.

An employee in a manufacturing company is accused of negligence
after an expensive machine is damaged. The,supervisor who reported
the incident wants to conductthe dis¢iplinary,inquiry himself and
recommends dismissal without/allowing the employee to explain.

Critically analyse the situation with reference to domestic inquiry and
the principles of naturalgustice."Explain the appropriate procedure that
the organisation shotlld followsbeforetaking a disciplinary decision.
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Unit —@

Trade Union and Collective
Bargaining

Learning Outcomes

After completing this unit, the learners will be able to:

0 explain the concept and importance of trade unions and collective
bargaining in industrial relations

¢ describe the objectives, features and provisions of the Trade Unions Act,
1926

¢ explain the evolution of the Trade Unions Act in India

¢ analyse the major changes introduced “through the Trade Unions
(Amendment) Act, 2001

Imagine a manufacturing company where employees believe that their wages
do not adequately weflect the work they perform. Some employees are also
concerned aboutflong working houss, workplace safety and job security. If one
employee approaches the management alone, the employee may have limited
bargaining power.But what happens when a group of employees presents the
same concerns collectively?

This is where a trade union becomes important. A trade union brings employees
together to represent their common interests. Instead of every employee
negotiating separately with management, the union acts as a collective voice.
It may negotiate on matters such as wages, working conditions, working hours,
welfare facilities, job security and other employment-related issues.

For example, suppose 200 employees in a manufacturing unit are concerned
about inadequate safety equipment. Rather than submitting 200 separate
complaints, the employees may approach management through their union and
place acommon set of demands. The union can discuss the issue with management
and seek a negotiated solution.
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Trade unions, therefore, are an important part of industrial relations, which
refers to the relationship between employees, employers and their representatives.

However, trade unions are not simply organisations that raise demands or
organise protests. A well-functioning union can also participate in negotiations,
grievance handling, employee welfare activities and discussions aimed at
improving workplace relations.

The legal framework governing trade unions in India has also evolved. The
Trade Unions Act, 1926 played a foundational role by providing a legal framework
for registering and regulating trade unions. The Act was later amended, including
through the Trade Unions (Amendment) Act, 2001. Subsequently, the Industrial
Relations Code, 2020 consolidated industrial relations law, and the Code came
into force on 21 November 2025. Thus, while the 1926 Act is important for
understanding the historical development of trade union law, learners should also
understand its place within the present industrial-relations framework. This unit
describes the concept of trade unions, their importance, andyfamiliarises learners
with the Indian Trade Unions Act, 1926.

Trade Union, employees, Industsial Relations Code, Job security, The Trade
Unions (Amendments) Act, 2001

3.2.1 Meaningef Trade Union

A trade union is an organised association of workers formed primarily to protect and
promote their common employment-related interests and to regulate relations between
workers and employers. Employees may come together through a trade union to discuss

and negotiate matters such as:

¢ wages and salary revisions
working hours

workplace safety

leave and welfare facilities
job security

grievance handling

disciplinary matters; and other conditions of employment
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The important idea behind a trade union is collective representation. An individual
employee may have limited influence when discussing an employment issue with
management. A group of employees represented through an organised union can place
their common concerns before management in a more structured manner.

Example: Consider a textile company where employees believe that overtime payments
are not being calculated properly. Instead of every employee approaching the HR
department separately, the employees may raise the issue collectively through their
trade union. The union can collect information from employees, discuss the issue with
management and seek an appropriate settlement.

Thus, a trade union provides employees with a formal platform through which
common employment-related concerns can be expressed and negotiated.

Definition

According to Section 2(h) of the Trade Unions Act, 1926, a trade union is any
combination of persons, whether temporary or permanent, primarily for the purpose of
regulating the relations between employees and employers, or'between employers and
employees or between employers and employers, orfor imposing testrictive conditions
on the conduct of any trade or business, and includes the:federation of two or more trade
unions.

Membership Requirement for Registration

The Trade Unions Act, 1926 provides ‘that any seven or more members of a trade
union may apply for registrationdy subscribing theif names to the rules of the union
and complying with the requiréments of the Act.

However, the requirement should not be uinderstood to mean that a registered union
can continue indefinitelypwith only seveh members irrespective of the size of the
establishment.

Table3.2.1 Membership Requirement for Registration
Requiremeant Position

Initial application Seven or more mambers may apply, subject to statutory

requirements

Continuing membership At least 10% or 100 workmen, whichever is less, subject

to a minimum of seven

Purpase Ta ensure that the registerad union maintains a

meaningful level of representation
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The Act also provides a continuing membership requirement for a registered trade
union of workmen: it should have at least 10 per cent or 100 workmen, whichever is
less, subject to a minimum of seven, among the workmen employed in the establishment
or industry with which the union is connected.

Example: Suppose an establishment has 70 workers. Seven members may apply for
registration, subject to the requirements of the Act. However, registration and the
continuing membership requirement are separate matters. The union must continue to
satisfy the statutory membership requirement applicable after registration.

If employees have different opinions about wages, working hours or workplace
policies, should every employee negotiate separately with management, or can
collective representation produce a more organised discussion?

There is no automatic answer to every workplace situation. The important point
is to understand how collective representation changes the relationship between
employees and management.

Think About It

3.2.1.1 Features of Trade Unions

1.

Association of Employees/Employers: A tradeunion is an organised association
formed by employees or employets who have common interests. Workers from
the same organisation, occupation ot industry unite to protect their economic
and social interests. Example: Nurses inasggovernment medical college hospital
may form a trade unign to negotiate, issues related to staffing, working hours,
and safety.

Relatively Pefmanent: Astradeainion is generally a permanent organisation.
It continue$ to functien even after a particular dispute is settled because it
represents the lefig-term interests of its members. Example: The Tata Steel
Workers Union has existed for decades and continues to represent employees in
various employmentanatters.

Voluntary Association: Membership in a trade union is voluntary. Employees
are free to join or leave the union according to their choice, provided they satisfy
the membership rules. This voluntary nature reflects democratic participation in
industrial relations.

Joint Action: Trade unions believe in collective action rather than individual
action. Employees combine their efforts to negotiate with management on issues
affecting all workers. Collective action provides greater bargaining strength and
helps employees achieve common goals.

Legal Status after Registration: A registered trade union enjoys legal
recognition under the Trade Unions Act, 1926. It becomes a separate legal
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entity with the right to own property, maintain funds, enter into contracts, and
represent members before employers and legal authorities.

Democratic Organisation: Trade unions function on democratic principles.
Members elect office-bearers, participate in meetings, and contribute to
important decisions affecting the union.

Collective Representation: A trade union acts as the authorised representative
of employees during negotiations, grievance handling, and collective bargaining
with management.

3.2.1.2 Why do workers join Unions?

1.

Collective bargaining power : Employees join trade unions because working
together provides greater strength than acting individually. Trade unions help
workers secure fair treatment, improve employment conditions and protect their
rights.

Protection for their employment rights : Trade unions help employees
address issues such as unfair dismissal, discrimination, unequal pay, and unsafe
working conditions through collective representation.

Workplace safety and welfare : Emiployees may useéweollective representation
to raise concerns about safety equipment, health facilities, working hours and
welfare measures.

Grievance representation : A union ¢an previde a structured channel through
which employees can present workplace grievances.

Participation and voice : Trade unions provide employees with a platform to
express their yiéws on matters affeCting their working lives.

Solidarity and mutualsupport : Membership can create a sense of cooperation
among employees who face common workplace concerns.

Legal and procedural support : Union representatives may assist employees
in understanding workplace rules, labour rights and procedures applicable to
employment disputes.

3.2.1.3 Objectives of Trade Unions

Trade unions are established with the primary aim of protecting workers’ interests
and maintaining harmonious industrial relations. Their objectives extend beyond
wage negotiations and include employee welfare, social justice and organisational
development.

1.

To Protect the Rights and Interests of Workers : The foremost objective
of a trade union is to safeguard employees from exploitation and ensure fair
treatment in the workplace. This includes protection against unfair dismissal,
discrimination, and violation of labour rights.
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2. To Secure Fair Wages and Better Compensation : Trade unions negotiate
with employers for fair wages, salary revisions, bonuses, incentives, and other
monetary benefits through collective bargaining.

3. ToImprove Working Conditions : Trade unions seek improvements in working
hours, workplace safety, sanitation, leave facilities, healthcare, and other
employment conditions. Example: Factory unions negotiate safety equipment
and health insurance for workers in hazardous industries.

4. To Promote Job Security : Trade unions work towards preventing arbitrary
termination, ensuring proper disciplinary procedures and protecting employees
during organisational restructuring.

5. To Promote Employee Welfare : Trade unions encourage welfare measures
such as housing, education, healthcare, recreation, insurance and retirement
benefits for employees and their families.

6. To Maintain Healthy Industrial Relations :“ Trade unions act as a
communication bridge between employees and employers. They help resolve
disputes through negotiation, mediation, andsollective bargaining.

7. To Encourage Collective Bargaining : Trade unions proyide a formal mech-
anism for negotiating employment conditionsjtherebyréducing industrial con-
flicts and promoting peaceful settléments.

8. To Educate and Develop Workers : Trade unions organise awareness pro-
grammes, training session§ anhd educational® activities to improve workers’
knowledge about labout laws, rights and responsibilities.

9. To Promote Social Justice and Equality : Trade unions strive to eliminate
discrimination.andensureécqual treatment irrespective of gender, caste, religion
or employmeént category.

10. To Contributeto Organisational Growth : Modern trade unions also cooper-
ate with management todimprove productivity, quality, innovation and organisa-
tional performane@while protecting employee interests.

Illustrative Case: Trade Union and Collective Bargaining in a Steel
Company

Tata Steel has one of India’s oldest recognised trade unions. When employees
demanded wage revisions and improved medical benefits, the union collected
workers’ concerns and entered into collective bargaining with the management.
After several rounds of negotiation, both parties signed a long-term wage
settlement that included salary increases, healthcare benefits, and welfare
measures. The agreement improved employee satisfaction while maintaining
industrial peace and productivity.
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This case demonstrates that trade unions are not merely protest organisations;
they are important partners in creating a balanced and cooperative industrial
relationship between employees and employers.

3.2.1.4 Evolution of Trade Union Legislation in India

The development of trade union legislation in India did not happen overnight. It
emerged gradually as industrialisation expanded and workers began organising
themselves to address common employment concerns.

Early Industrialisation

During the late nineteenth and early twentieth centuries, the growth of factories,
textile mills, plantations, mines and other industries increased the number of industrial
workers. Many workers faced difficult employment conditions, including low wages,
long working hours and inadequate welfare facilities. Asaworkers began to organise
collectively, the need for legal protection and recognition ‘of,trade union activities
became increasingly important.

Growth of Organised Trade Unionism

The growth of organised labour moyeéments created ‘greater awareness about
collective representation. Workers increasingly realised that individual complaints
had limited influence and that common concerns could be addressed more effectively
through organised action.

Trade Unions Act, 1926

The Trade Unions Act, 1926 provided a formal legal framework for the registration
and regulation of tradé unions. It becamed@n important foundation for the development
of organised trade gnionism_in.India.

Trade Unions (Amendment) Aet, 2001

The Act was amendedyinn 2001, with the amendments coming into force from 9
January 2002. The Ministry of Labour states that the amendment sought to promote
orderly growth of trade unions, reduce multiplicity of trade unions and promote internal
democracy.

Industrial Relations Code, 2020

India subsequently consolidated several central labour laws relating to industrial
relations into the Industrial Relations Code, 2020. The Code came into force on 21
November 2025. The Code incorporated the subject matter of the Trade Unions Act,
1926 along with the Industrial Disputes Act, 1947 and the Industrial Employment
(Standing Orders) Act, 1946.
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Evolution at a Glance

Industrialisation

!

Growth of workers and workplace issues

l

Collective organisation of workers

!

Trade union movement

l
Trade Unions Act, 1926

l
Trade Unions (Amendment) Act, 2001

I
Industrial Relations,Code, 2020

This evolution shows how Indian industrial relations moved from relatively
limited legal recognition of collective organisation towards a more consoli-
dated framework of industrial-relations regulations

3.2.1.5 List of Central Trade Ugion'®@rganisations recognised by the
Ministry of Labour

1.

AU S o

AICCTU —All India Central Council of Trade Unions
AITUC - Allindia Trade Union Congress

AIUTUC - All Indiad0nited Trade Union Centre
BMS — Bharatiya Mazdoor Sangh

CITU - Centre of Indian Trade Unions

INTUC - Indian National Trade Union Congress

3.2.1.6 Collective Bargaining

In every organisation, employees and management may have different expectations

and

productivity and employee welfare. While employees seek fair compensation, better

interests regarding wages, working conditions, working hours, job security,

working conditions and security, management must consider organisational costs,
productivity, competitiveness and long-term sustainability. These differences can
sometimes lead to disagreements or conflicts.




Collective bargaining provides a structured mechanism through which employees,
usually represented by a trade union or authorised representatives, negotiate with
management to address such issues and arrive at mutually acceptable solutions. Through
discussion, negotiation and compromise, both parties can determine employment
conditions, resolve workplace issues and maintain harmonious industrial relations.
Therefore, collective bargaining is not merely a process of negotiating higher wages; it is
an important mechanism for employee representation, conflict resolution, participation
and the development of healthy and stable employer—employee relationships.

Meaning

The term collective bargaining is made up of two words: collective and bargaining.
The word collective indicates that employees come together and act as a group, usually
through a trade union or authorised representatives, while bargaining refers to the
process of discussion and negotiation between the parties to arrive at an acceptable
agreement.

Thus, collective bargaining refers to the process through which employees, through
their representatives, negotiate with employers or management on matters relating to
wages, working conditions, benefits, job security and other terms of employment. It
provides employees with a collective voice and enables management and employees to
address their differences through negotiations@ther than individual confrontation.

Definitions

Collective bargaining is a process of negotiating between management and workers,
represented by their representatives, for detérmifiing mutually agreed terms and
conditions of work which protect the intérest of both workers and the management.

According to Dale Yoder’,**Collective bargaining is essentially a process in which
employees act as a_group in seeking tefshape conditions and relationships in their
employment”.

Michael J. Jucious has defined collective bargaining as “a process by which
employers, on the one hand, and representatives of employees, on the other, attempt
to arrive at agreements covering the conditions under which employees will contribute
and be compensated for their services”.

Thus, collective bargaining may be understood as a continuous process through
which representatives of employees and employers negotiate employment-related
matters and seek to arrive at mutually acceptable agreements.

Example: Suppose employees in a manufacturing company believe that their wages
no longer reflect increased living costs. Instead of approaching the HR manager
individually, they raise the issue through their recognised union. The union presents
a proposal for wage revision, while management examines the company’s financial
position, productivity and industry wage levels. After several rounds of discussion,
both sides may agree on a revised wage structure. This entire process is an example of
collective bargaining.
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3.2.1.7 Importance of Collective Bargaining

Collective bargaining is important because it provides a structured platform for
employers and employees to discuss their concerns, negotiate employment conditions,
and arrive at mutually acceptable solutions. It not only protects employee interests but
also helps organisations maintain healthy industrial relations, improve cooperation, and
reduce workplace conflicts. The major importance of collective bargaining is discussed

below:

1.

Develops Better Understanding between Employers and Employees :
Collective bargaining brings management and employee representatives together
for discussion and negotiation. Management gets an opportunity to understand the
needs, concerns and expectations of employees, while employees gain a clearer
understanding of the organisation’s financial position, operational challenges
and limitations. Such two-way communication can reduce misunderstandings
and build mutual trust between the two parties.

Promotes Industrial Democracy : Collective bargaiming allows employees to
participate in decisions that affect their working lives. Through their trade union
or authorised representatives, employees cafi express their views and negotiate
with management on matters relating to employment./Such participation
strengthens the principle of industridl democracy,»whefe employees have a
meaningful voice in workplace matters.

Provides Benefits to Both Employers and Employees : Collective bargaining
seeks to arrive at an agreement thaticonsiders the interests of both parties.
Employees may obtain{fimprovements in wages, working conditions, welfare
benefits or job security, while employers may benefit from greater cooperation,
productivity and industrial stability. Therefore, constructive bargaining can
create outcome$ that are beneficial to both employees and the organisation.

Helps in ResolvingdIndustrial Disputes : Differences between employees and
management may arise over wages, working conditions, workload, disciplinary
matters or other employment issues. Collective bargaining provides an organised
mechanism for diseussing such differences and seeking negotiated solutions. By
addressing concerns through dialogue, it can help prevent disagreements from
escalating into prolonged industrial disputes.

Facilitates Implementation of Agreed Decisions : Both management and
employee representatives participate in negotiating the terms of a collective
agreement. Since the parties discuss the issues and arrive at the agreed terms
through negotiation, employees are more likely to understand and accept the
decisions. This can facilitate smoother implementation of the agreement and
reduce resistance or misunderstanding during its execution.

Adapts to Changing Conditions : Organisations operate ina constantly changing
environment influenced by technology, economic conditions, competition and
changing patterns of employment. Such changes may require adjustments in
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work practices, working hours, job roles, skills or compensation structures.
Collective bargaining provides an opportunity for management and employees
to discuss these changes and negotiate suitable arrangements. For example,
when automation changes the nature of certain jobs, bargaining may address
employee retraining, redeployment and changes in work responsibilities.

3.2.1.8 Process of Collective Bargaining

0

Preparation and identification of issues : Both employees and management
identify the issues that need discussion, such as wages, working conditions,
benefits, or working hours. Each side prepares its demands and supporting
information before negotiations begin.

Presentation of demands : The employees’ representatives formally present
their demands to management. The management may also communicate its
proposals or concerns.

Negotiation : Representatives of both sides discuss‘the issues and exchange
views to understand each other’s expectations. They explore possible solutions
through discussion.

Bargaining and compromise : Bothparties negotiate £0 reach a mutually
acceptable solution. Each side maymake certaih compromises while protecting
its important interests.

Agreement : Once both parties reach,a common understanding, the terms are
formally agreed upon and recorded. Theragreement generally specifies the
rights, responsibilitiesf and conditions accepted by both sides.

Implementation : The'agreed terms‘are put into practice by the employer and
employees. Both parties ate,expected to follow the conditions included in the
agreement.

Follow-up and review : /The implementation of the agreement is monitored to
identify any difficultie§ or new issues. The parties may review the agreement
and make necessary adjustments through further discussion.

3.2.2 Indian Trade Unions Act, 1926

The Indian Trade Unions Act, 1926 is one of the earliest and most important labour
laws enacted in India. It was introduced to provide legal recognition and protection
to trade unions and to regulate their formation, registration and functioning. Before
this legislation, workers’ organisations had no legal identity. Employees who joined
together to protest against poor wages or working conditions often faced civil and
criminal action, and employers could dismiss workers for participating in collective
activities.

The Act was passed by the Central Legislative Assembly in 1926 and came into force
on 1 June 1927. It extends to the whole of India and provides a legal framework through
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which workers and employers can form registered trade unions to regulate their mutual
relationship. The Act defines the rights, responsibilities, privileges and liabilities of
registered trade unions and establishes procedures for their administration and financial
management. It also provides certain legal immunities to registered trade unions for
activities carried out in furtherance of legitimate trade disputes.

The Trade Unions Act, 1926 laid the foundation for organised collective representation
of workers in India. Although many of its provisions have now been incorporated
into the Industrial Relations Code, 2020, the Act remains a landmark legislation for
understanding the development of labour laws and industrial relations in India.

3.2.2.1 Why was the Trade Unions Act, 1926 introduced?

The enactment of the Trade Unions Act was closely linked to the rapid industrialisation
that took place during the late nineteenth and early twentieth centuries. As factories,
textile mills, plantations and mines expanded, the number of industrial workers increased
significantly. However, workers were employed under diffieult conditions, including
long working hours, low wages, unsafe workplaces and the absence of welfare facilities.

Since there was no law recognising workers’ Otganisations, employees had very
little bargaining power. Those who organised strikes o collective protests could be
prosecuted under criminal law or sued for damages, The growing labour movement
in India created the need for legislation that would legally recognise trade unions and
protect legitimate union activities. The Ac¢t was introduced for the following reasons:

¢ To provide legal recognitionyto trade unions: The Act enabled workers and
employers to form legally recognised organisations through a formal registration
process.

¢ To regulate thesformation and registration of trade unions: It prescribed
rules regarding registrationymimembership, office-bearers and the internal
administration of trade unions.

O To protect legitimate #grade union activities: Registered trade unions and
their members weresgranted limited immunity from certain civil and criminal
proceedings arising out of lawful trade disputes.

¢ To encourage collective representation of workers: The Act created a legal
basis for workers to negotiate collectively with employers regarding wages,
working conditions and welfare measures.

¢ To promote orderly industrial relations: By recognising trade unions within
a legal framework, the Act aimed to reduce industrial conflicts and encourage
peaceful settlement of disputes between employers and employees.

Thus, the Trade Unions Act, 1926 became the first comprehensive legislation
governing trade unions in India and marked the beginning of a structured industrial
relations system. It established the legal foundation upon which later labour laws relating
to collective bargaining, industrial disputes and workers’ rights were developed.
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3.2.2.3 Objectives of the Indian Trade Unions Act, 1926

The Act was enacted with several important objectives that continue to guide
industrial relations in India.

1.

To Provide Legal Recognition to Trade Unions - The primary objective is to
grant legal status to trade unions. After registration, a trade union becomes a
recognised legal body capable of representing workers before employers and
courts.

To Regulate the Registration of Trade Unions - The Act establishes a
systematic procedure for the registration of trade unions and prescribes the
documents, rules, and conditions necessary for registration.

To Protect the Rights of Workers - The Act safeguards workers who participate
in lawful trade union activities. It protects employees from certain civil and
criminal liabilities arising from legitimate trade disputes.

To Promote Collective Bargaining -Trade unions aet as representatives of
employees during negotiations on wages, working conditions, welfare measures,
and other employment issues.

To Promote Industrial Peace and Harmony,- By providing a legal mechanism
for resolving disputes through nggotiation, the Act helps reduce industrial
conflicts and promotes cooperation between labour and management.

To Regulate the Internal Administration of Trade Unions - The Act requires
trade unions to maintaifi proper accounts, submit annual returns, elect office-
bearers, and manage union fund§ transparently.

3.2.3 Trade Unions (Amendment) Act, 2001

The Trade Unions Actg1926 was amended in 2001, with the amendment coming
into force on 9 January 2002. The Ministry of Labour identifies the objectives of the
amendment as promoting the orderly growth of trade unions, reducing the multiplicity
of trade unions, and prometing internal democracy.

Major changes

1.

Membership requirements : The amendment introduced provisions relating
to the minimum membership that a registered trade union of workmen should
maintain. The requirement is linked to 10% or 100 workmen, whichever is less,
subject to a minimum of seven.

Continuity of registration : The amendment strengthened the requirement
that a registered union should continue to satisfy the prescribed membership
requirement.

Internal democracy : The amendment introduced provisions concerning the
election and tenure of office-bearers and the internal administration of trade
unions.

SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws m

i~

Mooy
SREENARAYANAGURU
GPEN UNIVERSITY



4. Financial and administrative accountability : The amendment strengthened
requirements relating to the functioning and administration of registered trade
unions.

5. Objective of reducing multiplicity : The amendment was intended, among
other things, to encourage more orderly trade union development and reduce
excessive fragmentation of union representation.

Example : Suppose a large factory has several small unions, each representing a limited
group of workers. If employees are divided among too many unions, management may
receive multiple and sometimes conflicting demands.

A framework that encourages more stable and representative unions can potentially
make collective representation more organised.

@ Recap

¢ A trade union is an organised associationgformed to protect and promote
the common interests of workers.

¢ Trade unions provide employees¢with a eollectiveqvoice when dealing
with management.

¢ Trade unions may deal with{issues such/as wages, working hours,
workplace safety, welfarejjob security andégrievances.

¢ The major objectives of tradedinions include protecting workers’ interests,
securing fair wages, improving working conditions, promoting job
security and employee welfare.

¢ Trade unions also_seek to promote collective bargaining, healthy industrial
relations, socidl justice\and employee participation.

¢ TheTrade Unions A€t, 1926 provided a legal framework for the registration
and regulationt‘of trade unions in India.

¢ The Trade Unions (Amendment) Act, 2001 aimed to promote the orderly
growth of trade unions, internal democracy and reduction of multiplicity
of trade unions.

¢ The Industrial Relations Code, 2020 represents a later stage in the
development of India’s industrial-relations framework and came into
force on 21 November 2025.

¢ Collective bargaining is a negotiation process between employers and
employees or their representatives.

¢ It covers wages, working conditions, welfare, job security and other
employment matters.
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¢ Effective collective bargaining can promote employee participation,
industrial peace and mutually acceptable employment arrangements.

Objective Questions

1.  What is the organised association of workers formed to protect their
common interests called?

2. Which Act provided the legal framework for registration of trade unions
in India?

3. In which year was the Indian Trade Unions Act enacted?

4. Which amendment introduced important changegirelating to trade union
membership and internal democracy?

5. What is the process through which €mployee representatives and
management negotiate employment-related‘matters called?

Answers

1. Trade Union
2. Trade Unions.Act
3. 1926
4. 2001

5. Collective Bargaifitng

Self - Assessment Questions

1. What is a trade union? Explain its importance in industrial relations.
2. Explain any five important features of trade unions.

3. Why do workers join trade unions? Explain the major reasons.

4

Discuss the major objectives of trade unions.
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Why was the Trade Unions Act, 1926, introduced in India? Explain.

Explain the major changes introduced through the Trade Unions
(Amendment) Act, 2001.

What is collective bargaining and state its importance?

Assignments

A group of employees in a manufacturing company is dissatisfied with
wages and workplace safety. Instead of approaching management
individually, they decide to act collectively through a trade union.
Analyse how the trade union can help the employees address these issues
and maintain a healthy relationship with managément.

"Trade unions are more than organisations that raise employee demands."
Discuss this statement by analysing thé“major roles and objectives of
trade unions in maintaining healthy industrialselations,

Compare the Trade Unions Act, 1926 and the Trade'Unions (Amendment)
Act, 2001.

A manufacturing company is mtroducing automation that may change
job roles and skill reqirements. As. @amHR manager, explain how collec-
tive bargaining could be usedo manage the transition while considering
the interests of both employees and management.
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Unit —@

Furnishing Returns and Maintaining
Registers

Learning Outcomes

After completing this unit, the learners will be able to:

¢ explain the meaning and importance of labour-law compliance, statutory
returns and statutory registers

¢ describe the background, objectives and development of the Labour Laws
(Simplification of Procedure for Furnishing Returns and Maintaining
Registers by Certain Establishments) Act, 1988

¢ identify the establishments to which the'simplified procedure applies,
including the categories of small and very small establishments

¢ explain the requirements relatifig to furnishing the annual return and
maintaining the prescribed registers under the simplified procedure

Every organiSation that employs people has to deal with various legal
requirements relating 40 wages, working conditions, employment records and
other aspects of‘employment. These requirements often involve maintaining
prescribed records and registers and furnishing information to the appropriate
authorities. When s¢veral labour laws apply to the same establishment, the
number of records and returns can also increase.

How can an establishment maintain the information required by law without
unnecessary duplication? What records must be maintained, what information
must be furnished, and how can these requirements be simplified for smaller
establishments? The Labour Laws (Simplification of Procedure for Furnishing
Returns and Maintaining Registers by Certain Establishments) Act, 1988 provides
a statutory framework for addressing these questions. This unit examines the
simplified procedure, its applicability and the responsibilities associated with
maintaining and furnishing labour-law records.
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Labour-law compliance, statutory returns, statutory registers, Scheduled Acts,
establishment, employer, small establishment, very small establishment, annual
return, Form [, Form II, Form III, simplified procedure, labour records, inspection,
electronic records, continuing obligations, wage slips, accident returns, penalty

Discussion

4.1.1 Labour-Laws and Compliance

Labour laws regulate various aspects of employment, including wages, working
conditions, safety, welfare, social security and other conditions of employment.
Compliance with these laws requires employers to follownthe applicable legal
requirements and, where prescribed, maintain records, registers ‘and other documents
and furnish returns to the concerned authorities.

Labour-law compliance refers to the process offulfillingsthe legal requirements
applicable to an establishment in relationo its employees and employment practices.
It includes identifying the applicable requirements, maintaining prescribed records,
furnishing required returns and producing relevant documents when required by a
competent authority.

For an organisation, labour-law compliance is an ongoing responsibility. Records
and returns must be accurate'and up to date, and compliance practices may need to
change when applicablelegal requirements change.

4.1.1.1 StatutoryRefurns and Registers

Statutory returns and statufory registers are important components of labour-law
compliance.

A statutory return is a report containing information that an establishment is required
by law to submit to a specified authority. The information, frequency and manner of
submission depend on the applicable legislation.

A statutory register is a record maintained by an employer in the form and manner
prescribed by law. It may contain information relating to employees, wages, attendance,
working conditions or other matters specified under the applicable legislation.

A register generally provides a continuing record maintained by the establishment,
while a return provides specified information to the concerned authority. Both may be
used to verify compliance during inspection or other legal proceedings.
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4.1.1.2 Importance of Labour Records

Proper labour records provide documentary evidence of employment-related matters
and help organisations demonstrate compliance with applicable legal requirements.
They can also assist in dealing with inspections, employee claims, disputes and requests
for information from competent authorities.

Accurate records enable the verification of matters such as wages, attendance, leave
and other employment conditions. They also assist regulatory authorities in examining
compliance with applicable requirements.

Where several labour laws apply to an establishment, maintaining separate registers
and furnishing multiple returns may create an administrative burden, particularly for
establishments with a small workforce.

4.1.1.3 Simplification of Compliance Procedures

The Labour Laws (Simplification of Procedure for*“Eurnishing Returns and
Maintaining Registers by Certain Establishments) Act, 1988 was enacted to simplify
specified procedures relating to labour-law returns afid registers.

The Act provides a simplified mechanism for,qualifying establishments in place of
certain returns and registers required under’ the Scheduled Aets. Following the 2014
amendment, Section 4 provides for an annual return in'Form I and prescribed registers
in Forms II and III, depending on the category of establishment.

The simplified procedure coneérns the mannes.efmaintaining records and furnishing
returns. It does not amount to @' general exemption from labour-law obligations. Certain
requirements continue to apply evenf{when an establishment follows the simplified
procedure.

4.1.1.4 Labourilaw Cempliance in Organisations

Labour-law compliance requires coordination between management, human resource
personnel, payroll and otherpersons responsible for maintaining employment records.

An establishment should ensure that:

applicable labour-law requirements are identified;
prescribed records are maintained accurately;

required returns are furnished within the applicable time;

records are maintained in the prescribed or permitted form; and

S e O

relevant documents are available when required for inspection or verification.

Effective record management helps an organisation demonstrate compliance and
respond appropriately to statutory requirements.
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Contemporary Context

India’s labour-law framework has undergone a major statutory change. The
Code on Wages, 2019; Industrial Relations Code, 2020; Code on Social
Security, 2020; and Occupational Safety, Health and Working Conditions
Code, 2020 came into force on 21 November 2025. The Government states
that the four Codes rationalised 29 existing central labour laws.

4.1.2 Background of the Labour Laws (Simplification of
Procedure for Furnishing Returns and Maintaining
Registers by Certain Establishments) Act, 1988

The administration of labour laws requires employers to maintain various records
and furnish returns to the appropriate authorities. Over time, establishments covered
by different labour laws could face the need to maintain several registers and submit
multiple returns containing overlapping information. This created an administrative
burden, particularly for establishments with a relatively small workforce.

To simplify these procedures, the LabounfLaws,(Simplification of Procedure for
Furnishing Returns and Maintaining Regiéters by Certain Establishments) Act, 1988
was enacted. The Act was enacted on 24 September 1988 and came into force on 1 May
1989. Its purpose was to simplify the procedure for furnishing returns and maintaining
registers by certain establishments:

The Act provides a mechanism through which qualifying establishments can comply
with specified record-keeping and return-furnishing requirements through prescribed
consolidated forms instéad of ‘maintaining separate records and submitting separate
returns under each of the specified labour laws.

4.1.2.1 Objectives
The main objectives of the'Act are:
¢ to simplify the procedure for furnishing labour-law returns;

¢ to reduce the number of separate registers that qualifying establishments are
required to maintain;

¢ toreduce duplication of information in labour-law records;

¢ to make compliance procedures more convenient for smaller establishments;
and

¢ to facilitate the maintenance and verification of employment-related records.

The Act therefore focuses mainly on simplifying the procedure of compliance, rather
than removing the substantive rights and obligations created by labour legislation.
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4.1.2.2 Development of the Act

The original legislation was subsequently amended to further simplify the
compliance requirements. An important change was introduced through the Labour
Laws (Exemption from Furnishing Returns and Maintaining Registers by Certain
Establishments) Amendment Act, 2014, which came into force on 1 January 2015.

The amendment replaced the earlier Section 4 and introduced a classification of
establishments based on the number of persons employed. It provides different simplified
requirements for small establishments and very small establishments. The amended
framework also introduced specified consolidated forms for returns and registers.

The present framework should therefore be understood primarily with reference to
the amended provisions.

4.1.2.3 Basic Approach of the Act

The Act provides a simplified method of recording and‘teporting information for
establishments that satisfy the prescribed conditions. Instead 0f maintaining certain
separate registers and furnishing certain separate returns under the\Scheduled Acts, a
qualifying establishment follows the consolidated proeedure prescribed under the Act.

The simplified procedure concerns the shanner imywhichispecified information is
recorded and furnished. It does not remove the substantive obligations arising under
the applicable labour laws. The employer temains responsible for complying with those
requirements.

4.1.3 Scope and Applicability of,the Act

The Labour Laws(Simplification of Procedure for Furnishing Returns and
Maintaining Registefs by Certain Establishments) Act, 1988 applies to establishments
covered by the Scheduled A€ts‘and falling within the categories specified under the Act.
The simplified procedure is mainly intended for establishments employing a relatively
small number of persons.

The scope of the Act can be understood by examining the meaning of establishment,
employer, Scheduled Acts, small establishment and very small establishment.

4.1.3.1 Establishment

For the purposes of the Act, “establishment” has the meaning assigned to it in the
relevant Scheduled Act. The Act also specifically includes certain establishments
covered by laws such as the Payment of Wages Act, 1936, the Factories Act, 1948,
the Minimum Wages Act, 1948, the Plantations Labour Act, 1951 and the Working
Journalists and other Newspaper Employees (Conditions of Service and Miscellaneous
Provisions) Act, 1955.

Therefore, whether an establishment comes within the Act depends on the relevant
Scheduled Act applicable to it.
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4.1.3.2 Employer

Under the Act, “employer” has the meaning assigned to the term in a Scheduled Act
where that Act defines it. In relation to a Scheduled Act that does not define the term, it
means the person required to furnish returns or maintain registers under that Act.

The employer or the person responsible for the relevant compliance function is
responsible for furnishing the prescribed annual return and maintaining the required
registers in accordance with the Act.

4.1.3.3 Scheduled Acts

“Scheduled Acts” means the Acts specified in the First Schedule to the 1988 Act,
together with the rules made under those Acts.

The simplified procedure is therefore not a general requirement applicable to every
labour law. It applies to the returns and registers covered by the specified Scheduled
Acts, subject to the conditions of the 1988 Act.

4.1.3.4 Small Establishment

A small establishment means an establishment,in whiech not Jess than 10 and not
more than 40 persons are employed or werelemployed on any day during the preceding
twelve months. The upper limit of 40 was introduced by the 2014 amendment, replacing
the earlier limit of 19 persons.

For a small establishment tofwhich a Scheduled Act applies, the employer may
follow the simplified procedure under Seétion 4, subject to its conditions. The employer
furnishes the annual return in Form I and maintains the registers in Forms II and III in
place of the specified returns and registers €overed by the simplified provision.

4.1.3.5 Very Small Establishment

A very small establishment smeans an establishment in which not more than nine
persons are employed or wereemployed on any day during the preceding twelve months.

A qualifying very small establishment furnishes the annual return in Form I and
maintains the register in Form III in accordance with Section 4.

4.1.3.6 Determining Applicability

The simplified procedure under the Act applies when an establishment satisfies the
conditions specified in the legislation. The establishment must first be one to which a
Scheduled Act applies. Its workforce is then considered to determine whether it falls
within the category of a small establishment or a very small establishment.

The number of persons employed is determined with reference to any day during
the preceding twelve months. Therefore, the workforce on the date of inspection or
compliance review alone is not sufficient to determine the applicable category.
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Satisfying the prescribed employee threshold by itself does not automatically make
an establishment eligible for the simplified procedure. The applicable Scheduled Act
and the other relevant conditions of the 1988 Act must also be considered.

4.1.3.7 Scope of the Simplified Procedure

For a qualifying small or very small establishment to which a Scheduled Act applies,
Section 4 provides that certain returns and registers required under that Scheduled
Act need not be separately furnished or maintained when the employer follows the
alternative requirements prescribed under the 1988 Act. The employer must instead
furnish the prescribed annual return and maintain the applicable consolidated registers.

Certain obligations continue even when the simplified procedure is followed. These
include specified wage slips and, in the circumstances stated in Section 4, accident-
related returns.

The scope of the Act is therefore procedural rather than a,complete exemption from
labour-law obligations. It simplifies specified record-keeping and return-furnishing
requirements while retaining other applicable obligations.

4.1.4 Furnishing Returns and Maintaining Registers

A statutory return is a statement containing prescribed information that an
establishment is required to furnish to the eoncerned authority under labour legislation.
A statutory register is a record maintained\by an employer in the form and manner
prescribed by law.

The 1988 Act simplifies these requirementsfor qualifying establishments by providing
prescribed consolidated forms in place of c¢ertain separate returns and registers under
the Scheduled Acts.

4.1.4.1 Annual Retur— Form I

Under Section 4, a qualifying small establishment or very small establishment
is required to furnish th€“annual return in Form I in accordance with the prescribed
requirements.

The annual return consolidates specified information that would otherwise be
furnished through separate returns under the relevant Scheduled Acts. The information
furnished should be accurate and based on the records maintained by the establishment.

The return is furnished in the prescribed manner and within the applicable period to
the authority specified under the relevant requirements.

4.1.4.2 Registers — Forms II and III

The Act prescribes different registers according to the category of establishment.
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A qualifying small establishment is required to maintain:
¢ Form II — Register of Persons Employed-cum-Employment Card
¢ Form III — Muster Roll-cum-Wage Register

A qualifying very small establishment is required to maintain:
¢ Form III — Muster Roll-cum-Wage Register

These consolidated registers bring together prescribed employment-related
information that would otherwise be maintained in separate registers under the
Scheduled Acts.

4.1.4.3 Information Recorded in the Prescribed Forms

The prescribed forms contain information relating to the establishment and its
employees. Depending on the form, this may include particulars of employees,
employment, attendance, wages and other information requited under the applicable
provisions.

The records should be updated regularly and shouldaccurately reflect the employment
information of the establishment.

4.1.4.4 Maintenance and Furnishing of Records

The prescribed returns and registers should be maintained in the manner required
under the Act and the applicabledfules. Records maybe maintained electronically where
permitted, provided that the informationdemains accessible and can be produced when
required.

The information cefitained inthe,annual return should be consistent with the relevant
employment and wage records. Proper maintenance of supporting records helps in
verifying the accuraey of the information furnished.

4.1.4.5 Production fesdfiSpection

The prescribed returns and registers may be examined by an Inspector or other
competent authority in accordance with the applicable provisions. Where records are
maintained electronically, the required information should be capable of being produced
in the prescribed manner.

The establishment should therefore ensure that the records are complete, updated
and readily accessible for inspection or verification.
4.1.5 Simplified Compliance and Continuing Obligations

The 1988 Act provides a simplified procedure for qualifying small and very small
establishments to reduce the need for maintaining multiple registers and furnishing
separate returns under the Scheduled Acts.
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Under Section 4, where a Scheduled Act applies to a qualifying small or very small
establishment, the employer is not required to furnish the returns or maintain the
registers prescribed under that Scheduled Act if the alternative requirements under the
1988 Act are followed. The employer must instead furnish the annual return in Form
I and maintain the prescribed registers in Forms II and III for small establishments or
Form III for very small establishments.

4.1.5.1 Nature of the Simplification

The simplification relates primarily to the procedure for maintaining records and
furnishing returns. It replaces specified individual returns and registers with consolidated
forms.

It does not remove the substantive requirements of the Scheduled Acts. The rights,
duties and standards established under the applicable labour legislation continue to
apply unless specifically altered by law.

4.1.5.2 Wage Slips and Other Specified Records

Certain record-keeping requirements continue even,when the simplified procedure
is followed.

The employer must continue to issue wage slips inthe form prescribed under the
applicable Minimum Wages Rules. Where applicable, slips relating to the measurement
of work done by piece-rated workers mustialso continug to be issued under the relevant
rules.

These requirements ensure that empleyees.continue to receive prescribed information
relating to their wages and, where relevant, the basis on which piece-rated work is
measured.

4.1.5.3 Accident-Related Returns

The simplified procedure doés not remove the requirement to file specified accident-
related returns.

Section 4 requires the filing of returns relating to accidents under the provisions
specified in the Factories Act, 1948 and the Plantations Labour Act, 1951, where those
provisions apply.

Thus, accident reporting remains a separate statutory obligation even where other
returns and registers are covered by the simplified procedure.

4.1.5.4 Other Provisions of Scheduled Acts

Except for the specific exemptions and alternative requirements provided by Section
4, other provisions of the applicable Scheduled Act continue to operate.
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This includes provisions relating to the inspection of registers and furnishing copies
of records to the competent authorities. The simplified procedure therefore does not
prevent authorities from examining the records maintained under the Act.

4.1.5.5 Protection from Penalty for Specified Non-Furnishing

Section 4 also provides protection from penalty for failure to furnish a return or
maintain a register under a Scheduled Act where the employer has complied with the
alternative return and register requirements prescribed under the 1988 Act.

This protection applies to the specific returns and registers replaced by the simplified
procedure. It does not provide a general exemption from penalties for other violations
of the applicable labour legislation.

4.1.5.6 Physical and Electronic Records

The annual return, prescribed registers, wage slips, wagesbooks and other specified
records may be maintained in physical or electronic form, subject to the requirements
of Section 4.

Where records are maintained electronically, a printout of the releévant records or part
of them must be made available to the Inspector 6mdemand. The'Act also permits the
annual return to be furnished electronically‘where theInspector or prescribed authority
has the facility to receive it.

The simplified procedure therefore provides flexibility in record maintenance while
retaining the requirement that re€ords remain aceessible for inspection and verification.

4.1.6 Inspection, Non-Compliance and Penalty

Inspection is an important part of labour-law administration. It enables the competent
authority to verify/whether@n establishment is maintaining the prescribed records and
furnishing the required returns in accordance with the applicable provisions.

4.1.6.1 Role of the Inspector

An Inspector appointed under the applicable Scheduled Act may examine the records
maintained by an establishment for the purpose of verifying compliance.

The Inspector may require the employer to produce the prescribed returns, registers
and other relevant records. Where records are maintained electronically, the required
information should be capable of being produced in the form required for inspection.

The simplified procedure does not prevent inspection of the records maintained
under the 1988 Act. Its purpose is to reduce duplication in record keeping and reporting,
while retaining regulatory oversight.

m SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws 167
—C—~

ey et

SREENARAYANAGURU
OPEN UNIVERSITY



4.1.6.2 Verification of Returns and Registers

During verification, the information contained in the annual return and prescribed
registers may be compared with the underlying employment and wage records.

Particular attention may be given to:

¢ the number of persons employed;
employee particulars;
attendance and employment records;
wages and related entries;

consistency between the annual return and prescribed registers; and

S O O

availability of records required to be produced for inspection.

Accurate and regularly updated records make such verification easier and help
establish the reliability of the information furnished.

4.1.6.3 Common Compliance Deficiencies

Common deficiencies in maintaining returns'and registers maysinclude:
¢ incomplete employee particulars;

inaccurate or outdated entries;

differences between wage records and statutory registers;

failure to update records,regularly;

failure to furnish the required annual return;

failure to produce records when required; and

S OO

incorrect use of thesimplified procedure by an establishment that does not
satisfy the prescribed conditions.

Such deficiencies may require corrective action and, where applicable, may attract
legal consequences under the relevant legislation.

4.1.6.4 Non-Compliance

Non-compliance occurs when an employer fails to fulfil a requirement applicable to
the establishment. Under the 1988 Act, this may include failure to follow the prescribed
simplified procedure or failure to comply with requirements that continue to apply
despite the simplification.

It is important to distinguish between failure to maintain a register or furnish a return
that has been validly replaced under Section 4 and failure to comply with a requirement
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that continues to apply. The protection provided by the Act applies only to the specific
returns and registers covered by the simplified procedure.

4.1.6.5 Penalty

The Act provides penalties for specified contraventions. Section 5 deals with penalties
where an employer fails to furnish the return or maintain the register in accordance with
the requirements of the Act.

At the same time, Section 4 provides protection from penalty for failure to furnish a
return or maintain a register under a Scheduled Act where the employer has complied
with the alternative requirements prescribed under the 1988 Act.

The protection is therefore conditional. It depends on proper compliance with the
simplified procedure and does not extend to other violations of the applicable labour
legislation.

4.1.6.6 Corrective Compliance

Where deficiencies are identified, the establishment should, take appropriate
corrective action. This may include updating incomplete,records, correcting inaccurate
entries, furnishing an outstanding return or produeing records requited by the competent
authority.

Where appropriate, corrective action should also address the cause of the deficiency
to reduce the possibility of recurrence. A record of the €orrective action taken may help
demonstrate subsequent compliance.

4.1.7 Practical Application

The simplified procedure undes, the 1988 Act can be understood more clearly by
applying its requifements to,typical establishment-level situations. The following
illustrations demonstratethow the category of an establishment and the corresponding
record-keeping requirements can be identified.

4.1.7.1 Identifying the Category of an Establishment

Consider an establishment to which a Scheduled Act applies and which employed 25
persons on a day during the preceding twelve months.

Since the number of persons employed falls between 10 and 40, the establishment
falls within the category of a small establishment, provided the other conditions of the
Act are satisfied.

The employer can therefore follow the simplified procedure applicable to a small
establishment, including furnishing Form I and maintaining Forms II and III.

If the establishment employed 7 persons on any day during the preceding twelve
months and satisfies the other applicable conditions, it falls within the category of a very
small establishment. The applicable simplified procedure requires Form I and Form III.
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4.1.7.2 Identifying the Required Forms

The following basic distinction can be used when determining the prescribed forms:

Category Annual Return Registers
Small establishment Form I Form II and Form III
Very small establishment | Form I Form II1

The forms should be used only where the establishment satisfies the conditions for
the simplified procedure under the Act.

4.1.7.3 Illustrative Compliance Situation

A small establishment maintains its employee and wage information in Forms II and
IIT and furnishes the annual return in Form I. During an inspection, the Inspector asks
for the records supporting the information contained in the annual return.

The employer should be able to produce the prescribed registers and relevant
supporting records. The information in the return should correspond with the entries in
the registers and other employment records.

If an entry is incomplete or inconsistent, the establishmentshould identify the reason
for the discrepancy and take appropriate corrective action.

4.1.7.4 Basic Compliance Checklist

An establishment following thé simplified procedure can use the following checklist:
confirm that the establishment is coyered by a Scheduled Act;

determine whether it falls within'the small or very small establishment category;
identify the appli¢able forms;

maintain the prescribed registers accurately and regularly;

furnish the annual return in Form I as required;

S O

continue to comply with obligations that are not replaced by the simplified
procedure;

<

keep records accessible for inspection; and

¢ review the records periodically for accuracy and consistency.

4.1.7.5 Practical Significance

The practical value of the simplified procedure lies in reducing duplication while
retaining the information necessary for labour-law administration. An establishment
does not need to maintain multiple records merely because several Scheduled Acts
apply where those records are validly replaced by the consolidated forms under the Act.
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At the same time, simplification requires careful identification of the establishment’s
category and the requirements that continue to apply. Incorrect classification or failure
to maintain the prescribed forms can result in non-compliance.

Contemporary Context

India’s labour-law framework has undergone significant statutory changes
in recent years. The Code on Wages, 2019; Industrial Relations Code, 2020;
Code on Social Security, 2020; and Occupational Safety, Health and Working
Conditions Code, 2020 came into force on 21 November 2025. These Codes
rationalised a number of earlier central labour laws and introduced a more
consolidated framework for labour regulation.

The 1988 Act belongs to the earlier framework of labour-law administration
and specifically addresses the simplification of returns and registers for certain
establishments. Its provisions should therefore be understood in their statutory
context rather than treated as a complete description of the present labour-law
compliance system.

The experience of the 1988 Act remains relevant in understanding the
development of simplified, consolidated and lessyduplicative compliance
procedures. The broader movement towards digital records, electronic filing
and consolidated compliance requirements reflects a continuing effort to make
regulatory administration more systematic.

For present-day compliancej'theé applicable provisions of the current labour-
law framework, together with relevafit rules, notifications and administrative
requirements, must be consideredd The 1988 Act should not be applied to a
current compliance situation without first determining whether its provisions
remain applicablefto that situation.

® Recap

¢ Labour-law compliance involves fulfilling the legal requirements
applicable to an establishment, including maintaining prescribed records
and registers and furnishing required returns.

¢ Statutory returns provide information to the concerned authorities, while
statutory registers record employment-related information required under
applicable labour laws.

¢ The Labour Laws (Simplification of Procedure for Furnishing Returns
and Maintaining Registers by Certain Establishments) Act, 1988 provides
a simplified procedure for certain qualifying establishments covered by
the Scheduled Acts.
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The simplified procedure applies to specified categories of small and very
small establishments, subject to the conditions prescribed under the Act.

The prescribed forms under the simplified procedure include Form I, Form
IT and Form III, depending on the category of establishment.

The simplified procedure reduces duplication in maintaining registers and
furnishing returns but does not remove the substantive obligations imposed
by applicable labour laws.

Certain continuing obligations, including wage slips and specified accident-
related returns, remain applicable where prescribed.

Labour records and returns should be accurate, complete, up to date and
capable of being produced for inspection or verification when required.

Inspection may involve comparing returns, registers, attendance records,
wage records and other employment documents to identify discrepancies
or deficiencies.

Non-compliance may arise from incompletéyrecords, inaccurate entries,
failure to furnish returns or failure tespreduce reéquireddrecords, requiring
appropriate corrective action.

The practical application of| the compliance requirements involves
determining the category_ of an ‘establishment, identifying the applicable
forms and maintaining eonsistent employment records.

What is [abour-law compliance?

Which Act provides a simplified procedure for furnishing returns and
maintaining registers?

In which year was the Act enacted?
What is the annual return prescribed under the simplified procedure?

Which form is the Register of Persons Employed-cum-Employment
Card?

Which form is the Muster Roll-cum-Wage Register?
What is the maximum number of persons in a very small establishment?

What is the minimum number of persons for an establishment to be
classified as small?

SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws




9. Who is authorised to examine labour records during an inspection?

10. What action should be taken when a compliance deficiency is identified?

Answers

1. Legal requirements
1988 Act
1988
Form I

Form II

2

3

4

5

6. Form III
7. 9 persons

8. 10 persons
9. Inspector

10. Corrective action

S) Self - Assessment Questions

1. Explain‘thesmeaning and importance of labour-law compliance.
2. Describe the purpese of statutory returns and statutory registers.

3. Explain the main objectives of the Labour Laws (Simplification of
Procedure for Furnishing Returns and Maintaining Registers by Certain
Establishments) Act, 1988.

4. Explain the scope and applicability of the simplified procedure under the
1988 Act.

5. Distinguish between a small establishment and a very small establishment.

6. Explain the purpose of Form I, Form II and Form III under the simplified
procedure.

7. Describe the requirements relating to the maintenance and furnishing of
returns and registers.
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Explain why the simplified procedure does not remove the substantive
obligations under applicable labour laws.

Describe the role of inspection and verification in ensuring labour-law
compliance.

Explain the corrective actions that may be taken when deficiencies are
identified during compliance verification.

Assignments

Explain the meaning, importance and major components of labour-law
compliance in an establishment.

Discuss the objectives, scope and applicability: of the Labour Laws
(Simplification of Procedure for Furnishing Returns,and Maintaining
Registers by Certain Establishments) Act,1988.

Explain the simplified procedure forfurnishing returns and maintaining
registers, with reference to Forma'l, FormIlhand Form TII.

Distinguish between the compliance requirements covered by the
simplified procedure and the obligations thateontinue to apply separately.

A small establishinent hasgincomplete employment records and
discrepancies between itsd attendance, wage records and statutory
return. Analyse the compliance issues involved and suggest appropriate
corrective actions.
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Unit —@

Industrial and Labour Laws Audit

Learning Outcomes

After completing this unit, the learners will be able to:

¢ explain the meaning, purpose and scope of industrial and labour-law
audit

¢ describe the process of conducting a labour-law compliance audit,
including the examination of returns, registers and employment records

¢ identify industry-specific labour-law requirements and assess their
relevance to compliance auditing

¢ analyse audit evidence, identify compliance deficiencies and suggest
appropriate corrective actions

¢ apply labour-law audit principlgs to case studies and practical compliance
situations

Prerequisite

Labour-law ¢omplianeerdees not end with maintaining records and furnishing
returns. An establishment must also be able to verify whether the required
records are complete, whether the information reported is accurate and whether
the applicable legal requirements are being followed in practice. This makes
systematic examination of labour-law compliance an important organisational
activity.

What should be examined during such an audit? How can returns and registers
be verified against actual employment records? What happens when discrepancies
or compliance deficiencies are identified? This unit addresses these questions by
examining the scope, process and practical aspects of industrial and labour-law
audit.
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Industrial and labour-law audit, compliance audit, labour-law compliance, audit
process, statutory returns, statutory registers, employment records, audit evidence,
compliance verification, industry-specific compliance, audit findings, corrective
action, case laws, case studies, audit checklist

Discussion

4.2.1 Introduction to Industrial and Labour Laws Audit

Industrial and labour laws regulate various aspects of employment, including
wages, working conditions, social security, safety, welfarésand industrial relations.
An organisation is required to comply with the legal requirements applicable to its
establishment, workforce and nature of activities.

An Industrial and Labour Laws Audit is_a systematic @xamination of an
organisation’s compliance with the applicable labour laws andsrelated requirements. It
involves reviewing relevant records, returis, registers, employment practices and other
documents to determine whether the required legal provisions are being followed.

The scope of an audit dependS on the nature of the establishment and the laws
applicable to it. An establishmient may therefore be subject to different compliance
requirements depending on| factors ¢Such' as its industry, number of employees,
employment arrangements and the nature of its activities.

4.2.1.1 Purpose/of Labeus-Law Audit

The main purpose of a labour-law audit is to identify whether an organisation is
complying with the legal requirements applicable to it. The audit may help to:

¢ identify the labour laws and requirements applicable to the establishment;
¢ verify the accuracy and completeness of statutory records;

¢ examine whether required returns and other filings have been made;
¢ identify instances of non-compliance or areas requiring attention;

¢ document compliance gaps; and

¢ facilitate appropriate corrective action.

A labour-law audit therefore provides a systematic means of reviewing the
organisation’s existing compliance practices.
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Now let's discuss about the term

Compliance
Compliance refers to fulfilling the requirements imposed by applicable law.

For example, maintaining a prescribed register is a compliance requirement.
Examining whether the register has been properly maintained, whether its entries are
accurate and whether they agree with supporting records forms part of the audit process.

Compliance and audit are therefore closely connected. The records and practices
maintained for compliance provide the basis for verification, while audit findings can
identify areas where corrective action is required.

4.2.1.2 Need for a Systematic Audit

1. A systematic audit helps to identify incomplete or inconsistent records, missed
filings, deficiencies in employment practices and othencompliance gaps.

2. Itinvolves examining whether the information is accurate, eomplete, consistent
and supported by relevant records.

3. Audits provide the required documentation and proof of due diligence.

4. Audit helps in protection of employee welfare by ensuring a safe, fairwork
environment, reducing grievances\and boosting overall workforce morale.

4.2.2 Areas of LabourLaw Aadit

The scope of an Industrialiand Labour Laws Audit depends on the laws applicable
to the establishment. Thepnature,of the buSiness, number and category of employees,
employment arrangéments, working'éonditions and industry-specific activities may
determine which legal requirements have to be examined.

A labour-law audit may thergfore cover different areas of employment and industrial
relations. The audit shouldsb€gin by identifying the requirements that actually apply to
the establishment.

4.2.2.1 Welfare and Working Conditions

The audit may examine compliance relating to working conditions, health, safety,
welfare facilities, working hours, leave and other conditions of employment.

The specific requirements depend on the nature of the establishment and the
applicable legislation. The audit may include verification of required facilities, records,
notices, licences and other statutory requirements.
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4.2.2.2 Wages and Employment-Related Payments

Wage-related compliance is an important area of labour-law audit. The examination
may include:

¢ payment of wages within the prescribed requirements;
minimum wage requirements, where applicable;

overtime payments;

O

0

¢ deductions from wages;

¢ bonus and other statutory payments; and
O

wage records and supporting documents.

The auditor may compare statutory records with payroll and payment records to
identify discrepancies.

4.2.2.3 Social Security and Employee Benefits

The audit may cover statutory social-security cofitcibutions and benefits applicable
to the establishment and its employees.

Depending on the applicable law, this may include'mattersrelating to provident fund,
employee insurance, gratuity, maternity /benefits, compensation and other statutory
benefits.

Verification may include employee eligibilitygregistration, contributions, payments,
records and required returns.
4.2.2.4 Industrial Relations and Employment Practices

Labour-law audit may alsesexamine requirements relating to industrial relations and
employment practices..Fhese may include matters concerning employment conditions,
standing orders, disciplinary procedures, termination, retrenchment, lay-off, trade
unions and other industrial-zelations requirements where applicable.

The audit should focus on whether the organisation has followed the procedures and
requirements prescribed by the applicable law.

4.2.2.5 Returns, Registers and Employment Records

Returns, registers and employment records provide important evidence for verifying
labour-law compliance.

The audit may examine:
O prescribed registers and records;

¢ statutory returns and filings;
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attendance and wage records;
employee particulars;
records relating to leave and working hours;

statutory contribution records; and

S e O

consistency between different records.

The requirements relating to the simplified maintenance of returns and registers under
the 1988 Act, discussed in Unit 1, form part of this area. For qualifying establishments,
the Act provides specific alternative requirements while retaining provisions relating to
inspection and production of records.

4.2.2.6 Industry-Specific Requirements

Certain labour-law requirements arise because of the nature of the industry or activity
carried on by an establishment. An audit should therefore identify any industry-specific
legislation, rules, licences or compliance requirements applicableto the organisation.

For example, establishments engaged in manufacturing, construction, plantations,
mining, transport or other regulated activities mayshave additional réquirements relating
to working conditions, safety, welfare or employment arrangements.

The audit should not assume that the requirements applicable to one industry apply in
the same manner to another. Industry-specific applicability must be determined before
preparing the audit scope.

4.2.3 Labour-Law Compliance /Audit Process

A labour-law compliance audit follows a systematic process to determine whether an
establishment is fulfilling theslegal requirements applicable to it. The exact procedure
may vary according te.the size, nature and activities of the establishment, but the main
stages remain broadly similar.

4.2.3.1 Preliminary Review

The audit begins with a basic understanding of the establishment. Relevant
information may include:

0 nature of business and activities;

location and number of establishments or units;

number and categories of employees;

employment arrangements, including contract or other forms of employment;

working conditions and shifts; and

S e O

existing registrations, licences and statutory records.
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This preliminary review helps determine the areas of law that require examination.

4.2.3.2 Identification of Applicable Laws

The next step is to identify the labour laws and related requirements applicable to
the establishment. This involves considering factors such as the nature of the industry,
number of employees, employment arrangements, location and specific activities of the
establishment. The applicable central and State requirements, rules, notifications and
industry-specific provisions should also be considered where relevant.

The audit should therefore be based on an applicability assessment rather than on a
standard list of laws applied to every establishment.

4.2.3.3 Collection of Records and Documents

The records and documents necessary for verification are then collected. Depending
on the scope of the audit, these may include:

¢ employee records;
attendance and working-hour records;
wage and payroll records;

statutory registers;

0

0

O

¢ returns and filing records;
¢ records of statutory contributions.and payments;

¢ licences, registrations and notices; and

¢ records relating to safety, welfareland other statutory requirements.

The records may besmaintained in physical or electronic form, subject to the
requirements applicable to the establishment.

4.2.3.4 Verification of Compliance

The collected information is examined against the requirements of the applicable
laws.

Verification may include checking whether:
¢ required registrations and licences are valid;
statutory records are properly maintained;
returns have been furnished within the prescribed period;
wages and other statutory payments have been correctly calculated and paid;

required contributions have been made;
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0

prescribed working conditions and welfare requirements have been followed;
and

records maintained by different departments are consistent with one another.

Where necessary, records may be compared with supporting documents such as
payroll data, bank or payment records and employee information.

4.2.3.5 Identification of Compliance Gaps

Any deviation from an applicable legal requirement should be recorded as a
compliance gap or audit observation.

A compliance gap may arise from:

O

S OO

failure to comply with a statutory requirement;
incomplete or inaccurate records;

delayed filing or payment;

incorrect information in statutory records;
failure to follow a prescribed proceduceyor

absence of required documentation.

The nature and significance of each finding should be considered before determining
the appropriate corrective action.

4.2.3.6 Audit Findings and Reporting

The audit findings should be documented€learly. A compliance report may indicate:

¢

(SRS I I

the legal requirement examined;

the records or evidence reviewed;

the compliance position;

the deficiency identified, if any;

the possible consequence of the deficiency; and

the corrective action required.

The report should distinguish between matters that are compliant, matters requiring
correction and matters requiring further verification.

4.2.3.7 Corrective Action and Follow-Up

Identifying a deficiency is not the final stage of the audit. The organisation should
take appropriate corrective action to address the identified gap.
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Corrective measures may include updating records, making delayed statutory
payments or filings, correcting inaccurate information, obtaining required registrations
or improving internal compliance procedures.

Follow-up verification may then be carried out to determine whether the identified
deficiencies have been properly addressed and whether measures have been taken to
prevent their recurrence.

4.2.4 Industry-Specific Labour-Law Compliance

Labour-law requirements are not identical for all establishments. In addition to general
employment requirements, an establishment may be subject to additional provisions
because of the nature of its business or the activities carried on at the workplace.

Industry-specific labour-law compliance refers to compliance with legal requirements
that apply to an establishment because of its particular industry, activity or working
conditions. During an audit, these requirements must be identified before determining
the areas to be examined.

4.2.4.1 Factors Determining Industry-Specific Applicability

The applicability of industry-specific requiremients may depend.en factors such as:
¢ nature of the business or industrial activity;
type of workplace and working conditions;
number and category ofavorkers;
use of machinery, equipment or’hazardous substances;

0
O
0
¢ engagement of centract or other categories of workers;
¢ location and nature of the establishment; and

O

specific activiti€s carried out by the establishment.

An establishment may theréfore be subject to additional requirements that would not
apply to an organisation engaged in a different activity.

4.2.4.2 Manufacturing and Factory Establishments

Manufacturing establishments may have specific requirements relating to
occupational safety, health, welfare, working hours and workplace conditions.

An audit may examine matters such as statutory registration or licensing, safety
arrangements, working conditions, welfare facilities, working hours, health and safety
records, and other requirements applicable to the establishment.

The exact requirements depend on the applicable statutory framework and the
characteristics of the establishment.
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4.2.4.3 Construction Establishments

Construction activities may involve particular risks and therefore require specific
compliance measures relating to the safety, health and welfare of workers.

An audit may include verification of applicable registration, safety arrangements,
welfare measures, employment records and other statutory requirements relevant to
construction work.

4.2.4.4 Mines and Other High-Risk Activities

Mining and other activities involving significant occupational hazards may be subject
to additional requirements concerning worker safety, health, supervision and working
conditions.

An audit in such establishments should therefore give appropriate attention to risk-
related statutory requirements, safety records, responsible personnel and compliance
with prescribed procedures.

4.2.4.5 Contract Labour and Other Emplayament Arrangements

An establishment may engage workers threugh contractors of other employment
arrangements. In such cases, the audit should considenthe legal responsibilities of the
establishment and the relevant contractor, wherever the applicable law imposes such
responsibilities.

The audit may examine contractor recordsyswotker particulars, wage payments,
statutory contributions, licencés or registfations, and other prescribed requirements.

4.2.4.6 Industry-SpecificAudit Approach

An industry-spe€ific auditgshould not rely solely on a general labour-law checklist.
The auditor should first.détermine the activities and characteristics of the establishment
and then identify the additional#equirements applicable to those activities.

For example, a manufacturing establishment may require greater attention to
workplace safety and working conditions, while a construction establishment may
require examination of construction-site safety and worker welfare requirements.

The purpose isnot to apply every industry-specific requirement to every establishment,
but to ensure that requirements relevant to the particular activity are not overlooked.

184 SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws m

i~

Mooy
SREENARAYANAGURU
GPEN UNIVERSITY




Current Statutory Framework

The implementation of the four Labour Codes has changed the structure of
India’s central labour-law framework. The Occupational Safety, Health and
Working Conditions Code, 2020, for example, brings together provisions relating
to several areas of occupational safety, health and working conditions and contains
requirements relevant to establishments such as factories, mines, construction
work and plantations.

Accordingly, when an actual audit is conducted, the current law, applicable
rules, notifications and State-level requirements should be verified rather than
relying only on the names or provisions of earlier legislation.

Industry-specific compliance is therefore an important part of labour-law
auditing because the legal requirements applicable to an establishment depend not
only on its employees but also on what the establishment.does and the conditions
under which the work is performed.

4.2.5 Audit Evidence, Findings and Corrective Action

An Industrial and Labour Laws Audit should be'supported bysufficient and reliable
evidence. Audit evidence provides the basis for determining whether an establishment
has complied with the applicable legal requirements.

4.2.5.1 Audit Evidence

Audit evidence refers to the inform@ationmyand documents examined to support an
audit conclusion. In a labour-law audit, evidence may include:

¢ statutory registers and returns;
employee and employment records;
attendance and working#hour records;

payroll and wage'records;

licences, registrations and notices;

O

0

O

¢ records of statutory payments and contributions;

O

¢ 1inspection reports and correspondence with authorities; and
O

relevant electronic records and documents.

The evidence should be relevant to the requirement being examined and sufficiently
reliable to support the audit finding.

4.2.5.2 Verification of Evidence

Evidence should be verified rather than accepted solely on the basis of the existence
of a document.
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For example, wage records may be compared with attendance records and payment
information. Statutory returns may be compared with the registers and records from
which they were prepared. Employee information may also be cross-checked across
different records.

Such verification helps identify errors, omissions and inconsistencies.

4.2.5.3 Audit Findings

An audit finding is the result of comparing the actual compliance position with the
applicable legal requirement.

A finding may indicate:
¢ compliance with the requirement;
¢ partial compliance;
¢ non-compliance; or

¢ a matter requiring further verification.

A finding should clearly identify the requirement examined, the evidence considered
and the actual position found during the audit,

4.2.5.4 Recording Compliance Deficiencies

Where a deficiency is identified, it should be documeénted clearly. The record should,
where relevant, indicate:

0 the applicable legal requirement;
the nature of the deficiency;
the records 0r evidence supporting the finding;

O

0

¢ the period or employees affected;

0 the possible legal or administrative consequence; and
O

the action required to address the deficiency.
Clear documentation helps the organisation understand the issue and facilitates

subsequent verification.

4.2.5.5 Corrective Action

Corrective action refers to measures taken to address an identified compliance
deficiency.

Depending on the nature of the deficiency, corrective action may include:
¢ correcting incomplete or inaccurate records;

¢ making delayed statutory payments or contributions;
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¢ furnishing pending returns;

0 obtaining or renewing required registrations or licences;

¢ correcting employment practices; and

0 revising internal procedures to prevent similar deficiencies.

The action required should correspond to the nature and seriousness of the deficiency.

4.2.5.6 Follow-Up

Corrective action should be followed by appropriate verification to determine
whether the deficiency has actually been addressed.

Follow-up may involve examining corrected records, payment or filing evidence,
revised procedures or other supporting documents. Where a deficiency remains
unresolved, it should continue to be recorded until appropriate action is taken.

Follow-up is particularly important where the deficiency inyolves continuing non-
compliance or a recurring procedural problem.

4.2.5.7 Preventive Measures

An audit may also reveal weaknesses i internal compliance procedures that could
lead to future violations. The organisation may therefore introduce preventive measures
such as:

¢ assigning responsibility £or specific compliance requirements;
¢ maintaining a compliance calendar;

¢ periodically reviewing statutory regords;

0 reconciling@mployment andpayroll information; and

¢ updating procedures when applicable legal requirements change.

These measures can help reduce the recurrence of compliance deficiencies.

4.2.5.8 Audit Reporting

The final audit report should present the significant findings in a clear and organised
manner. It should distinguish between requirements that have been complied with and
areas requiring corrective action.

A useful audit report should enable the organisation to understand what requirement
was examined, what evidence was found, what deficiency exists, if any, and what action
is required.

Audit evidence, findings and corrective action are therefore connected parts of the
compliance process. Reliable evidence supports the finding, the finding identifies the
compliance position, and corrective action addresses deficiencies that require attention.
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4.2.6 Case Laws and Case Studies

Case laws help illustrate how courts have viewed the responsibility of employers
to maintain employment records and produce relevant documents when required. The
following cases and case studies demonstrate the practical importance of accurate and
reliable labour records.

4.2.6.1 Employer’s Responsibility to Maintain Wage Records

In a case concerning a claim under the Employees’ Compensation Act, 1923, the court
considered the employer’s responsibility to maintain records relating to the wages of
the deceased employee. The employer had failed to maintain proper wage records. The
court held that the claimants could not be disadvantaged merely because the employer
had failed to discharge its record-keeping responsibility.

Compliance significance:

The case demonstrates that statutory record-keeping ishan important employer
responsibility. Proper wage records can provide essential evidenee when employment-
related claims are examined.

4.2.6.2 Employer as Custodian of EmploymentRecofds

In Shankar Lal v. Hindustan Copper/Ltd. & Others (2022), the Supreme Court
considered discrepancies in an employee’s date of birth recorded in different employment
documents. The Court observed thatythe employer was the custodian of the service
records and was expected to maintain them responsibly and ensure consistency in the
particulars relating to an employee.

Compliance significance:

The case highlights the impertance of maintaining reliable employment records and
ensuring consisten¢y,in€mployee particulars.

4.2.6.3 Consistency ingdldmployment Records

Employment records may be relied upon in disputes concerning service conditions,
wages, tenure and other employment-related matters. Courts have emphasised that
records maintained by an employer should be reliable and internally consistent. In
Shankar Lal v. Hindustan Copper Ltd., the Supreme Court considered the significance
of inconsistent entries relating to an employee’s date of birth and the employer’s
responsibility for maintaining service records.

Compliance significance:

Employment records should not merely exist; their entries should be accurate
and consistent across related documents. An unexplained discrepancy may affect the
reliability of the records.
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4.2.6.4 Case Study: Difference Between Payroll and Employee Records
Situation:

A manufacturing establishment maintains an employee register showing 48
employees. Its payroll records, however, show payments relating to 55 employees. The
statutory return also contains figures that do not agree with either record.

Audit approach:

The auditor should:
5. compare the employee register with attendance and payroll records;
6. identify the reason for the difference in employee numbers;

7. verify whether contract workers or other categories of workers have been
included correctly;

8. examine the records used to prepare the statutory return; and
9. document the discrepancy and obtain appropsiate clarification.
Practical point:

A difference between records does not automatically establish a legal violation.
The reason for the difference should first be established and the facts should then be
compared with the applicable legal requirements.

4.2.6.5 Case Study: Failure to Preduce Electronic Records
Situation:

During a labourslaw audit, an establishment is unable to immediately produce its
attendance and wage recerds. Management states that the records are maintained
electronically but cannot retrieve them at the time of verification.

Audit approach:

The auditor should determine:
¢ whether the records are required to be maintained;
¢ whether the records actually exist;
¢ whether they can be retrieved and produced;
¢ whether the information is complete and reliable; and
¢ whether the prescribed period and manner of preservation have been followed.

The 1988 Act permits the prescribed annual return, registers, wage slips, wage books
and other records to be maintained electronically. Where electronic records are used, the
prescribed printout should be available for inspection in accordance with the applicable
requirements.
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Practical point:

Electronic storage does not remove the responsibility to preserve and produce records
when required.

4.2.6.6 Case Study: Simplified Procedure and Continuing Obligations
Situation:

A qualifying small establishment follows the simplified procedure under the 1988
Act and maintains the prescribed consolidated registers. During an audit, it is found that
the establishment has not complied with a requirement that continues separately under
Section 4.

Audit approach:

The auditor should determine whether the particular requirement has been replaced
by the simplified procedure or continues to apply separately:

Under Section 4, the simplified procedure does not remove certain continuing
requirements. These include specified wage slips and accident-related returns in the
circumstances stated in the Act.

Practical point:

The simplified procedure should not be treated as a general exemption from labour-
law compliance. The requirements_replaced by the/simplified procedure must be
distinguished from those that contimue to apply.

4.2.6.7 Practical Lesson$ from the Cases
The cases and case studies demonstrate that:
¢ employers have responsibility for maintaining prescribed employment records;
¢ statutory records may bécome important evidence in labour disputes;
¢ records should be accurate, complete and internally consistent;
O

records required by law should be capable of being produced when required;
and

¢ simplified record-keeping procedures do not remove continuing statutory
obligations.

Case laws and case studies therefore show how labour-law compliance requirements
operate in actual employment and audit situations.

4.2.7 Practical Labour-Law Audit

A practical labour-law audit applies the applicable legal requirements to the actual
records and practices of an establishment. It involves identifying the requirements
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relevant to the establishment, examining supporting records, verifying compliance and
recording matters that require corrective action.

4.2.7.1 Preparing an Audit Checklist

An audit checklist provides a structured basis for examining compliance. It should
be prepared after identifying the laws and requirements applicable to the establishment.

The checklist may cover:

¢ registrations and licences;
employee and employment records;
wages and statutory payments;
attendance, working hours and leave;
social-security contributions and benefits;
safety and welfare requirements;
statutory registers and returns;

industry-specific requirements; and

S O

pending corrective actions from ptevious audits.

The checklist should be adapted to.the natutey size and activities of the establishment.

4.2.7.2 Conducting the Audit

The auditor examines, the ‘areas identified in the checklist with reference to the
applicable legal requirements. Relevant documents and records are reviewed and
information from different. sourees is compared where necessary.

For example, employee particulars may be compared with attendance and payroll
records, while statutory returhs may be checked against the records used to prepare
them.

The evidence examined and any significant discrepancy or compliance gap should
be recorded.
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4.2.7.3 Sample Labour-Law Audit Checklist
Table 4.2.1 Sample Labour - Law Audit Checklist

Area of verification Points to be examined
Registration and Whether required registrations and licences are available
licences and valid

Whether employee particulars and employment records

Employee records are properly maintained

Whether wages and applicable statutory payments are

Wages correctly calculated and paid

Attendance and working Whether attendance, working hours and overtime records
hours are properly maintained

Whether applicable contributions and benefits are

Social security properly administered

Whether applicable safety, health and welfare

Safety and welfare requirements arefollowed

Whether required returns have been furnished within the

Retu : .
crms prescribed time
. Whether prescribed régisters are complete, accurate and
Registers
up'to date
Industry-specific Whether additignal requirements applicable to the
requirements establishment are complied with
Previous findings ‘Whether earlier audit deficiencies have been addressed

4.2.7.4 Illustrative Aadif Exercise
Situation:

A manufacturing establishment employs 75 persons. During an audit, the following
observations are made:

1. attendance records are maintained electronically;

2. payroll records show a different number of employees from the employee
register;

3. one statutory return was furnished after the prescribed date;
4. records relating to overtime payments are incomplete; and

5. corrective action relating to a previous audit finding has not been documented.
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Audit approach:

The auditor should first identify the legal requirements applicable to the establishment
and then examine each observation against the relevant records and requirements.

The difference in employee numbers should be reconciled with the employee and
payroll records. The delayed return should be checked against the applicable filing
requirement. Overtime records should be compared with attendance and wage records.
The previous audit finding should be reviewed to determine whether the required
corrective action was completed.

The identified matters should be recorded with the relevant evidence and appropriate
corrective action should be recommended.

Practical conclusion:

The existence of records alone does not establish compliance. Records should be
accurate, complete, consistent and capable of supporting the gstablishment’s compliance
position.

4.2.7.5 Maintaining a Compliance System

A labour-law audit is more effective when'supported by, a_continuing compliance
system. An establishment should maintain@ record of:

¢ applicable legal requirements;

¢ persons responsible for compliance;
O statutory due dates;

¢ evidence of compliance; and

¢ pending cofrective actions.

A compliance calendar can be used to track recurring returns, payments, renewals
and other time-bound requiréments. Records of completed actions should also be
retained for subsequent verification.

The compliance system should be reviewed when there are changes in the applicable
law, workforce, business activities or other circumstances affecting compliance.

4.2.7.6 Practical Significance of Labour-Law Audit

Alabour-law auditprovides asystematic means of examining whether an establishment
is meeting its applicable legal requirements. It helps identify gaps in records, procedures
and employment practices and provides a basis for corrective action.

The effectiveness of an audit depends on the proper identification of applicable
requirements, reliable evidence, accurate records and timely follow-up. It should
therefore form part of an establishment’s continuing compliance practices rather than
be treated only as a response to an inspection or dispute.
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® Recap

¢ Industrial and labour-law audit involves the systematic examination of
an establishment’s compliance with applicable labour laws and related
requirements.

¢ The scope of an audit may include working conditions, wages,
social security, employment practices, statutory returns, registers and
employment records.

¢ Industry-specific requirements should be considered because the labour-
law obligations applicable to an establishment may vary according to its
nature of business, workforce and working conditions.

¢ The audit process generally involves preliminaryteview, identification of
applicable laws, collection of records, verification, identification of gaps,
reporting and corrective action.

¢ Audit evidence provides a basis for determining whether the applicable
compliance requirements have beengfulfilled.

¢ Audit findings should clearly idéntify the requirement examined, evidence
considered and any deficiency réquiring corrective action.

O Corrective action sheuld "addresswidentified deficiencies and, where
appropriate, their underlying catises to reduce the possibility of recurrence.

¢ Case laws, case studies and practical audit exercises help illustrate the
applicationgofylabour-law compliance and audit principles in actual
organisational situations:.

Objective Questions

1.  What is the systematic examination of compliance with labour laws
called?

What is the first major step in a labour-law compliance audit?
What provides the basis for supporting an audit finding?
What is an identified failure to meet a legal requirement called?

What action is taken to address an identified compliance deficiency?

&5 $© » BN

What type of compliance requirements are specific to particular
industries?
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What practical tools can be used to ensure systematic coverage during
an audit?

What judicial decisions are examined to understand the application of
labour-law requirements?

Answers

Labour-law audit

Preliminary review

Audit evidence
Non-compliance

Corrective action
Industry-specific requirements
Audit checklist

Case laws

Self - Assessment Questions

Explain the meaning and puirpose of an industrial and labour-law audit.
Describe theqmajor areas covered by a labour-law compliance audit.

Explain the main stéps involved in conducting a labour-law compliance
audit.

Explain the importance of industry-specific labour-law requirements in
compliance auditing.

What types of evidence may be examined during a labour-law audit?
Explain their importance.

Explain how audit findings and compliance deficiencies should be
recorded and addressed.

Discuss the role of case laws and case studies in understanding labour-law
compliance and audit.

Explain the practical steps involved in conducting a labour-law audit
using an audit checklist.
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Assignments

Explain the meaning, purpose and scope of an industrial and labour-law
audit.

Describe the process of conducting a labour-law compliance audit, from
preliminary review to corrective action.

Explain the significance of industry-specific labour-law requirements in
conducting a compliance audit.

A labour-law audit identifies discrepancies between payroll records,
attendance records and statutory returns. Analyse the possible compliance
issues and explain the appropriate audit and corrective actions.
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Unit —@

Code on Wages and Code on
Industrial Relations

Learning Outcomes

After completing this unit, the learners will be able to:

¢ explain the key provisions and objectives of the Code on Wages,
2019, including minimum wages, payment of wages, bonus and equal
remuneration

¢ describe the major provisions of the Industrial, Relations Code,
2020, including trade-union recognition, standing orders, fixed-term
employment and industrial dispute resolution

¢ analyse the provisions relating t0 trade unionsjecollective bargaining,
strikes, lockouts, retrenchment and reskilling under the Industrial
Relations Code, 2020

¢ discuss the significancegofithe Cabour Codes in simplifying labour-law
compliance while balancing the interests of employers and workers

Imagine a manufacturing company where employees receive wages every
month and work undémdifferent shifts and conditions. Some employees begin
to question whether they are receiving the legally prescribed minimum wage,
whether their wages are being paid on time and whether men and women
performing similar work are being paid equally. At the same time, workers in the
organisation begin discussing the formation of a trade union to collectively raise
their concerns with management. Differences then arise between the workers
and management regarding working conditions, termination of employment
and proposed changes in work practices. The situation shows that employment
involves much more than simply hiring workers and paying them a salary. There
must be clear legal rules governing wages, trade unions, collective bargaining,
workplace disputes and the rights and responsibilities of both employers and
workers. This unit introduces the Code on Wages, 2019 and the Industrial
Relations Code, 2020, and helps learners understand how these Codes regulate
wages and industrial relations within the modern workplace.
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Code on Wages, Minimum Wages, Floor Wage, Wages, Equal Remuneration,
Payment of Wages, Bonus, Industrial Relations Code, Trade Unions, Collective
Bargaining, Standing Orders, Fixed-Term Employment, Industrial Disputes,
Strikes, Lockouts, Retrenchment, Reskilling Fund, Conciliation, Industrial
Tribunal, National Industrial Tribunal

Discussion

5.1.1 Introduction

Labour laws form an important part of the legal envitonment of business. They
regulate various aspects of the relationship between employers and workers and
provide a framework for matters such as wages, employment conditions, social security,
workplace safety and industrial relations. For an orgamisation, compliance with labour
laws is therefore an important part of human resource andigeneraldnanagement.

In India, labour legislation has developed over a long period. Different laws were
enacted at different times to deal with specific aspects of employment. For example,
separate laws were introduced to regulate minimum wages, payment of wages, bonus,
trade unions, industrial disputesd@nd working eenditions. While these laws provided
important legal protection, the/@xistence of numerous separate enactments also resulted
in a complex regulatory structure.

To consolidate andrationalise the Central labour-law framework, four Labour Codes
were enacted:

1. Code on Wages, 2019

2. Industrial Relations®Code, 2020

3. Code on Social Security, 2020

4. Occupational Safety, Health and Working Conditions Code, 2020

The four Codes consolidate provisions contained in 29 Central labour laws. They
bring together legislation relating to wages, industrial relations, social security, and
occupational safety and working conditions. The Government brought the four Codes
into force from 21 November 2025.

The Labour Codes are an important development in Indian labour legislation because
they attempt to create a more integrated legal framework for the contemporary world
of work. They also seek to simplify compliance procedures and address changes in
employment relationships.
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The Labour Codes have also been the subject of sustained opposition and protest by
trade unions and workers’ organisations. Trade unions have argued that the reforms,
while presented as measures to simplify labour legislation and promote ease of doing
business, could weaken certain existing protections relating to job security, retrenchment,
collective bargaining, trade-union activities and industrial action. These concerns have
resulted in repeated nationwide protests and strikes.

The continuing protests demonstrate that labour-law reform remains a contested
issue, involving a fundamental debate between the objectives of economic flexibility
and ease of doing business on the one hand, and workers’ demands for employment
security, collective bargaining rights, social protection and decent working conditions
on the other.

5.1.2 Code on Wages, 2019 (Code 1)

The Code on Wages, 2019 is one of the four major labour codes introduced by the
Government of India to simplify and modernise the country’s labour regulations. Before
the introduction of the Labour Codes, different aspects of employment were governed
by a large number of Central laws. These laws were enacted at different times and
for different purposes. Consequently, they sometimes eontained different definitions,
procedures and administrative requirements.

For instance, four separate Central laws dealt with different aspects of wages: the
Payment of Wages Act, 1936, the Minimum Wages Act, 1948, the Payment of Bonus
Act, 1965 and the Equal Remuneration Act,),1976. Similarly, industrial relations were
dealt with separately through thé Trade UnionsiAet; 1926, the Industrial Employment
(Standing Orders) Act, 1946, and the Industsial Disputes Act, 1947.

These laws often created ‘confusion bgcause they used different definitions for
terms such as wages, employees, and«@stablishments. Compliance was especially
difficult businesses(that did netshave full-time administrative staff. The Code on Wages
introduces a uniform, definition of wages and a consolidated framework applicable to
most employees across sectors, subject to notified conditions and exclusions. These units
often face challenges. The &0de on Wages aims to remove difficulties in maintaining
registers, filing multiple returns and understanding overlapping legal provisions by
creating a simple and common framework applicable throughout India. To address
fragmentation and administrative overlap, the Code consolidates four major central
wage-related legislations . Each of these earlier laws played a key role in protecting
workers, but having them separately led to administrative complexity. The Code brings
them under a single umbrella.

5.1.2.1 Integration of Existing Labour Laws under the Code

The Code consolidates four central laws:

1. Minimum Wages Act of 1948: The Minimum Wages Act, 1948 provided
statutory wage protection to workers in scheduled employments, which has now
been expanded universally under the Code. It empowered the central and state
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governments to fix minimum wage rates for different occupations. Although it
provided protection, the Act applied only to specific scheduled industries. The
Code expands this protection by applying the concept of minimum wages to
all types of employees. This ensures a wider and more inclusive wage security
system.

2. Payment of Wages Act of 1936: The Payment of Wages Act 1936 dealt with
the timely payment of wages and limited the types of deductions that employers
could make. Earlier, this Act applied only to workers earning below a notified
wage ceiling. Under the Code on Wages, this restriction is removed. All
employees, irrespective of their salary bracket, are now entitled to timely wage
payment and transparency in deductions.

3. Payment of Bonus Act of 1965: This Act focused on providing annual bonuses
to employees based on profit sharing or productivity. The bonus system continues
under the Code, but the procedural requirements are simplified. The Code aims
to make bonus payments more transparent and easier for both employers and
employees to understand. It also ensures the continuation of statutory bonus
rights for eligible workers.

4. EqualRemunerationActof1976: The Equal RémunerationAct 1976 prohibited
discrimination in wage payment betweensmen and womenawho perform similar
work. Under the Code, this principle is retained and'strengthened. The Code
places a clear statutory responsibility on employers to ensure that male and
female employees receive equal \wages for the same or similar work. This
protection becomes more comprehensive as it i§ now part of a centralised wage
framework applicable todll establishments?

5.1.2.2 Applicability of the Code on/Wages, 2019 (Code 1)

The Code on Wages, 2019 provides«da common legal framework relating to wages,
minimum wages, payment.ofiwages and equal remuneration. It is intended to apply
broadly to employeessacross different sectors and categories of establishments, thereby
replacing and consolidating pr@visions contained in several earlier wage-related laws.
The Code seeks to establish uniform principles relating to wages and reduce the
complexity arising from multiple legislations.

The applicability of the Code is significant for both employers and employees.
Employers are required to comply with provisions relating to minimum wages, payment
of wages within the prescribed time, permissible deductions and other wage-related
requirements. Employees, irrespective of the nature of their employment, are provided
statutory protection in respect of their wages, subject to the specific provisions and
coverage prescribed under the Code and the rules made under it.

For example, consider a manufacturing establishment employing workers in different
categories. Under the earlier framework, the employer had to deal with different wage-
related Acts and their respective requirements. The Code on Wages seeks to bring
these provisions within a single legislative framework, thereby making wage-related
compliance more systematic and reducing overlapping legal requirements.

SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws m

i~

Mooy
SREENARAYANAGURU
GPEN UNIVERSITY




The

Code is therefore important from the perspective of industrial and labour relations.

By providing a unified framework for wage regulation, it seeks to promote greater
consistency in wage administration while placing corresponding legal responsibilities
on employers.

5.1.2.3 Objectives of the Code on Wages, 2019

1.

Provide a uniform wage system across India: The primary objective of the
Code on Wages is to establish uniformity in wage regulation across states and
industries . In the past, employers had to comply with several different wage
related laws such as the Minimum Wages Act of 1948, the Payment of Wages Act
of 1936, the Payment of Bonus Act of 1965 and the Equal Remuneration Act of
1976. These laws often had overlapping provisions and different definitions for
concepts like wages, employee and employer. This made compliance difficult,
especially for small units that lacked legal expertise. By introducing a single
definition of wages and a consistent framework for salary components, the Code
creates uniformity. This allows both public and private sector organisations to
follow the same method of calculating wages. For mstance, the Ministry of
Labour and Employment noted that earlier different states, had varying rules
on wage periods and deductions. A unified wage, system reduces confusion and
helps create a transparent labour market.

Ensure timely payment of wages to all workers: The Code seeks to end delays
in salary payments, which have been a persistent issue, particularly in informal
and unorganised sectors. The earlier Payment/of Wages Act applied only to
workers earning below as€ertain threshold.Under the Code, every employee
regardless of wage leyel is entitled to timely payment. Employers must pay
wages within a fixed time period which is generally before the seventh day of
the subsequent month'for monthly sated workers. This provision ensures that
employees canplan expenses, repay loans on time and maintain financial stability.
Delayed wage payments are widely recognised as a contributor to household
financial stress,particularly among low-income workers. The Code attempts
to reduce such distress by creating strict timelines and legal consequences for
non-compliance.

Guarantee a minimum wage floor nationally: Another key objective is the
establishment of a national minimum wage floor. Earlier the minimum wage
varied widely from state to state. A study by the International Labour Organisation
found that there were more than one thousand five hundred different minimum
wage rates in India across occupations and geographical zones. This caused
inequality and confusion for businesses operating in multiple states. Under the
Code, the central government can fix a national wage floor below which no state
can set its minimum wage. States retain the freedom to set wages above this
floor, depending on cost of living and local conditions. The national wage floor
aims to protect workers from exploitation and ensure a basic standard of living.
It also allows migrant workers to have more predictable earnings when moving
between states.
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4. Promote gender equality in wages: The Code reinforces the principle of equal
pay for equal work by clearly prohibiting any discrimination in wages based on
gender. Earlier, the Equal Remuneration Act of 1976 addressed this issue but
enforcement was inconsistent. The Code strengthens this protection by placing
both men and women under the same wage entitlement system. It also prevents
discrimination during recruitment for similar jobs. According to the Global
Gender Gap Report of 2023, India continues to have a significant wage gap
between men and women in several sectors. The Code seeks to address gender
wage disparities by reinforcing equal remuneration as a statutory obligation.
Large companies such as Tata Consultancy Services and Infosys have also
publicly committed to internal gender parity policies which align with the
principles of the Code.

5. Simplify Labour Law Compliance for Small Establishments : The Code
on Wages, 2019 seeks to simplify wage-related compliance by consolidating
provisions contained in four earlier labour laws into a single legislative
framework. This reduces the need for employers téyrefer to multiple statutes
dealing with minimum wages, payment of wages, bonus and equal remuneration.
The common framework is intended to make compliance easier to understand
and administer.

Small establishments may particularlysbenefit from such simplification because
they may not have dedicated human resource or legal departments to manage
labour-law requirements. The Code provides a more integrated approach to
matters such as minimum wages, payment of ;wages, permissible deductions
and wage-related records«The use of eommef procedures and digital systems
for labour-law compliafice can fusther reduce administrative work.

5.1.2.4 Key Concepts

Key Concepts undef the Code on Wages, 2019
1. Meaning of Wages

The Code on Wages intreduces a standard and uniform definition of wages for all
establishments across India. This is important because earlier labour laws used different
definitions, which led to confusion for employers and employees.

Wages include three main components: basic pay, dearness allowance and retaining
allowance. These are considered the core earnings of a worker for performing regular
duties.

The Code also clearly lists payments that are not part of wages. These include bonus,
house rent allowance, overtime allowance, provident fund contributions and conveyance
or travel allowances. The purpose of this clear definition is to avoid manipulation in
wage calculation and ensure transparency in payroll management.

A simple illustration can be seen in manufacturing units. If a worker receives a basic
salary of 10,000 Rs, dearness allowance of 3000 Rs and a retaining allowance of 1000
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Rs, then wages under the Code would be 14,000 Rs. Any additional allowances such as
house rent or overtime are treated separately.

2. Floor Wage

The floor wage is a national level wage benchmark introduced to ensure that
wages do not fall below a minimum level anywhere in India. It is fixed by the Central
Government after consultation with state governments, keeping in mind the cost of
living of different regions

No state government is allowed to fix its minimum wages lower than the floor wage.
This provision is intended to reduce wage inequality between regions and protect
workers in low paying areas from exploitation.

For example, if the Central Government sets a floor wage of three hundred rupees
per day, every state must set its minimum wage at three hundred rupees or more. If a
state earlier had a lower minimum wage, it is required to revise it upward.

3. Minimum Wages

The Code continues the established practice ofddetermining minimum wages but
introduces uniform criteria. Minimum wages are fixed by state governments based on
two major factors. The first is the skill levelsofithe worker. Skill categories include
unskilled, semi-skilled, skilled and highly skilled workers. " Each category receives
different wage rates because of variations/in training, responsibility and productivity.

The second factor is the geographical location of work. Wage rates in metro cities
are generally higher due to increased living costs,#While non-metro and rural areas have
different rates.

For example, a skilled carpenter in Delhireceives a higher minimum wage compared
to a carpenter in a small town in‘Biharbécause of living cost differences.

4. Equal Remuneration

Equal remuneration means that male and female workers performing the same work
or work of a similar natdre'must be paid the same wages. This principle was already
part of the Equal Remuneration Act of 1976 and has now been included in the Code for
universal application.

The intention is to eliminate gender based discrimination in wages and to promote
fair treatment in the workplace. Employers are prohibited from reducing wages of any
gender to achieve equality; instead, they must raise the wages of the lower paid group
if inequality exists.

5. Timely Payment of Wages

The Code mandates that monthly wages must be paid within seven days of the
end of the wage period. This rule ensures that workers receive their earnings without
delays, which is important for daily living expenses. Earlier, different laws had different
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timelines for wage payments, creating confusion. The Code brings a uniform schedule
that applies to all establishments whether large or small.

For instance, if wages for January are due, the employer must pay them on or before
the seventh of February. Delayed payment can attract penalties under the law.

6. Bonus

The Code preserves the earlier provisions on bonus but applies them more uniformly.
Workers who earn monthly wages of twenty one thousand rupees or less are eligible to
receive an annual bonus from their employer.

The minimum bonus payable is 8.33% of annual wages, and the maximum bonus
can go up to 20%, depending on profits and productivity.

This provision is intended to reward workers for contributing to the success of the
organisation and to support their financial well-being.

5.1.2.5 Penalties

The Code on Wages, 2019 prescribes penaltiesor violations' of its provisions to
ensure compliance with statutory wage requirements. These penalties are intended to
discourage employers from violating workers”wage,rightshand 40 promote adherence
to minimum wage and other wage-relatedgprovisions. The severity of the penalty may
vary depending on the nature and repetition of the offence.

1. Failure to pay the minimum,wage: The Code on Wages introduces a stricter
penalty structure to ensure that every worker receives at least the statutory
minimum wage. If an @mployerpaysiwages below the notified minimum wage,
the Code prescribes monetary penalties, which may extend up to specified limits
depending on themature and frequéncy of the violation. This provision acts as
a deterrent, @specially for‘small units where informal practices are common.
For example, in a small' packing unit or a neighbourhood tailoring shop, owners
may sometimes delay or reduce payments during lean seasons. Under the Code,
such practices are unlawful and attract financial penalties.

2. Repeated offence: If an employer repeats the same violation, the consequences
become more serious. In case of subsequent offences, the punishment may
include imprisonment for a period that can extend up to three months. This
escalation is intended to prevent habitual non - compliance. Authorities can
take strict action against establishments that repeatedly refuse to follow wage
laws. For instance, if a jewellery polishing workshop continues to pay below
the minimum wage even after being penalised earlier, the owner may face both
a fine and imprisonment.

These penalty provisions aim to protect vulnerable workers employed in nano enter-
prises by ensuring that employers treat wage compliance as a mandatory responsibility
rather than an optional practice.
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5.1.3 Code on Industrial Relations, 2020 (Code 2)

The Industrial Relations Code of 2020 is one of the four major Labour Codes
introduced by the Government of India to simplify and modernise the labour law
framework. India previously had several separate laws governing trade unions,
employment conditions, dispute settlement, strikes, layoffs and retrenchment. Many
of these laws were drafted during the colonial and early post-independence period,
making them difficult to interpret and implement in today’s workplace environment. To
make the system easier for both employees and employers, the Government combined
three major central laws into a single legal framework.

5.1.3.1 Laws Consolidated under the Industrial Relations Code, 2020
1. Trade Unions Act, 1926

This law dealt with how trade unions are formed, registered and recognised. It
established the rights of workers to organise themselves for collective bargaining and for
improving working conditions. The Industrial Relations Codeupdates these provisions
to make union registration more transparent and to_encourage tesponsible collective
negotiations. It also introduces the concept of a negotiating union ot negotiating council
in an establishment, which reduces confusion when multiple unions exist.

2. Industrial Employment Standing Otders Act, 1946

Standing Orders are written rules that define conditions of employment, such as
attendance, leave, shift timings, miseonduct and disciplinary procedures. Earlier, only
factories and larger industrial establishments had'to prepare Standing Orders, and the
process was lengthy. Under the new Code; the requirement is simplified and digitised.
Standardised model Standing Orders are provided by the Government, which small
and medium enterprisesiean adopt easily. Fhis supports clarity for workers and reduces
procedural burden for employers.

3. Industrial Disputes Act, 1947

This law historically goverfied disputes between employers and workers, including
strikes, layoffs, retrenchment, closure of units and grievance settlement. Some
provisions were considered lengthy, rigid and outdated, sometimes leading to delays
in dispute resolution. The Industrial Relations Code streamlines the dispute settlement
process by strengthening conciliation mechanisms, improving timelines and allowing
voluntary arbitration. Certain establishments also get notified thresholds for layoffs and
closures, balancing worker protection with business viability.

5.1.3.2 Objectives of the Industrial Relations Code, 2020
1. To reduce industrial disputes

One of the major aims of the Code is to minimise conflicts between workers and
employers. Earlier laws had complex procedures that often delayed dialogue and
created mistrust. The Code encourages early conciliation, mediation, and structured
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negotiations so that issues can be resolved before they escalate into strikes or lockouts.
By providing a clear mechanism for grievance redressal, the Code helps both sides
settle disagreements faster. This is especially important in manufacturing sectors, where
continuous production is essential for meeting deadlines and maintaining revenue.

2. To make hiring and termination clearer

The Code provides a transparent framework for hiring workers and outlining
their conditions of service. It also clearly explains the rules related to termination,
retrenchment, and closure of establishments. Earlier, different laws had different
definitions for worker categories and procedures for termination. The new Code
simplifies these provisions and sets uniform rules. For example, establishments above
a certain size must seek prior approval for retrenchment or closure, while smaller units
follow a simpler process. This clarity helps employers avoid legal confusion and ensures
workers understand their rights.

3. To promote negotiation through trade unions

The Code strengthens collective bargaining by introducing the eoncept of a negotiating
union or a negotiating council. In establishments where severalunions exist, the one
with the highest membership will be recognised as the primary negotiating union. This
reduces fragmentation among unions and allowssfor smoether discussions on wages,
working conditions, and welfare benefits. Healthy negetiation through unions prevents
unnecessary disputes and encourages cooperation between workers and management. It
also ensures that worker voices are represented in a structured and democratic manner.

4. To streamline procedures for strikes andileckouts

The Code sets clear procedures that'must be followed before any strike or lockout.
Workers must provide advance notice before going on strike, and employers must
also give notice beforé declaring a lockouat. This prevents sudden disruptions that can
damage production, supply_chains, and employment stability. Under the old laws,
different industries followed different procedures, leading to confusion. The new Code
creates a uniform system so that both sides have time to negotiate before resorting to
extreme actions. This helps maintain industrial harmony and business continuity.

5. To ensure stability in labour relations across enterprises of different sizes

The Indian economy is highly diverse, with more than 90% of establishments
falling in the micro and small category. These businesses often struggled with multiple
compliances and unclear processes under earlier industrial laws. The Code provides a
simpler structure that can be followed by enterprises of all sizes. By reducing procedural
delays and introducing digital systems for filings and approvals, the Code benefits small
and medium enterprises. At the same time, it provides clear safety measures and rights
for workers in large industries. The goal is to create a labour relations environment that
supports economic growth, investment, and job creation while safeguarding worker
welfare.
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5.1.3.3 Major Provisions of the Industrial Relations Code, 2020
1. Trade Union Recognition

Trade union recognition refers to the legal acknowledgement of a workers’ union
as the representative body that negotiates with the employer on matters related to
employment conditions, wages, workplace rights, dispute resolution, and more. Under
the Industrial Relations Code, 2020, this concept has been clarified and strengthened
to reduce conflicts among multiple unions and to streamline collective bargaining in an
industrial establishment.

i.  Single Union Recognition: If there is only one registered trade union in an
industrial establishment, the employer is required to recognise that union as the
sole body that will negotiate on behalf of the workers. This means that this trade
union has the exclusive right to represent the workforce in discussions with
management on wages, work conditions, and other labour matters.

ii. Recognition When Multiple Unions Exist: Wheh more than one registered
trade union exists in the same establishment, the Code states that the trade union
with membership of at least fifty-one percent of the workers on the muster
roll must be recognised by the employer as the sole negotiating union. This
requirement helps avoid disputes betweenyunionsyand strengthens collective
bargaining by giving clear authorityto the larger union.

By setting a clear membership threshold for recognition, the Code helps avoid
conflicts between rival trade unions_that may otherwise claim to represent the same
workforce. It also encourages unions to organiseiand increase their membership if they
wish to be the official negotiating body:.

2. Standing Orders

Standing ordersare a set of written rules that govern the terms and conditions of
employment within an industrial establishment. These include rules on work hours,
discipline, holidays,“overtime, leave, and other workplace practices. Under the
Industrial Relations Code, standing orders must be prepared and certified for applicable
establishments to ensure clarity and fairness in employment relations.

i.  Applicability Threshold : Under the new Code, standing orders are required
only for industrial establishments that employ 300 or more workers. This is
a significant change from earlier laws, where the threshold was lower (for
example, previously the requirement could apply to establishments with as few
as 100 workers). Raising the threshold to 300 reduces compliance requirements
for small and medium establishments.

ii. Key Content of Standing Orders : Standing orders must clearly outline
important workplace parameters so that both employers and workers understand
their rights and obligations. These include:

a. Work hours: These are the number of hours a worker is expected to
work each day or week and the rules around shift patterns, start and
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b. Discipline Rules: Standards of conduct expected from employees,
including behaviour at work, punctuality, and consequences for
violations. Clear discipline rules help maintain order and reduce
workplace disputes.

c. Holidays: This section specifies paid and unpaid holidays, statutory
holidays, and rules for how leave will be granted and scheduled.

d. Overtime: Rules on overtime define how extra hours worked beyond
the normal work schedule are to be compensated or managed, ensuring
compliance with labour laws.

e. Leave Rules: This covers entitlement to sick leave, casual leave,
earned leave, and conditions for availing these leaves.

ili. Exemption for Small Businesses

Very small enterprises and nano businesses, which typigally have fewer than 20 or
50 workers and certainly fewer than 300, do not need to frame or certify standing
orders. This reduces administrative burden on very small operaters such as tailoring
shops, small repairs kiosks, local service providers, and similar units.

Standing orders bring transparency and prédictability to workplace management.
They help prevent misunderstandings between employers and workers by making
workplace terms clear and legally recognised. At the same time, raising the threshold
for applicability reduces the regulatory load on smallet businesses that may not have
the capacity to prepare formal standing orders:

3. Reskilling Fund

The Industrial Relations Code introduces a reskilling fund to support workers who
lose their jobs due te'retrenchments Retfenchment means termination of a worker for
economic or organisationalgreasons, not for disciplinary action. The reskilling fund
ensures that a retreneh€d worker receives financial support to learn new skills and
improve future employability.

i. Employer Contribution: Under this provision, when a worker is retrenched,
the employer must contribute an amount equal to fifteen days wages into the
reskilling fund. This amount is transferred to the worker so that they can undergo
training, learn new vocational skills, or upgrade abilities required in a changing
labour market.

ii. Purpose: India’s labour market is undergoing rapid transformation due to
digitalisation and automation. The reskilling fund ensures a smooth transition
for workers and reduces the social and economic impact of job loss. It also
encourages companies to retrench workers only when absolutely necessary.
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4. Strikes & Lockouts

i. Need for Regulation: Strikes by workers and lockouts by employers directly
affect productivity and can cause major disruptions. To prevent sudden stoppage
of work, the Code introduces clear procedures for both strikes and lockouts.

ii. Mandatory Notice: Any strike or lockout requires a compulsory notice period
of fourteen days. This provision gives time for both parties to discuss issues,
negotiate, and explore peaceful settlement before industrial work stops.

iii. Restrictions during Proceedings: Strikes are prohibited during certain legal
proceedings. Workers cannot strike during conciliation, during hearings at an
industrial tribunal, or while arbitration is in progress. These restrictions prevent
parallel disruptions when a dispute is already being resolved through formal
channels.

iv. Importance: These rules reduce abrupt conflicts and maintain stability in
industries such as manufacturing, transport, and public utilities, where sudden
stoppages can affect the public.

5. Fixed-Term Employment

Fixed-term employment allows employerssto hire workers for a specific duration
based on seasonal or temporary need. The Code ensures that these workers receive the
same wages, allowances, and benefits as permanent workers performing similar work.
This includes proportionate gratuity if they serve for the required period.

Benefits for Businesses: For’small businesses, fixed-term contracts offer flexibility
without exploiting workers. Small entegprises often experience seasonal variations, and
hiring permanent staff for short periods becomes financially difficult.

Example: During festive seasonsylike Onam, Christmas, Diwali, and Ramadan,
small shops, bakefies, tailorifig, units, and home-based boutiques experience higher
demand. They can hire€xtra wortkers for a few months and still maintain wage fairness.
Examples include temporary sales assistants for festival crowds, additional tailoring
workers during weddingfseasons, and extra helpers in bakeries during peak festival
periods.

Benefits for Workers: Workers get better income security, formal contracts,
recognition of service, and skill-building opportunities instead of informal or unregulated
temporary work.

6. Industrial Dispute Resolution

Industrial disputes arise when there is disagreement between employers and workers
regarding wages, working conditions, termination, discipline, or other employment
issues. The Code provides a clear three-tier system to resolve disputes quickly and
legally.
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Level One: Conciliation Officer

A conciliation officer attempts to settle disputes through discussion and negotiation.
The focus is on peaceful resolution without going to court. Most disputes in India are
resolved at this stage, making it a cost-effective and time-saving process.

Level Two: Industrial Tribunal

If conciliation fails, the dispute is referred to an industrial tribunal. Tribunals have
judicial powers and can give binding decisions on issues such as layoffs, wage revision,
and reinstatement. They function faster than traditional courts and specialise in labour
matters.

Level Three: National Industrial Tribunal

Disputes involving national importance, large-scale industries, or issues that affect
workers across several states are taken to the national industrial tribunal. This body deals
with complex matters such as disputes in major public sectorunits, large manufacturing
groups, or cases that have national economic impact.

Outcome: This structured resolution mechanismpromotes fair settlement, reduces
long-term conflicts, and strengthens trust between employers and employees.

5.1.3.4 Penalties under the Industrial Relations Code, 2020

The Industrial Relations Code specifies eertain penalties to ensure that both employers
and workers follow the rules related to strikes, lockouts, and retrenchment. These
penalties are meant to maintaid discipling, in industrial establishments and to prevent
actions that disturb production or empleyment without following due legal procedure.

Illegal Strikes

If workers go on strike without giving the required notice or during periods when
strikes are legally prohibited, 1t'1§ considered an illegal strike. This type of strike can
interrupt production suddenly and cause financial losses to small and large businesses.

Penalty: A fine up tofifty thousand rupees may be imposed on workers or unions
involved in organising such strikes. This provision encourages workers to follow proper
procedures like notice periods and conciliation before resorting to a strike.

Illegal Lockouts

A lockout becomes illegal when an employer closes a workplace or refuses work
without giving the compulsory notice or during periods when lockouts are not allowed.
Illegal lockouts harm workers by stopping their wages abruptly and disrupting their
livelihoods.

Penalty: An employer who conducts an illegal lockout can be fined up to one lakh
rupees. This provision discourages employers from using lockouts as a sudden or unfair
bargaining tool.
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Violation of Retrenchment Rules

Retrenchment refers to the termination of workers due to reasons such as closure,
downsizing, or financial stress. The Code requires employers to follow specific
procedures, including notice, compensation, and contribution to the reskilling fund.
If these rules are not followed, it can lead to unfair treatment and sudden job loss for
workers.

Penalty: Violation of retrenchment procedures can lead to imprisonment for up to
six months, or a monetary fine, or both. This ensures that employers act responsibly and
legally whenever they reduce their workforce.

Case Study: Maruti Suzuki Manesar Conflict of the Year 2012

The incident at the Maruti Suzuki India Limited plant in Manesar, Haryana in the
year 2012 remains one of the most significant industrial conflicts in modern India. The
Manesar plant had nearly two thousand permanent workers and a much larger number
of contract workers. According to the Haryana Police charge sheet and the Government
enquiry reports, tension had been building for months due to disagreements over wages,
working conditions and the demand for a separate union by workers. On the eighteenth
of July, a violent clash broke out on the shop floor. The, incident resulted in the death
of a senior human resources manager and injuries,to several wotkers and managers.
Production came to a complete halt for almost a month, leading to losses estimated at
more than two thousand crore rupees as réported by the Society of Indian Automobile
Manufacturers.

Lack of Proper Communication Channels

One of the major causes identifiedgvas the absence of an effective communication
system between managementand workers/ Contract workers and permanent workers
were represented by different groups, which created mistrust. Workers felt that their
concerns about workload, diseiplinary actions and wage differences were not being
given proper attention«The company management on the other hand felt that the
communication from their side was not reaching the worker groups in a structured
manner. This communicationi@ap allowed small grievances to grow into large conflicts.

Inefficient Grievance Redress Mechanisms

The National Human Rights Commission review of the incident noted that the
existing mechanisms for grievance redress were either slow or unclear. Workers
complained about the lack of a transparent and time-bound system to raise workplace
concerns, such as overtime pressure, denial of leave and unjust disciplinary action.
When grievances are not addressed at the early stage, they accumulate and create
frustration among workers, which can eventually lead to collective unrest.

Absence of Clear Employment Terms

A major point of conflict was the large number of contract workers who were doing
the same tasks as permanent workers but receiving lower wages and fewer benefits.
Their terms of employment were often not clearly written or communicated. This
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created inequality and dissatisfaction on the shop floor. Many reports pointed out that
there was no unified system of employment terms for workers doing similar work.
Lack of transparency regarding wages, leave and disciplinary procedures contributed
to mistrust between workers and management.

How the Industrial Relations Code Addresses these Issues

The Industrial Relations Code of the year 2020 was designed keeping such past
industrial disputes in mind. It incorporates several provisions that directly address the
weaknesses seen in the Maruti Suzuki incident.

i

ii.

iii.

iv.

Recognition of a Single Negotiating Union : The Code provides that where
multiple unions exist, the one with at least 51% membership will be recognised
as the negotiating union. This prevents the rise of rival groups claiming
representation. A single recognised union ensures that communication between
management and workers is structured, consistent and accountable. This reduces
confusion and enhances trust.

Requirement for Structured Negotiation : The Code éncourages negotiation
through registered trade unions and provides, clear procedures for raising and
settling disputes. This ensures that issues related,to wages, working conditions
or disciplinary matters are discussedgimpan organiseddmanner. Structured
negotiation prevents sudden escalations and helps both'parties reach agreements
before disagreements grow into major conflicts:

Promotion of Fixed Term Employment : Fixed term employment allows
workers to be hired forfa specific petiedfwhile receiving the same wages
and benefits as permafnient workérsifor that period of work. This reduces the
wide inequality between permianent'and contract workers. If such transparent
arrangements had, existed earlier, snany contract workers at Manesar would
have had cledrer employmentitefims, which might have reduced resentment and
misunderstandings.

Streamlined Industrial Dispute Settlement : The Code creates a three-level
dispute settlementstriicture consisting of a Conciliation Officer, an Industrial
Tribunal and a National Industrial Tribunal. Each level has clear procedures and
timelines. This helps ensure that grievances are addressed quickly, fairly and
with legal clarity. These mechanisms reduce the chances of disputes escalating
into violence.

SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws m

i~

Vilgsog 5
SREENARAYANAGURU
GPEN UNIVERSITY



® Recap

¢ The Code on Wages, 2019 consolidates four Central labour laws
relating to wages, minimum wages, payment of wages, bonus and equal
remuneration.

¢ The Code provides a common legal framework for regulating wages and
wage-related matters across different sectors.

¢ Wages under the Code include basic pay, dearness allowance and retaining
allowance, subject to the provisions of the Code.

¢ The floor wage provides a national wage benchmark below which the
minimum wage fixed by the appropriate government cannot fall.

¢ The Code regulates minimum wages, timely ‘payment of wages and
permissible deductions to provide greater protection te employees.

¢ The Code also incorporates the principléyof equal remuneration and
prohibits discrimination in wages on the basigyof gender for the same or
similar work.

¢ The Industrial Relations Cod¢, 2020 consolidates the laws relating to
trade unions, standing orders and industrial disputes.

¢ The Code provides fot trade-union réecognition and collective bargaining
through a negotiating union of negotiating council.

¢ The Code regulates strikes and lockouts and provides mechanisms such
as conciliation and mdustrialdtribunals for the settlement of industrial
disputest

¢ The Code also contains provisions relating to fixed-term employment,
retrenchment and th€reskilling fund, creating a framework for managing
changing employment relationships.

Objective Questions

1. What are the four Central labour laws consolidated by the Code on
Wages, 2019?

2. What is meant by floor wage under the Code on Wages, 2019?

3.  What are the three main components included in the statutory definition
of wages?
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4. What is the purpose of minimum wages under the Code on Wages, 2019?
5. What is meant by equal remuneration?

6. Which three major labour laws are consolidated by the Industrial Relations
Code, 2020?

7.  What is a negotiating union?
8. What are standing orders?
9. What is meant by fixed-term employment?

10. What are the main mechanisms provided for the settlement of industrial
disputes?

Answers

1. The Code on Wages, 2019 consolidates the Payment of Wages Act, 1936,
Minimum Wages Act, 1948, Payment ofy,BonusyAct, 1965 and Equal
Remuneration Act, 1976.

2. Floor wage is the minimum ‘Wwage benchmark fixed by the Central
Government below whichithe minimum wage fixed by the appropriate
government cannot fall.

3. The three main components are basic pay, dearness allowance and
retaining allowance:

4. Minimum wages_ atre,intended to ensure that employees receive at least
the statutorilysprescribed minimum level of remuneration for their work.

5. Equal remuneration‘ means that men and women performing the same
or similar work should receive equal wages without gender-based
discrimination.

6. The Industrial Relations Code, 2020 consolidates the Trade Unions Act,
1926, Industrial Employment (Standing Orders) Act, 1946 and Industrial
Disputes Act, 1947.

7. Anegotiating union is a recognised trade union that represents workers in
collective negotiations with the employer.

8. Standing orders are written rules that specify the terms and conditions of
employment, including matters such as work hours, leave, discipline and
other workplace practices.
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10.

Fixed-term employment is employment for a specified period under a
contract, with the worker receiving the applicable wages and benefits
prescribed under the law.

The main mechanisms include conciliation, industrial tribunals and the
National Industrial Tribunal.

Self - Assessment Questions

10.

Explain the need for the consolidation of wage-related labour laws under
the Code on Wages, 2019.

Explain the meaning of wages under the Code on Wages, 2019 and discuss
its major components.

Describe the concept of floor wage and explain itsirelationship with
minimum wages.

Explain the major provisions relatifighte minimum Wwages and timely
payment of wages under the Code on Wages; 2019.

Discuss the principle of equal remuneration and its importance in
employment.

Explain the need fof the Industrial Relations Code, 2020 and identify the
major laws consolidated under it;

Explain thes@ncept of trade-union recognition and collective bargaining
under the Industrial Relations Code, 2020.

What areystanding jorders? Explain their importance in regulating
employment conditions.

Explain the provisions relating to strikes and lockouts under the Industrial
Relations Code, 2020.

Discuss the provisions relating to fixed-term employment, retrenchment
and the reskilling fund under the Industrial Relations Code, 2020.
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@ Assignments

1. Analyse how the Code on Wages, 2019 seeks to balance the interests of
employers and employees through its provisions relating to minimum
wages, timely payment of wages, equal remuneration and bonus.

2. Analyse the role of the Industrial Relations Code, 2020 in regulating
relations between employers, workers and trade unions, with particular
reference to collective bargaining, strikes and lockouts, retrenchment,
fixed-term employment and industrial dispute resolution.
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Unit —@

Code on Social Security, 2020 and
the OSHWC Code (2020)

Learning Outcomes

After completing this unit, the learners will be able to:

¢ explain the objectives and major provisions of the Code on Social
Security, 2020, including its coverage of organised, unorganised, gig and
platform workers

¢ describe the major social-security schemes underithe Code, including
EPF, ESI, gratuity, maternity benefits and social-seeutity measures for
gig and platform workers

¢ explain the major provisions of thes@ccupatienal Safety, Health and
Working Conditions Code, 2020, relating toe workplace safety, working
hours, welfare facilities and the protection of different categories of
workers

¢ analyse the responsibilitics of employerS and the rights of employees
relating to occupational safetys health, welfare and workplace compliance

Imagine a worker whodhas spent many years in an organisation and suddenly
faces retirement, illness or an accident. Without some form of social-security
protection, the loss of income could create serious financial difficulties for the
worker and the family. Now consider a delivery worker who works through a
digital platform, a construction worker who moves from one state to another,
or a factory worker who handles machinery every day. Their employment
situations may be very different, but each needs some form of protection against
risks associated with work and life. At the same time, employers need clear rules
regarding workplace safety, health, welfare facilities and their responsibilities
towards workers. This unit introduces the Code on Social Security, 2020 and the
Occupational Safety, Health and Working Conditions Code, 2020, and examines
how these Codes address social-security protection and workplace safety in the
changing world of work.
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Code on Social Security, 2020, Social Security, Gratuity, Maternity Benefits,
Gig Workers, Platform Workers, Unorganised Workers, Social Security Fund,
OSHWC Code, 2020, Contract Labour, Inter-State Migrant Workers, Overtime,
Personal Protective Equipment, Inspector-cum-Facilitator

Discussion

5.2.1 Introduction

The Government of India consolidated 29 Central labour laws into four Labour Codes
to simplify the labour-law framework, reduce regulatory €emplexity and strengthen
the protection of workers. Among these, the Code on Social Security, 2020 and the
Occupational Safety, Health and Working Conditions (OSHWC) €ode, 2020 address
two important aspects of employment: social security.and workplace safety.

The Code on Social Security, 2020 seeks to extend soeial-security protection to
a wider section of the workforce. In addition to employees in the organised sector,
it recognises the need for social-security measures for unorganised workers, gig
workers and platform workers. It brings areas such as provident fund, employees’ state
insurance, maternity benefits and other socidl-security measures within a common
legal framework. This is particularly sigfiificant because a large proportion of India’s
workforce is engaged in the unorganiséd sector.

The OSHWC Codeg2020 focuses on ensuring safer and healthier working conditions.
It brings together ptovisions relating to occupational safety, health, welfare facilities,
working conditions, contract labour and inter-State migrant workers. The Code also
seeks to simplify regulatory progedures through measures such as common registration
and licensing provisions and.greater use of digital processes.

Together, these two Codes represent an important shift towards a broader and more
integrated framework of labour protection. However, the actual coverage and availability
of particular benefits depend on the applicable provisions, rules, notifications and
schemes. Their significance is therefore not limited to traditional organised employment
but extends to the changing nature of work in India’s economy.

5.2.2 Code on Social Security, 2020 (Code 3)

5.2.2.1 Objectives
1. Integrate 9 central laws relating to social security

The Social Security Code seeks to consolidate nine separate and sometimes
overlapping labour laws, including the EPF Act (1952), ESI Act (1948), Maternity
{3
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Benefit Act (1961), Payment of Gratuity Act (1972), and others into a single, coherent
framework. Earlier, employers had to comply with multiple compliance, registers,
and authorities, creating confusion and administrative delays. By integrating these
laws, the Code reduces fragmentation, eliminates conflicting provisions, and creates
uniform definitions (such as “wages”), which makes the social security ecosystem
more predictable. This consolidation reflects recommendations of committees such as
the Second National Commission on Labour (2002), which emphasised the need to
simplify labour legislation to improve both worker welfare and employer efficiency.

2. Extend protection to organised, unorganised, gig, and platform workers

For the first time in India’s labour history, the law formally recognises gig workers
(e.g., Ola/Uber drivers, Swiggy delivery partners) and platform workers as a distinct
labour category eligible for social security benefits. Earlier labour laws primarily
addressed workers in the organised sector, less than 10% of India’s workforce. The
Code expands coverage by mandating the creation of welfare schemes for unorganised
workers (e.g., construction labour, street vendors, domestic workers), and enabling
government-funded or joint contribution-based schemes for gig and platform workers.
This shift aligns with the rapid growth of India’s platform economy, and ensures that
millions who lack employer-employee relationshipsyare not exeluded from social
protection.

3. Promote universal social security coverage

The Code aims to move India toward aluniversal social security system by removing
restrictive thresholds that previously prevented small establishments and informal
workers from accessing benefitsdIt empowers theeentral government to frame schemes
on life and disability insurance, health protection, old-age security, and maternity
benefits for all workers, regardless of industry or contract type. With majority of Indian
workers in the informalsector, universalisation is a major milestone in ensuring social
protection as a rightdather than aprivilege.

4. Simplify and'digitiSe compliance through a single registration

The Code introduces a singlé social security registration number for establishments,
replacing multiple registfations under EPFO, ESIC, and other authorities. This reduces
paperwork, duplication, and compliance ambiguity. The system is designed to be
fully digital, using online returns, electronic maintenance of records, and Aadhaar-
based identification. For small and medium enterprises, particularly MSMEs that
account for 30% of India’s GDP, this simplification reduces compliance costs and
frees administrative time that can be redirected to business growth. Digitisation also
enhances transparency, curbs leakages in benefit delivery, and ensures workers can port
their benefits across jobs and locations.

5.2.2.2 Major Social Security Schemes under the Code
1. Employees’ Provident Fund (EPF)

The Employees’ Provident Fund (EPF) is one of India’s major contributory social-
security schemes, designed to provide financial security to employees during and after
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their employment. It was originally governed by the Employees’ Provident Funds and
Miscellaneous Provisions Act, 1952, and is now incorporated into the Code on Social
Security, 2020. The EPF framework generally applies to establishments employing 20
or more employees, subject to the conditions prescribed under the law, and may also be
extended to smaller establishments by the Government.

Under the scheme, both the employer and the employee make regular contributions
to the provident fund, helping the employee build a retirement corpus over the period of
employment. The EPF framework also includes the Employees’ Pension Scheme (EPS),
which provides pension benefits subject to the applicable conditions, and the Employees’
Deposit Linked Insurance (EDLI) Scheme, which provides insurance benefits to the
nominee or beneficiaries if an employee dies while in service. Together, these schemes
provide employees with retirement savings, pension protection and insurance support,
making EPF an important component of India’s social-security system.

2. Employees’ State Insurance (ESI)

The ESI scheme is a comprehensive social insurance progtamme offering medical,
sickness, maternity, and disability benefits. It is mandatory, for establishments
employing 10 or more workers, though some statéshprescribe thresholds of 20. ESI
operates through a contributory structure: employers eontribute 3.25% of wages and
employees contribute 0.75%. Under the Codé, EShcoverage is(to be expanded in a
phased manner to all districts, including{remote andjunorganised-sector-dominated
areas. A significant reform is the enabling provision that allows the government to notify
separate social security schemes for gig and platform/workers, rather than extending
conventional ESI benefits automatically through. speeial government-notified schemes,
reflecting the changing labourgmarket. ESIC currently operates over 160 hospitals and
1500 dispensaries nationally, providing affordable healthcare to millions of low-income
workers and their families.

3. Gratuity

Gratuity is a statutory retirement benefit provided to employees as a token of
appreciation for long-term sewvice. Traditionally, workers became eligible only after
completing five years of €ontinuous service. The Code allows fixed-term employees
to receive gratuity proportionate to the duration of their contract, subject to conditions
notified by the appropriate government, calculated proportionately based on the duration
of their contract. This addresses the growing prevalence of project-based employment
in sectors like IT, hospitality, and manufacturing. It also ensures parity between
permanent and fixed-term contract workers, promoting fairness in compensation and
reducing exploitation.

4. Maternity Benefits

The Code carries forward the maternity provisions from the Maternity Benefit
Act, 1961, incorporating amendments such as 26 weeks of paid maternity leave for
women employed in establishments with 10 or more workers. This places India among
countries with comparatively longer statutory maternity leave provisions. The law
mandates creche facilities for establishments employing 50 or more workers, subject
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to rules framed by the appropriate government, ensuring childcare support for working
mothers. Additionally, employers must provide four visits a day (including rest intervals)
for women to visit the creche. These provisions aim to increase women’s workforce
participation, which is still low at around 24% in India (PLFS). Public-sector bodies,
banks, and IT firms have widely implemented these measures.

5. Gig and Platform Worker Social Security

One of the most transformative features of the Social Security Code is the formal
recognition and protection of gig and platform workers, who were previously outside
the scope of labour laws. Gig workers include individuals engaged in short-term, task-
based work (e.g., Swiggy and Zomato delivery executives), while platform workers
provide services through digital platforms (e.g., Uber, Ola, Urban Company). The Code
mandates the government to frame social security schemes funded through a tripartite
model:

¢ The Code empowers the government to notify contribution rates for aggregators
(online platforms), subject to a statutory ceiling, through future rules, excluding
GST.

¢ Central and State Governments can contribute financial support.

0 Gig/platform workers may contributeoluntarily: This enables the creation of a
Social Security Fund through which notified welfare benefits may be provided,
subject to scheme design and funding arrangements for millions of gig workers.
India becomes one of the few countries to legally recognise gig workers as a
category deserving state-backed social security.

6. Unorganised Workers’ Benefits

Over 93% of India’s workfoeree falls in the unorganised sector, such as construction
labourers, agricultural workers, ‘domestic workers, street vendors, and home-based
workers. The Code aims«t0 umiversalise social protection for this vast segment.
Registration on the e=Shram Portal, introduced in 2021, facilitates identification and
access to welfare schemes, though registration is not legally mandatory under the Code.
As of early 2024, the portal'has registered over 29 crore unorganised workers, making
it the world’s largest labour database.

5.2.2.3 Key Provisions

1. Universal Account Number (UAN)

A unified registration framework enables streamlined access to multiple social
security schemes, though certain benefits like gratuity and insurance continue to operate
through scheme-specific mechanisms.

2. Aadhaar-based Identification

Ensures portability and transparency.
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3. Social Security Funds
Separate funds for:

¢ Gigworkers: Gig workers generally do not have a traditional employer—employee
relationship and often lack regular wages, job security, and conventional
employment benefits.

¢ Unorganised workers
¢ Building & construction workers
4. Inspector-cum-Facilitator System

Enables advisory guidance + simplified inspections.

5.2.2.4 Advantages of the Code

¢ Simplification of laws

¢ Expanded coverage

¢ Digital compliance

¢ Recognition of the gig economy

¢ Reduction in paperwork
5.2.2.5 Challenges

¢ Implementation delays
¢ Lack of awareness among unorganised workers

¢ Financial bdrden on small enterprises

5.2.3 Code on Occupational Safety, Health and Working
Conditions, 2020 (€ode 4)

The Code on Occupational Safety, Health and Working Conditions, 2020 seeks to
establish a comprehensive and uniform legal framework for regulating occupational
safety, health and working conditions across different sectors. Its major features include
the following:

1. Consolidate 13 labour laws related to safety and working conditions

The OSHWC Code merges 13 existing central labour laws, including the Factories Act
(1948), Mines Act (1952), Contract Labour Act (1970), Inter-State Migrant Workmen
Act (1979), and Building and Other Construction Workers Act (1996) into a single,
comprehensive legislation. Earlier, different sectors were governed by separate safety
regulations, which were not always consistent with one another. This made compliance
more difficult for employers and created uncertainty for workers regarding the safety
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standards and protections applicable to them. By consolidating these laws, the Code
brings uniformity in definitions, processes, registrations, and enforcement mechanisms.
This consolidation aligns with the recommendations of the Second National Commission
on Labour (2002), which emphasised the need for reducing legislative complexity to
improve worker protection and employer compliance.

2. Modernise workplaces with uniform safety standards

One of the key goals of the Code is to update India’s industrial safety and working
condition standards to reflect modern technologies, new workplace practices, and
emerging risks. Many earlier legislations were based on conditions of the 1940s—1970s
and did not adequately cover automation, chemical hazards, ergonomic risks, or digital
forms of employment. The Code introduces uniform safety norms across factories,
mines, plantations, docks, and other establishments, ensuring that basic safety
requirements are consistent irrespective of location or industry. It empowers the Central
Government to prescribe standards through rules, allowing safety norms to be regularly
updated without passing new laws each time. This makesfthe regulatory framework
flexible, responsive, and aligned with global Occupational Safety and Health (OSH)
conventions of the International Labour Organisation (ILO).

3. Protect the health, safety, and welfare of workers,across sectors

The Code seeks to ensure the well-being of all“categories of workers, including
contract labour, inter-state migrant wotkers, women, and workers in hazardous
industries, by mandating safety measures, working hour limits, welfare provisions, and
health facilities. It includes provisiens,for:

¢ Free annual health che€k-ups,

Safe working hours and overtime limits,
Mandatory e¢énteens, restrooms; and drinking water,
Protection for.women working night shifts,

Safety committees andfsafety officers,

S O

Emergency response and workplace hazard management.

These measures aim to reduce workplace accidents, which continue to be a major
concern. For example, According to Labour Bureau data, reported industrial accidents
in the organised sector numbered several thousand annually, though underreporting
remains a concern, and informal sector accidents are even more underreported. By
expanding coverage to both organised and unorganised establishments, the Code
represents a significant expansion of occupational health and safety regulation across
multiple sectors. It recognises that a healthy and safe workforce is essential for
productivity, economic growth, and the dignity of labour.
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5.2.3.1 Coverage

The

OSHWC Code, 2020 brings under one umbrella a wide range of establishments

and worker categories that were previously governed by different laws. The aim is to
ensure that every worker, irrespective of the sector or nature of employment, receives
minimum standards of safety, health, and welfare. The expanded coverage is explained

below:

a.

Factories: The Code applies to factories involved in manufacturing processes
using power with 10 or more workers, or without power with 20 or more workers.
This replaces the varied thresholds of the earlier Factories Act, ensuring uniform
rules. Coverage includes manufacturing units from textiles and chemicals to
food processing and engineering. The Code mandates safety officers, working-
hour limits, ventilation standards, and emergency protocols.

Mines: Mining is one of the most hazardous occupations, and the Code retains
the stringent safety norms earlier prescribed under the;Mines Act, 1952. It applies
to all underground, open-cast, and above-ground mines: The coverage includes
safety audits, protective equipment, rescue teams, and mandatory reporting of
accidents. India’s mining sector employs ovér 'l million wotkers, many in high-
risk conditions, making this inclusion crucial for worker protection.

Dock Work: The Code covers workers engaged in loading, unloading, storage,
and movement of goods at ports, [replacing the Dock Workers (Safety, Health
and Welfare) Act, 1986. Port activities often inyolve heavy machinery, cranes,
and hazardous environmentsy By ‘standardising safety protocols, the Code
reduces risks of accidents in India’s 12 major ports and numerous minor ports.

Contract Labour: Contract labour provisions apply based on notified thresholds
and establishment=specific criteria prescribed under the Code. This is significant
as contract gvork forms a‘largé share of India’s workforce in construction,
manufacturing, and’services. The Code mandates licensing of contractors,
welfare facilitiés, timely payment of wages, and safety provisions for contract
workers previously excluded from uniform protections.

Motor Transport Workers: Workers engaged in commercial road transportation
such as truck drivers, bus drivers, cleaners, and conductors, are covered. This
replaces the Motor Transport Workers Act, 1961. The Code sets standards for
working hours, rest intervals, medical facilities, and protection from fatigue-
related accidents. In India, where road transport accounts for over 60% of freight
movement, ensuring the safety of transport workers is vital.

Inter-State Migrant Workers: The Code provides protection for migrant
workers who move across state borders for employment. It simplifies registration,
ensures journey allowances, displacement allowance, and provides access to
public distribution and social security schemes. According to Census data and
recent surveys, India has over 11 crore internal migrants, many of whom work
in construction, textiles, and plantations. Their inclusion reflects lessons learned
during the COVID-19 lockdown when migrant vulnerabilities became visible.
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Plantations: Workers in tea, coffee, rubber, and cardamom plantations are
covered, replacing the Plantations Labour Act, 1951. The Code mandates
welfare facilities such as housing, drinking water, medical care, and protection
from chemical exposure. Plantations employ around 8-10 lakh workers, many
from tribal and marginalised communities, making this inclusion socially
significant.

Beedi and Cigar Workers: The Code covers workers engaged in beedi rolling,
cigar making, and related processes, including home-based workers. It replaces
the Beedi and Cigar Workers (Conditions of Employment) Act, 1966. The beedi
industry employs large number of workers, predominantly women working from
home. Inclusion ensures basic welfare facilities, registration, and protection
from exploitative contractors.

Audio-Visual Production Workers: Workers engaged in film, television,
OTT content, advertising, and other media productions are included. This
reflects the modernisation of India’s labour laws to kéep pace with the booming
entertainment industry. The Code covers stunt workets, camera crews, sound
technicians, set designers, and others, ensuring safety during risky shoots, long
hours, and high-intensity production environments.

Gig and Platform Workers (in certain provisions) :¢Though the primary
social security framework for gigiworkers lies in the Social Security Code
(Code 3), The OSHWC Code allows the government to notify safety-related
provisions applicable to platform-based work,/ where feasible, depending on
government notification. Fhis‘includesipeoplé working with ride-hailing apps,
delivery platforms, home-service@pps, and digital marketplaces. Given India’s
rapidly expanding gig econoniy, projected to reach 23.5 million workers by
2030 (NITI Aayog), their partial ificlusion marks a progressive step toward
universal workplace safety:

5.2.3.2 Core Provisions of OSHWC Code

1.

Licensing & Registration

The OSHWC Code simplifies the complex licensing system that previously required
separate licences under different labour laws. It introduces a single, unified licence
for factories, industrial premises, and contractors, reducing bureaucratic delays and
compliance costs, especially for MSMEs. The Code mandates online registration, filing
of returns, and digital maintenance of records, enabling transparency and ease of doing
business. This digital-first approach aligns with the Government of India’s Digital India
initiative and helps labour authorities maintain real-time compliance data.

a.

Single licence for factories, contractors, and industrial premises: Previously,
establishments had to obtain separate licences under Acts like the Factories
Act, Contract Labour Act, and Inter-State Migrant Workmen Act. The unified
licence framework is intended to reduce multiplicity of approvals, subject to
digital infrastructure readiness and rule notification, improving administrative
efficiency and reducing duplication.

22 SGOU - SLM - BBA (Honours ) - Industrial and Labour Laws m

i~

Vilgsog 5
SREENARAYANAGURU
GPEN UNIVERSITY



Online registration and returns: Employers can register establishments, renew
licences, and file compliance reports online through dedicated government
portals. This reduces paperwork, enhances accountability, and supports faster
verification. It also helps workers track establishment compliance digitally.

2. Working Hours

The Code prescribes general working-hour norms while allowing sector-specific and
state-level flexibility, ensuring uniformity and protecting workers from excessive or
exploitative work schedules.

a.

Standard workday: 8 hours: An 8-hour workday, consistent with ILO
conventions, ensures that workers are not subjected to prolonged working hours
without proper rest. Weekly working hours are capped at 48 hours, though states
may allow flexible work arrangements with appropriate safeguards.

Overtime wages: minimum 2x normal wage: Any work beyond the prescribed
working hours must be compensated at double theéyordinary rate of wages.
This protects workers from unpaid overtime and discoutages employers from
overburdening staff. Overtime records mustdbe maintainedidigitally and made
available for inspection.

3. Health & Safety Measures

A central pillar of the Code is the enhancement of health and safety standards across
workplaces. Employers have an obligation to create/hazard-free environments and
monitor worker well-being. Empleyets must provide:

a.

Clean and ventilated' workplace: Adequate ventilation, lighting, temperature
control, and sanitation facilities are required, especially in hazardous industries.
Poor indoor airgquality‘has been linked to occupational illnesses, making this
provision essential.

Safe machinery: Machinery must comply with safety standards, be regularly
inspected, and fitted with protective guards. Employers must ensure preventive
maintenance to ayeid accidents arising from equipment malfunction.

Free annual health check-ups: Annual health examinations are mandatory
for workers in notified establishments, particularly where hazardous processes
are involved. This enables early detection of occupational diseases and reduces
long-term health risks.

Disposal of waste: Safe disposal of industrial waste especially, chemical
and biomedical waste, is mandated to prevent workplace contamination and
environmental damage.

Training in safety practices: Employers are required to provide safety training,
induction programmes, and emergency response instructions. This is crucial for
new workers, contract labourers, and those handling hazardous materials.
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4. Welfare Facilities

The Code mandates essential welfare amenities to ensure workers’ dignity and
quality of life beyond basic safety requirements.

a. Washing, canteen, creche facilities: Clean washing spaces and canteens
are mandatory in establishments employing a specified number of workers.
Creche facilities must be provided in establishments with 50 or more workers,
supporting working mothers and improving child safety.

b. Rest rooms: Comfortable rest rooms or shelters must be provided for workers,
especially in sectors like construction, transport, and manufacturing, where long
hours and physical labour are common.

c. First-aid appliances: Adequate first-aid equipment, trained personnel, and
emergency medical facilities must be available in all establishments. Mines,
factories, and docks must have dedicated first-aid rooms.

d. Welfare officers in establishments with 250+ workers: Establishments
employing the prescribed number of workers must appoint welfare officers as
notified under the rules, responsible for labour welfare measures, grievance
handling, and compliance with safety norms.

5. Inter-State Migrant Workers

The Code brings significant reforms to address long-standing vulnerabilities of
migrant workers, highlighted dramatically duting the €OVID-19 pandemic.

a. Mandatory portability of benefits: The Code enables portability of certain
benefits for migrant workers, §ubject to inter-state coordination and scheme-
specific rules. A singleregistration aAumber ensures seamless access even when
changing employers or locationss

b. Travel allowances Employers must provide annual to-and-fro journey allowance
for migrant workers to visit their home state, ensuring financial relief that was
absent in earlier laws:

c. Helpline and grievance redressal: States must establish dedicated helplines
and mechanisms for quick complaint resolution. This supports migrant workers
who often struggle with language barriers, wage disputes, and a lack of local
support networks.

6. Contract Labour Rules

The Code strengthens protection for contract labour by ensuring accountability of
both contractors and principal employers.

a. Contractors must provide wage slips, safety equipment, and working
condition compliance: Contractors are required to issue digital or physical
wage slips, maintain records, provide personal protective equipment (PPE),
and ensure safe working conditions. This prevents exploitation common in
construction and manufacturing sectors.
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b. Employer responsible for welfare if contractor fails: If the contractor
defaults on wage payments or welfare benefits, the principal employer becomes
responsible. This ensures continuity of worker welfare and prevents labour
disputes.

7. Women Workers

The Code promotes gender equity by expanding opportunities for women while
ensuring their safety and dignity at the workplace.

a. Permission to work night shifts (7 PM-6 AM): Women may work night shifts
based on their choice, creating more employment opportunities in sectors such
as IT, healthcare, hospitality, and manufacturing, with the following safeguards:

i. Safety measures: Employers must ensure adequate lighting, CCTV
surveillance, security personnel, and safe transportation routes.

ii. Consent: Women must provide written gonsent for night work to
prevent coercion.

iii. Transport facilities: Safe, reliable ttansport to and from the workplace
must be provided, including pick-up and drop-off services.

This section aligns with global trends engduraging women’sworkforce participation
while maintaining safety and respect.

5.2.3.3 Duties of Employers

The OSHWC Code clearly/outlines the fesponsibilities of employers to ensure safe,
healthy, and humane working enviroriments. These duties are essential for preventing
industrial accidents, promoting worker well-being, and maintaining compliance with
national labour standards.

1. Ensure workplacesafety

Employers are legally requiréd to maintain a hazard-free workplace by implementing
engineering controls, safety protocols, and preventive maintenance. This includes
ensuring proper lighting, ventilation, emergency exits, machine guarding, and adherence
to prescribed safety standards. Regular safety audits and risk assessments must be
conducted to identify potential hazards. The emphasis is on prevention rather than
merely responding to accidents, aligning with global occupational safety principles set
by the International Labour Organisation (ILO).

2. Provide personal protective equipment (PPE)

Employers must supply workers with appropriate PPE such as helmets, gloves,
safety shoes, goggles, harnesses, masks, and hearing protection, at no cost. PPE must
meet quality standards, be regularly inspected, and replaced when necessary. In sectors
like construction, chemical plants, mines, and heavy engineering, PPE is crucial for
reducing exposure to hazardous substances and preventing injuries. Employers must
also ensure that workers use PPE correctly and consistently.
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3. Report accidents

All accidents, dangerous occurrences, and occupational diseases must be reported
to the authorities within the prescribed time. This includes both fatal and non-fatal
incidents. The Code mandates digital or written reporting to ensure transparency,
accountability, and prompt investigation. Accurate accident reporting is essential for
analysing workplace risks, enforcing compliance, and providing compensation or
benefits to affected workers and their families.

4. Conduct safety training

Employers must organise regular training programmes to educate workers on safe
operating procedures, emergency responses, hazard recognition, and proper use of
machinery and equipment. Training is especially important for new workers, contract
labour, and those working in hazardous occupations. The Code requires documented
training sessions so that workers remain updated on safety protocols, reducing the
likelihood of human error, a major cause of industrial accidents.

5. Maintain registers and records

Employers must keep comprehensive records of workers, working hours, overtime,
shift schedules, wages, accidents, medical examinations, and safety training. These
records must be maintained digitally or in pfescribed, formatszand made available for
inspection by labour authorities. Proper/record-keeping ensures legal compliance,
facilitates dispute resolution, and supports the monitoring of workplace health and
safety trends.

3.2.3.4 Rights of Employees

The OSHWC Code recognises workers as key stakeholders in workplace safety
and gives them severdl important tights.to safeguard their health, dignity, and security.
These rights empower empleyees to participate actively in maintaining safe working
environments.

1. Right to information ondhazards

Employees have the right to be informed about all workplace hazards such as chemical,
physical, biological, mechanical, or environmental that may affect their health or safety.
Employers must display safety notices, maintain hazard communication systems, and
label dangerous substances clearly. Workers must be informed about potential risks
through manuals, signage, and spoken instructions. This transparency enables workers
to take informed precautions and promotes a culture of safety.

2. Right to safety training

Every worker is entitled to proper training on safe work procedures, handling of
machinery, emergency response, and use of personal protective equipment (PPE).
The Code mandates employers to conduct training during induction and periodically
thereafter. Training is especially critical for contract workers, new recruits, and those
in high-risk sectors like construction, mining, manufacturing, and chemical processing.
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3. Right to refuse work in dangerous conditions

Employees may refuse work that poses imminent danger, subject to reporting
procedures and verification mechanisms prescribed under the Code. Upon reporting
the hazard, the employer or safety committee must immediately address the issue. The
worker cannot be punished, dismissed, or discriminated against for exercising this
right. This provision is inspired by international best practices in occupational safety;
ensuring workers are not compelled to undertake unsafe tasks.

4. Right to medical examination

Workers are entitled to free medical examinations, especially in hazardous
occupations. This includes periodic health check-ups, emergency medical tests after
exposure to toxic substances, and fitness assessments. The purpose is early detection
of occupational diseases and prevention of long-term health damage. Employers must
maintain medical records and share relevant findings with employees.

3.2.3.5 Inspector-cum-Facilitator

The OSHWC Code introduces a modern compliance model by transforming
traditional “inspectors” into Inspector-cum-Facilitators. This shift focuses on guidance,
prevention, and transparency rather than punitiverinspection alone.

1. Conduct inspections digitally

Inspections may be planned, surprise-based, or technology-driven. Inspectors can
use digital checklists, risk-based inspection systems,LLCTV footage, and online records
to monitor compliance. Establishments must upload registers, licences, and accident
reports online, enabling smoother and faster inspections. This reduces rent-seeking
behaviour, increases transpareney, and promotes ease of doing business.

2. Provide guidafce instead of penalties for minor violations

For first-time or mifor non-serious violations, inspectors may provide advisory
guidance for minor violations, while penalties are imposed in accordance with statutory
provisions. The emphasi§iis’on education, compliance, and risk mitigation. Penalties
are reserved for serious, wilful, or repeat violations. This approach benefits MSMEs
that may unintentionally commit procedural lapses due to lack of awareness.

3.2.3.6 Penalties

The OSHWC Code introduces a graded penalty system that distinguishes between
minor, major, and repeated violations, ensuring fairness and deterrence. The penalties
are stronger than previous laws to improve employer accountability.

1. %2-3 lakh fine for safety violations

For general safety and health-related contraventions such as lack of PPE, unsafe
machinery, or inadequate welfare facilities employers may face fines ranging from 2
lakh to %3 lakh, depending on severity and risk involved. This aims to ensure basic
compliance and prevent avoidable accidents.
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2. Imprisonment up to 2 years for serious violations

Serious violations that result in death or serious bodily injury, such as failure to
follow mandatory safety protocols or negligence in hazardous industries may attract
imprisonment as prescribed by the Code in cases involving grave negligence or repeated
violations. Courts may also impose fines in addition to imprisonment. This provision
serves as a strong deterrent against gross negligence.

3. Higher penalties for repeat offences

The Code provides for enhanced penalties if an employer repeats the same offence
within three years. This may include higher fines, extended imprisonment, or stricter
enforcement actions. Repeat offenders may also face cancellation of licence, closure
of operations, or restrictions on hiring contract labour. The objective is to encourage
sustained compliance rather than temporary corrective action.

® Recap

¢ The Code on Social Security, 2020 consolidates nine Central labour laws
relating to social security into a commen legal ftamework.

¢ The Code seeks to extend gocial-security protection to organised,
unorganised, gig and platform workers.

¢ Major areas covered by the. Codeinclude provident fund, employees’ state
insurance, gratuity, maternity benefitsiand other social-security measures.

¢ The Employees’ Provident Eund (EPF) provides retirement savings, while
the associated pension and insurance schemes provide additional financial
protection,

¢ The Employees’sState, Insurance (ESI) scheme provides benefits such as
medical,; sickness, maternity and disability benefits.

¢ The Code formallyfecognises gig and platform workers and provides for
social-security schemes for them.

¢ The OSHWC Code, 2020 consolidates 13 Central labour laws relating to
occupational safety, health and working conditions.

¢ The OSHWC Code covers various categories of workers, including those
in factories, mines, plantations, contract labour, transport and inter-State
migrant employment.

¢ The Code provides for working-hour norms, overtime wages, health and
safety measures and welfare facilities such as canteens, restrooms, first-
aid facilities and creches.

¢ The OSHWC Code specifies duties of employers and rights of employees
and introduces the Inspector-cum-Facilitator approach to workplace
compliance.
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Objective Questions

How many Central labour laws are consolidated under the Code on
Social Security, 20207

Name two categories of workers specifically recognised under the Code
on Social Security, 2020.

What is the main purpose of the Employees’ Provident Fund?
What are the major benefits provided under the ESI scheme?
What is gratuity?

What is meant by a gig worker?

How many Central labour laws are consolidatedyunder the OSHWC
Code, 2020?

What is the purpose of personal protective equipment (PPE) at the
workplace?

What is the role of an Inspector-cum-Facilitator?

. Name any two welfare facilities provided foy workers under the OSHWC

Code.

Answers

The Codeon Social Security, 2020 consolidates nine Central labour laws
relating to social security.

Gig workers and platform workers are two categories specifically
recognised under the Code.

The main purpose of EPF is to provide employees with financial security
through retirement savings.

ESI provides benefits such as medical, sickness, maternity and disability
benefits.

Gratuity is a statutory benefit provided to eligible employees in
recognition of their service.

A gig worker is a person engaged in short-term or task-based work
without a traditional employment relationship.
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7. The OSHWC Code, 2020 consolidates 13 Central labour laws relating to
occupational safety, health and working conditions.

8. PPE protects workers from workplace hazards and the risk of injury or
exposure to dangerous substances.

9. An Inspector-cum-Facilitator conducts inspections and also provides
guidance to establishments regarding compliance with workplace safety
and labour requirements.

10. Canteens and creche facilities are two examples of welfare facilities
provided under the OSHWC Code.

Self - Assessment Questions

1. Explain the objectives of the Code on Social Security, 2020.

2. Discuss the significance of extending “secial-security protection to
unorganised, gig and platform workers:

3. Explain the major features of the EPF and ESI schemes under the social-
security framework.

4. Discuss the provisionsarélating to gratuity’and maternity benefits under
the Code on Social Security, 2020.

5. Explain the role| of social-security funds and digital registration
mechanismsander the Code.

6. Explainghe objectives and significance of the Occupational Safety, Health
and Wotking.€Conditions Code, 2020.

7. Discuss the coverage of the OSHWC Code with reference to factories,
mines, contractlabour and inter-State migrant workers.

8. Explain the major provisions relating to working hours, overtime and
workplace health and safety.

9. Discuss the duties of employers and rights of employees under the
OSHWC Code.

10. Explain the role of the Inspector-cum-Facilitator in ensuring compliance
with occupational safety and health requirements.
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Assignments

Analyse how the Code on Social Security, 2020 seeks to broaden social-
security protection in India, with particular reference to organised
workers, unorganised workers, gig workers and platform workers.
Discuss the role of EPF, ESI, gratuity, maternity benefits and social-
security funds in achieving this objective.

Analyse how the Occupational Safety, Health and Working Conditions
Code, 2020 seeks to create a safer and more regulated working
environment. Discuss its provisions relating to workplace safety, working
hours, welfare facilities, contract labour, inter-State migrant workers and
the duties of employers.
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SREENARAYANAGURU OPEN UNIVERSITY
Model Question Paper (SET- 1)

QP CODE: ......... Reg. No:.vveeeeiiees

FIFTH SEMESTER BACHELOR OF BUSINESS ADMINISTRATION (BBA -
HONOURS) EXAMINATION
MINOR DISCIPLINE COURSES
SGB24L.W201MI — INDUSTRIAL AND LABOUR LAWS
(CBCS - UQG)
2024 - 2025 — Admission Onwards

Time: 3 Hours Max Marks: 70

SectionA
(Answer any 8, each carries 1 mark)
(8x1=8)

1. Which Article of the Indian Constitution guarantees equality before the law?

2. The International Labour Organtsation (ILO) was established in:

3. The Factories Aet,"1948 primarilyddeals with:

4.  Which legislation_deals specifically with the regulation of payment of wages
and deductionsifrom wages?

5. Retrenchment generally refers to:

6. The Trade Unions (Amendments) Act referred to in the syllabus was enacted
in:

7. The Labour Laws (Simplification of Procedure for Furnishing Returns and
Maintaining Registers by Certain Establishments) Act was enacted in:

8. Alabour law audit is primarily concerned with:

9. Which Code deals primarily with minimum wages, payment of wages and
bonus?

10. The Occupational Safety, Health and Working Conditions Code, 2020 primarily
concerns:
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11.
12.
13.
14.
15.
16.
17.
18.

19.
20.

21.

22.

23.

24.

25.

26.

Section B
(Answer any 6, each carries 2 marks)
(6x2=12)

What is meant by Fundamental Rights in the Indian Constitution?
What is the purpose of the POSH Act, 2013?
What is meant by equal remuneration?
What is meant by downsizing?
What is meant by labour law compliance?
What is a labour law audit?
What is the Code on Wages, 2019?
What is the purpose of the Code on Social Security, 20207

Section C
(Answer any 6, each carries 5 marks)
(6x5=30)
Explain the relationship between FundamentalRights and labour laws in India.

Explain the significange of Article, 16 in public employment and reservation
policies.

Explain the majomprovisions relating to health, safety and welfare of workers
under the FaCtories Act, 1948.

Discuss the sighificance of the Payment of Bonus Act, 1965 and Equal
Remuneration Act, 1976 in protecting employees’ wage interests.

Explain the meaning and causes of industrial disputes under the Industrial
Disputes Act, 1947.

Explain the objectives and functions of trade unions under the Trade Unions
Act, 1926.

Explain the major objectives of the Labour Laws (Simplification of Procedure
for Furnishing Returns and Maintaining Registers by Certain Establishments)
Act, 1988.

Explain the major provisions of the Industrial Relations Code, 2020 relating to
trade unions, industrial disputes and employment relations.
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Section D
(Answer any 2, each carries 10 marks)
(2x10=20)

27. Explain the relationship between Fundamental Rights and labour laws in India.
Discuss the relevance of Articles 14, 16, 19 and 21 in protecting the rights and
interests of workers.

28. Analyse the role of the POSH Act, 2013 and the Child and Adolescent Labour
(Prohibition and Regulation) Act, 1986 in protecting vulnerable groups in the
workplace. Explain the major provisions and their importance.

29. Discuss the significance of the Industrial Disputes Act, 1947, Industrial Disputes
(Central) Rules, 1957 and Industrial Employment (Standing Orders) Act, 1946
in maintaining industrial discipline and regulating employment relations.
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SREENARAYANAGURU OPEN UNIVERSITY
Model Question Paper (SET- 2)

QP CODE: ......... Reg. No:.vveeeeiiees

FIFTH SEMESTER BACHELOR OF BUSINESS ADMINISTRATION (BBA -
HONOURS) EXAMINATION
MINOR DISCIPLINE COURSES
SGB24L.W201MI — INDUSTRIAL AND LABOUR LAWS
(CBCS - UQG)
2024 - 2025 — Admission Onwards

Time: 3 Hours Max Marks: 70

SectionA
(Answer any 8, each carries 1 mark)
(8x1=8)
1. The principle of equal pay for equal workiis primarily associated with:

2. Which Article of the Constitutton prohibits trafficking in human beings and
forced labour?

3. The Building and Other Construction Workers Act was enacted in:

4.  Which legislation provides social insurance benefits including medical benefits
to eligible employees?

The Industrial Disputes (Central) Rules were framed in:
Collective bargaining refers to:

Labour registers are primarily maintained to:

® =N

Which of the following is an important source of evidence during a labour law
audit?

9. The Industrial Relations Code, 2020 primarily deals with:

10. Which Labour Code specifically provides a framework for social security
coverage, including provisions relating to unorganised, gig and platform
workers?
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11.
12.
13.
14.
15.
16.
17.
18.

19.
20.

21.

22.

23.

24.

25.

26.

Section B
(Answer any 6, each carries 2 marks)
(6x2=12)
What is meant by decent work?
What is Employees’ State Insurance (ESI)?
What is meant by child labour?
What are Standing Orders?
What is a trade union?
What is a statutory register?
State one objective of the 1988 Simplification of Procedure Act.

What is meant by the Industrial Relations Code, 20202

Section C
(Answer any 6, each carries 5 marks)
(6x5=30)
Explain the aims and objectives of the International Labour Organisation (ILO).

Discuss the significanée of Articles 23 and 24 in protecting workers from
exploitation.

Explain the objeetives and important provisions of the Contract Labour
(Regulation@nd Abolition) Aét; 1970.

Explain the ebjéctives and major benefits provided under the Employees’
State Insurance Act, 1948 and Employees’ Provident Funds and Miscellaneous
Provisions Act, 1952¢

Distinguish between lay-off, retrenchment, downsizing and termination of
employment.

Discuss the important provisions and significance of the Trade Unions
(Amendments) Act, 2001.

Explain the major steps involved in conducting an industrial and labour laws
audit.

Explain the major provisions of the Occupational Safety, Health and Working
Conditions Code, 2020 relating to workplace safety, health, welfare and working
conditions.
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Section D
(Answer any 2, each carries 10 marks)
(2x10=20)

27. Explain the aims and objectives of the International Labour Organisation.
Discuss its role in setting labour standards, developing labour policies and
promoting decent work.

28. Examine the importance of social security legislation in India. Discuss the
major provisions of the Employees’ Compensation Act, 1923, Employees’
State Insurance Act, 1948, Employees’ Provident Funds and Miscellaneous
Provisions Act, 1952 and Payment of Gratuity Act, 1972.

29. Describe the process of conducting an Industrial and Labour Laws Audit.
Explain the major stages involved in identifying applicable laws, examining
registers and records, verifying statutory returns and identifying instances of
non-compliance.
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