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Unit | - Remuneration for Labour

Introduction

Labour Law Il deals with the rights and protections given to workers in different
areas of employment. One of the most important parts of this subject is
remuneration for labour. Remuneration simply means the payment that a worker
receives in return for the work done. It includes wages, salary, bonus, allowances
and other monetary benefits.

In India, labour laws relating to wages were introduced to prevent exploitation of
workers. During the early industrial period, workers were often paid very low
wages, wages were delayed, and unfair deductions were made. To protect
workers and to ensure social justice, the government enacted various laws.
These laws aim to ensure fair wages, timely payment, equality and dignity of
labour.

This unit mainly discusses the legal framework governing wages, minimum wages,
bonus and equal remuneration.

Concept of Remuneration

Remuneration means any payment given to an employee for services rendered. It
may be paid daily, weekly or monthly. It may include basic wages, dearness
allowance, overtime wages, incentives and bonus.

The purpose of regulating remuneration through law is to ensure the following
objectives:

First, to guarantee that workers receive wages on time.
Second, to prevent unauthorized deductions from wages.
Third, to ensure that workers receive at least the minimum wage required for
survival.
Fourth, to promote equality between men and women in employment.

Thus, remuneration laws are closely connected with the idea of social and economic
justice.




Payment of Wages Act, 1936

The Payment of Wages Act, 1936 was enacted to regulate the payment of wages to
certain classes of workers.

The main objective of this Act is to ensure that workers receive their wages in a
timely manner and that employers do not make unfair or unauthorized
deductions.

Under this Act, the employer is responsible for payment of wages. Wages must be
paid within a prescribed time limit. In establishments employing less than one
thousand workers, wages must be paid before the seventh day of the following
month. In establishments employing more than one thousand workers, wages
must be paid before the tenth day.

The Act also specifies the mode of payment. Wages may be paid in cash, by cheque
or through bank transfer.

The Act strictly regulates deductions. Only certain deductions are permitted, such as
deductions for absence from duty, fines, damage or loss caused by the
employee, house accommodation and income tax. Any unauthorized deduction is
illegal.

If an employer violates the provisions of the Act, the employee can approach the
prescribed authority and claim compensation.

This Act plays an important role in protecting workers from exploitation and ensuring
financial discipline in employment.

Minimum Wages Act, 1948

The Minimum Wages Act, 1948 was enacted to prevent exploitation of labour by
fixing minimum wages in certain employments.

The main purpose of this Act is to ensure that workers receive at least the minimum
amount necessary for survival. Without such a law, employers might pay very low
wages, especially to unskilled workers.

Under this Act, the appropriate government fixes minimum wages for different
categories of employment. Wages may differ based on the type of work such as



skilled, semi skilled and unskilled work. They may also differ based on
geographical areas.

The Act provides that minimum wages must be revised at regular intervals, generally
not exceeding five years.

If a worker works overtime, he or she must be paid at a higher rate than the normal
wage rate.

Advisory boards are constituted to assist the government in fixing and revising
minimum wages.

The importance of this Act lies in its contribution to social justice. It ensures that
workers receive fair compensation for their labour and are able to maintain a
basic standard of living.

Payment of Bonus Act, 1965

The Payment of Bonus Act, 1965 was enacted to provide for the payment of bonus
to employees in certain establishments.

This Act applies to factories and establishments employing twenty or more persons.

An employee who has worked for at least thirty days in a year is eligible to receive a
bonus under this Act.

The Act provides for a minimum bonus of eight point three three percent of the
salary and a maximum bonus of twenty percent.

Even if the employer does not earn profit, the minimum bonus must be paid to
eligible employees.

The concept of bonus is based on the principle that workers contribute to the profits
of the establishment and therefore deserve a share in the gains.

Equal Remuneration Act, 1976

The Equal Remuneration Act, 1976 was enacted to ensure equal pay for equal work
for men and women.



The main objective of this Act is to prevent gender discrimination in matters of
wages and recruitment.

The Act provides that men and women performing the same or similar work must be
paid equal remuneration. Employers are also prohibited from discriminating
against women at the time of recruitment.

This Act promotes gender equality and supports the constitutional principle of
equality.

Code on Wages, 2019

In recent years, the government consolidated various wage related laws into a single
law known as the Code on Wages, 2019.

This Code replaces the Payment of Wages Act, the Minimum Wages Act, the
Payment of Bonus Act and the Equal Remuneration Act.

The Code provides a uniform definition of wages and extends the concept of
minimum wages to all employees. It also promotes digitization and transparency
in wage payments.

The Code aims to simplify labour laws and ensure better implementation.

Conclusion

Remuneration for labour is one of the most important aspects of labour law. It
ensures that workers receive fair and timely payment for their services. Through
various laws, the government has attempted to prevent exploitation, promote
equality and ensure economic justice.

The evolution from separate wage laws to the Code on Wages reflects the effort to
modernize and simplify labour regulation in India.

Understanding this unit is essential for examinations, as it forms the foundation of
wage protection in labour law.



Unit Il - Wages and Bonus

Unit Il mainly deals with three important laws that protect workers in matters of
wages and bonus. These laws ensure that workers receive fair wages, minimum
wages and statutory bonus. They are essential for examinations because they
form the foundation of wage protection in India.

This unit covers:

Minimum Wages Act, 1948
Payment of Wages Act, 1936
Payment of Bonus Act, 1965

Each Act must be studied under the following headings for exam purposes:
Objectives, Applicability, Important Definitions, Main Provisions, Authorities,
Penalties and Importance.

1. Minimum Wages Act, 1948

The Minimum Wages Act, 1948 was enacted to prevent exploitation of labour by
fixing minimum wages in certain employments.

Objective

The main objective of this Act is to ensure that workers are paid at least a minimum
wage sufficient for survival. Before this Act, many employers paid extremely low
wages, especially to unskilled labourers. The Act aims to provide social justice
and economic security.

Applicability

The Act applies to employments listed in the Schedule of the Act. These are called
scheduled employments. Both Central and State Governments are empowered
to fix minimum wages for different employments under their jurisdiction.

Important Definitions



Minimum wage means the lowest wage that must be paid to a worker regardless of
the employer’s financial condition.

Employee means any person employed for hire or reward in a scheduled
employment.

Appropriate government means the Central or State Government depending on the
type of employment.

Fixation of Minimum Wages

The government fixes minimum wages based on:

Type of work such as skilled, semi skilled and unskilled
Nature of employment
Geographical area

Minimum wages may consist of:

Basic rate of wages
Cost of living allowance
All inclusive rate

Revision of Wages

Minimum wages must be reviewed and revised at regular intervals not exceeding
five years.

Overtime

If a worker works beyond normal working hours, he or she must be paid overtime
wages at a higher rate.

Advisory Boards

The Act provides for the constitution of advisory boards to assist the government in
fixing and revising wages.

Importance



This Act ensures that workers are not paid below subsistence level. It reflects the
constitutional principle of social justice and protection of labour.

2. Payment of Wages Act, 1936

The Payment of Wages Act, 1936 was enacted to regulate the payment of wages
and to prevent unauthorized deductions.

Objective

The main objective is to ensure timely payment of wages and to protect workers
from arbitrary deductions by employers.

Applicability

Originally, the Act applied to certain classes of employees drawing wages below a
prescribed limit. Over time, the wage limit has been increased.

Meaning of Wages

Wages include all remuneration expressed in money, such as basic pay and
allowances. It does not include bonus that is not part of regular wages or
employer contributions to provident fund.

Responsibility for Payment

The employer is responsible for payment of wages to employees.

Time of Payment

In establishments employing less than one thousand persons, wages must be paid
before the seventh day of the following month.

In establishments employing one thousand or more persons, wages must be paid
before the tenth day.



Mode of Payment

Wages may be paid in currency, by cheque or through bank transfer.

Permissible Deductions

Only certain deductions are allowed, such as:

Fines
Absence from duty
Damage or loss
House accommodation
Income tax

Any deduction not authorized by the Act is illegal.

Authorities and Penalties

Employees can file claims before the prescribed authority. The authority can order
payment of wages and compensation. Employers who violate the Act may be
punished with fine or imprisonment.

Importance

This Act ensures discipline in wage payment and protects workers from exploitation
through delayed wages or excessive deductions.

3. Payment of Bonus Act, 1965

The Payment of Bonus Act, 1965 provides for payment of bonus to employees in
certain establishments.

Objective

The objective of the Act is to ensure that employees receive a share in the profits of
the establishment. Bonus is considered a reward for the contribution made by
employees to the growth of the organization.



Applicability
The Act applies to factories and establishments employing twenty or more persons.
Eligibility

An employee who has worked for at least thirty days in a year is entitled to receive
bonus.

There is a salary limit prescribed by the government for eligibility.

Minimum and Maximum Bonus
The Act provides for:

Minimum bonus of eight point three three percent of wages
Maximum bonus of twenty percent of wages

Even if the employer suffers loss, the minimum bonus must be paid subject to
certain conditions.

Calculation of Bonus

Bonus is calculated based on allocable surplus, which is derived from the profits of
the establishment.

Set On and Set Off

If the allocable surplus exceeds the maximum bonus limit, the excess can be carried
forward for future years.
If there is deficiency in allocable surplus, it can be adjusted against future
surplus.

Importance

The Act promotes industrial harmony by allowing employees to share in the
prosperity of the establishment. It strengthens the relationship between employer
and employee.



Relationship Between the Three Acts

The Minimum Wages Act ensures that workers receive at least the minimum wage
required for survival.

The Payment of Wages Act ensures that wages are paid on time and without illegal
deductions.

The Payment of Bonus Act ensures that workers receive a share in the profits of the
establishment.

Together, these laws provide a comprehensive framework for wage protection in
India.

Conclusion

Unit Il is very important for examinations because it deals with core labour welfare
legislation. These laws reflect the constitutional vision of social and economic
justice. They aim to protect workers from exploitation, ensure fair remuneration
and promote industrial peace.

A well structured answer in the examination should include objectives, key
provisions, applicability, authorities and importance of each Act.

If you want, | can now prepare a fifteen mark model answer exactly in university
writing style for direct reproduction in exams.



Unit lll — Social Security

Introduction

Social Security is an important part of labour law. It refers to protection provided to
workers against risks such as accidents, sickness, disability, maternity and death.
Workers often face uncertainties during employment. If they suffer injury or
illness, they may lose their income. Social security laws ensure that workers and
their families are financially protected in such situations.

Unit Il mainly covers two important legislations:

Workmen’s Compensation Act, 1923
Employees State Insurance Act, 1948

Both Acts aim to provide financial and medical protection to employees.

1. Workmen’s Compensation Act, 1923

The Workmen's Compensation Act, 1923 was enacted to provide compensation to
workers for injuries arising out of and in the course of employment. This Act is
now known as the Employees Compensation Act, but in many universities it is
still referred to by its original name.

Objective

The main objective of the Act is to make the employer liable to pay compensation if
a worker suffers personal injury due to an accident during employment.

Before this law, injured workers had to file civil suits and prove negligence of the
employer. This was difficult and time consuming. The Act simplified the process
and made compensation a statutory right.

Applicability

The Act applies to certain classes of workers such as factory workers, railway
employees, construction workers and others mentioned in the Schedule.



It applies only when the injury is caused by an accident arising out of and in the
course of employment.

Conditions for Compensation

Compensation is payable when:

The injury is caused by an accident
The accident arises out of employment
The accident occurs during employment
The injury results in death or disablement

Compensation is not payable if the injury does not result in disablement for more
than three days or if the accident was caused by intoxication or wilful
disobedience.

Types of Disablement

Temporary total disablement
Temporary partial disablement
Permanent total disablement
Permanent partial disablement

The amount of compensation depends on the nature of disablement and the wages
of the worker.

Example

Suppose a factory worker named Ravi is operating a machine. During work, his
hand gets caught in the machine and he loses two fingers. This accident
happened during working hours and while performing his duty. Under the Act, the
employer is liable to pay compensation based on the percentage of permanent
partial disablement and Ravi’'s monthly wages.

If the injury had resulted in death, the compensation would be paid to his
dependents such as wife or children.

Compensation Calculation

Compensation is calculated based on:



Monthly wages of the worker
Age of the worker
Nature of injury

The Act provides a formula and factors in the Schedule for calculation.

Authorities

The Commissioner for Workmen’s Compensation is appointed to decide disputes
and determine compensation.

Importance

This Act ensures financial protection to workers and their families in case of
employment related accidents. It promotes responsibility among employers to
maintain safe working conditions.

2. Employees State Insurance Act, 1948

The Employees' State Insurance Act, 1948 is a comprehensive social security
legislation providing medical and cash benefits to employees.

Objective

The objective of this Act is to provide protection against sickness, maternity,
disablement and death due to employment injury.

Unlike the Workmen’s Compensation Act, this Act provides broader benefits
including medical care.

Applicability

The Act applies to factories and certain establishments employing a prescribed
number of employees. It generally applies to employees earning wages below a
specified limit.

The Act is administered by the Employees State Insurance Corporation.



Contributions

Both employer and employee contribute a fixed percentage of wages to the ESI
fund.

The fund is used to provide benefits to insured persons.

Benefits under the Act

Sickness benefit
Maternity benefit
Disablement benefit
Dependents benefit
Medical benefit
Funeral expenses

Example

Suppose Meena works in a textile factory covered under the ESI Act. She falls
seriously ill and is unable to attend work for one month. Since she is covered
under ESI, she receives sickness benefit in the form of cash compensation and
free medical treatment at an ESI hospital.

In another case, if a worker meets with an accident in the factory and becomes
permanently disabled, he will receive disablement benefit periodically from the
ESI Corporation.

If a worker dies due to employment injury, his dependents receive monthly
payments.

Difference from Workmen’s Compensation Act

The Workmen’s Compensation Act provides only compensation for employment
injuries.

The Employees State Insurance Act provides comprehensive benefits including
medical treatment, sickness benefits and maternity benefits.

If an employee is covered under the ESI Act, he cannot claim compensation under
the Workmen’s Compensation Act for the same injury.



Importance

The ESI Act provides a social insurance scheme. It protects workers not only from
accidents but also from health related risks. It promotes welfare of employees
and social justice.

Conclusion

Unit 11l focuses on social security measures for workers. The Workmen’s
Compensation Act ensures compensation for employment injuries, while the
Employees State Insurance Act provides a wider range of benefits including
medical and maternity benefits.

Both laws reflect the constitutional principles of social welfare and protection of
labour. They ensure that workers and their families are not left without support
during difficult times.

For examination purposes, students should clearly explain objectives, applicability,
types of benefits, authorities and give practical examples to secure higher marks.

If you want, | can now prepare a fifteen mark model answer ready for writing in
exams or provide important case laws related to these Acts.



Unit IV — Retirement Benefits

Introduction

Retirement benefits are an important part of labour welfare and social security. Every
employee works hard throughout his or her service period with the expectation of
financial security after retirement. When a person becomes old or retires from
service, regular income usually stops. Therefore, the law provides certain
retirement benefits to ensure economic stability and dignity in old age.

Unit IV mainly deals with three important retirement benefits:

Provident Fund
Pension Scheme
Payment of Gratuity Act, 1972

These benefits protect employees after retirement and also provide support in cases
of death or permanent disability.

l. Provident Fund

The Provident Fund is governed mainly by the Employees' Provident Funds and
Miscellaneous Provisions Act, 1952.

Meaning of Provident Fund

Provident Fund is a savings scheme where both employer and employee contribute
a certain percentage of wages every month. The total amount, along with
interest, is paid to the employee at the time of retirement or resignation.

It acts as a compulsory savings system for employees.

Objective

The main objective of the Provident Fund scheme is to provide financial security
after retirement. It ensures that an employee accumulates savings during the
working period.



Applicability

The Act applies to factories and establishments employing a prescribed number of
persons. It generally applies to employees earning wages below a specified limit,
though employees earning higher wages may also join voluntarily.

Contributions

Both employer and employee contribute a fixed percentage of the basic wages and
dearness allowance to the Provident Fund account.

The amount is deposited in the employee’s individual account maintained by the
Provident Fund Organisation.

Withdrawal of Provident Fund

The employee can withdraw the full amount:

On retirement
On permanent disability
On resignation after completing required service

Partial withdrawals are also allowed for specific purposes such as:

Medical treatment
Marriage of children
Construction or purchase of house

Example

Suppose Ramesh works in a company for thirty years. Every month, both he and his
employer contribute to his Provident Fund account. After retirement at the age of
sixty, he receives a lump sum amount accumulated with interest. This amount
helps him meet his financial needs after retirement.

Importance

The Provident Fund encourages long term savings and provides economic
independence to retired employees.



Il. Pension Scheme

The Pension Scheme is introduced under the Provident Fund Act and is known as
the Employees Pension Scheme.

Meaning of Pension

Pension is a monthly payment made to an employee after retirement. Unlike
Provident Fund, which is paid as a lump sum, pension is paid regularly every
month.

Objective

The objective of the pension scheme is to provide a steady source of income after
retirement and to ensure social security in old age.

Types of Pension

Superannuation pension which is given on attaining the age of retirement.
Early pension which is given before normal retirement age under certain
conditions.

Disablement pension if the employee becomes permanently disabled.
Family pension in case of death of the employee.

Contribution

A portion of the employer’s contribution to the Provident Fund is diverted to the
Pension Scheme.

Eligibility

An employee must complete a minimum number of years of service to be eligible for
pension benefits.

Example



If Suresh works in a factory for twenty five years and retires at the age of sixty, he
will receive a monthly pension under the scheme. If he dies after retirement, his
wife may receive family pension.

Importance

The pension scheme ensures long term financial support. It prevents dependency on
others and promotes dignity in old age.

lll. Payment of Gratuity Act, 1972

The Payment of Gratuity Act, 1972 provides for payment of gratuity to employees on
termination of employment after continuous service.

Meaning of Gratuity

Gratuity is a lump sum amount paid by the employer as a token of appreciation for
long and continuous service.

It is not a monthly contribution like Provident Fund. It is paid by the employer at the
end of employment.

Objective

The objective of the Act is to reward employees for long and meritorious service and
to provide financial assistance at the time of retirement.

Applicability

The Act applies to factories, mines, oilfields, plantations, shops and establishments
employing ten or more persons.

Eligibility

An employee must complete at least five years of continuous service to be eligible
for gratuity.



However, in case of death or permanent disablement, the condition of five years is
not required.

When Gratuity is Payable

On retirement
On resignation
On death
On permanent disablement

Calculation of Gratuity

Gratuity is calculated based on:

Last drawn wages
Number of years of service

The Act provides a formula for calculation. There is also a maximum limit prescribed
by the government.

Forfeiture of Gratuity

Gratuity may be forfeited if the employee is dismissed for:

Willful misconduct
Violence
Damage to property

Example

Suppose Anita works in a company for fifteen years and then resigns. She is entitled
to gratuity because she has completed more than five years of service. The
employer calculates gratuity based on her last drawn salary and years of service
and pays her a lump sum amount.

If an employee dies during service, gratuity is paid to his or her nominee.

Importance



Gratuity is a statutory right. It provides financial support at the end of service and
recognizes loyalty and dedication of employees.

Difference Between Provident Fund,
Pension and Gratuity

Provident Fund is a contributory savings scheme paid as a lump sum.
Pension is a monthly payment after retirement.
Gratuity is a lump sum paid by the employer as a reward for long service.

Together, these three benefits provide comprehensive retirement security.

Constitutional Perspective

Retirement benefits are connected with the Directive Principles of State Policy,
especially the principle of social and economic justice. The State has a duty to
protect workers in old age and ensure humane conditions of work.

Conclusion

Unit IV deals with retirement benefits that ensure financial security after the end of
employment. Provident Fund promotes savings, pension ensures regular income
and gratuity rewards long service.

These benefits reflect the welfare nature of Indian labour legislation. They protect
employees not only during service but also after retirement.

For examination purposes, students should clearly explain objectives, applicability,
eligibility, calculation and importance of each benefit along with suitable
examples.



If you want, | can also prepare a fifteen mark model answer in strict university exam
format for direct writing in the examination.



Unit V — Labour Welfare

Introduction

Labour welfare is one of the most important aspects of labour legislation in India.
Welfare measures are designed to improve the working and living conditions of
workers. The concept of labour welfare is based on the idea that workers are not
merely instruments of production but human beings who deserve dignity, safety
and equality.

Labour welfare laws aim to protect the physical health, moral well being and
economic interests of employees. Unit V mainly deals with three important
welfare legislations:

Factories Act, 1948
Equal Remuneration Act
Maternity Benefit Act

These laws promote safe working conditions, gender equality and protection of
motherhood.

The Factories Act, 1948

The Factories Act, 1948 is one of the most significant labour welfare legislations in
India.

Objective

The main objective of the Act is to regulate working conditions in factories and to
ensure the health, safety and welfare of workers. The Act also regulates working
hours, employment of women and young persons.

Applicability

The Act applies to factories where a certain minimum number of workers are
employed and where manufacturing activities are carried out.



Health Provisions

The Act contains detailed provisions to ensure cleanliness and hygiene in factories.
It provides for proper ventilation, lighting, drinking water, sanitation and disposal
of waste. Overcrowding must be avoided and adequate space must be provided
to workers.

For example, if a factory does not provide clean drinking water or proper ventilation,
it violates the Act and can be penalized.

Safety Provisions

The Act requires that dangerous machines must be properly fenced and guarded.
Workers must be protected from hazardous processes. Precautions must be
taken against fire and other accidents.

If a machine causes injury because it was not properly guarded, the employer may
be held responsible.

Welfare Provisions

The Act provides for facilities such as washing facilities, rest rooms, first aid
appliances and canteens in large factories. In factories employing a certain
number of women workers, créche facilities must be provided.

These provisions ensure physical and mental well being of workers.

Working Hours

The Act limits working hours for adults. It provides for weekly holidays and overtime
wages for extra work. It also restricts employment of young persons and children.

Importance

The Factories Act promotes safe and humane working conditions. It reduces
industrial accidents and ensures healthy working environments.



Equal Remuneration Act

The Equal Remuneration Act, 1976 was enacted to ensure equal pay for equal work
for men and women.

Objective

The main objective of this Act is to eliminate gender discrimination in employment

and wages. It promotes equality between male and female workers.

Equal Pay for Equal Work

The Act provides that men and women performing the same or similar work must
receive equal remuneration. Employers cannot discriminate in payment of
wages.

For example, if a male and female worker perform the same job in a factory but the

female worker is paid less, it is a violation of the Act.

No Discrimination in Recruitment

The Act prohibits discrimination against women in recruitment, promotion and
training unless the employment is prohibited by law for women.

Advisory Committees

The Act provides for constitution of advisory committees to promote employment
opportunities for women.

Importance

The Act reflects constitutional principles of equality and non discrimination. It
promotes economic empowerment of women and ensures fairness in
employment.

Although this Act has now been merged under the Code on Wages, its principles
remain significant in labour law studies.



Maternity Benefit Act

The Maternity Benefit Act, 1961 is a welfare legislation aimed at protecting the
employment of women during pregnancy.

Objective

The main objective of the Act is to regulate employment of women during maternity
and to provide maternity benefits and certain other benéefits.

Motherhood is a natural function and the law recognizes the need to protect women
during this period.

Applicability

The Act applies to factories, mines, plantations, shops and establishments
employing a prescribed number of persons.

Maternity Leave

A woman employee is entitled to maternity leave for a specified period. During this
period, she receives maternity benefit which is equal to her average wages.

Conditions for Eligibility

To claim maternity benefit, a woman must have worked for a minimum number of
days in the establishment before her expected delivery date.

Protection Against Dismissal

An employer cannot dismiss or discharge a woman during maternity leave. Any
dismissal during this period is illegal.

Medical Bonus

If the employer does not provide free pre natal and post natal care, the woman is
entitled to medical bonus.



Nursing Breaks

After returning to work, a woman is entitled to nursing breaks to feed her child.

Example

Suppose Neha works in a company and becomes pregnant. She applies for
maternity leave. The employer grants leave and pays her full wages during the
leave period. After childbirth, she returns to work and is allowed nursing breaks.
This ensures that her employment is protected and her health is safeguarded.

Importance

The Maternity Benefit Act protects the dignity of motherhood. It prevents
discrimination against women due to pregnancy and promotes gender justice.

Overall Importance of Labour Welfare
Laws

Labour welfare laws serve several purposes:

They protect workers from exploitation.
They ensure safe and healthy working conditions.
They promote gender equality.
They safeguard women during maternity.
They contribute to industrial peace and productivity.

These laws reflect the welfare character of the Indian Constitution and the
commitment of the State to protect labour.

Conclusion



Unit V on Labour Welfare highlights the importance of humane and equitable
working conditions. The Factories Act ensures health and safety. The Equal
Remuneration Act promotes equality between men and women. The Maternity
Benefit Act protects working women during pregnancy.

Together, these laws create a fair and just work environment. They demonstrate that
labour law is not only about wages and employment but also about dignity,
equality and social justice.

If you want, | can now prepare Unit VI in the same detailed book style format for your
examination preparation.



Unit VI — Contract Labour

Introduction

In modern industries, employers often do not hire all workers directly. Instead, they
appoint contractors who supply workers to perform certain jobs. These workers
are known as contract labour. Contract labour has become common in factories,
construction sites, railways, ports and many other industries.

However, contract labourers are often exploited. They may receive lower wages,
fewer benefits and poor working conditions compared to regular employees. To
regulate this system and prevent exploitation, the government enacted the
Contract Labour law.

This unit deals with the Contract Labour (Regulation and Abolition) Act, 1970 and
important judicial decisions interpreting the Act.

Meaning of Contract Labour

Contract labour means workers who are hired through a contractor to work in an
establishment. They are not directly employed by the principal employer.

There are three parties involved:

Principal Employer
Contractor
Contract Labour

For example, a factory may hire a contractor to provide cleaning staff. The cleaning
workers are contract labour. They work in the factory premises but are paid by
the contractor.

Objectives of the Act

The main objectives of the Act are:



To regulate employment of contract labour
To improve working conditions of contract workers
To prevent exploitation
To abolish contract labour in certain circumstances

The Act does not completely ban contract labour. It regulates and in some cases
abolishes it.

Applicability of the Act

The Act applies to:

Every establishment employing twenty or more contract workers
Every contractor employing twenty or more workers

The appropriate government may be the Central or State Government depending on
the establishment.

Registration of Establishments

Every principal employer must register the establishment under the Act.
If the establishment is not registered, it cannot employ contract labour.

This ensures government supervision.

Licensing of Contractors

Every contractor must obtain a license before supplying workers.

The license specifies:



Number of workers allowed
Nature of work
Conditions of employment

If a contractor works without a license, he may be punished.

Welfare and Health Provisions

The Act provides several welfare measures for contract labour.
The contractor must provide:

Drinking water
Rest rooms
First aid facilities
Canteen facilities where required

If the contractor fails to provide these facilities, the principal employer is responsible.

This provision ensures that workers are not deprived of basic amenities.

Payment of Wages

The contractor is responsible for payment of wages to contract labour.
The principal employer must ensure that wages are paid properly.
If the contractor fails to pay wages, the principal employer becomes liable.

This provision protects workers from non payment.

Abolition of Contract Labour



The government has power to abolish contract labour in certain processes,
operations or establishments.

Before abolition, the government considers:

Whether the work is perennial in nature
Whether it is necessary for the establishment
Whether it is done ordinarily through regular workers
Whether it is sufficient to employ full time workers

If these conditions are satisfied, contract labour may be abolished.

For example, if cleaning work is permanent and essential in a factory, the
government may prohibit use of contract labour and require the factory to appoint
regular employees.

Rights and Protection of Contract
Labour

Contract workers have the right to:

Receive wages on time
Work in safe conditions
Access welfare facilities
Seek protection under labour laws

However, contract workers usually do not have the same job security as permanent
workers.

Judicial Decisions

The judiciary has played a major role in interpreting the Act.

Air India Statutory Corporation v. United Labour Union



In this case, the Supreme Court initially held that when contract labour is abolished,
the workers should be absorbed as regular employees.

This judgment was worker friendly.

Steel Authority of India Ltd. v. National Union
Waterfront Workers

Later, the Supreme Court changed the position. It held that abolition of contract
labour does not automatically result in absorption as regular employees. The
court stated that there must be a specific direction from the government or
industrial adjudication.

This judgment clarified that automatic absorption is not guaranteed.

Hussainbhai v. Alath Factory Thezhilali Union

In this case, the Supreme Court emphasized that courts should look at the real
nature of employment. If the contractor is only a name lender and the principal
employer exercises full control, the workers may be treated as employees of the
principal employer.

This case established the principle of lifting the veil to determine a real employer.

Practical Example

Suppose a public sector company hires a contractor to provide security guards. The
guards work permanently in the premises and perform essential functions. If the
government finds that security work is perennial and essential, it may abolish
contract labour for that work.

However, after abolition, the guards will not automatically become regular
employees unless the government or court directs so.



Problems in Contract Labour System

Low wages
Lack of job security
No social security benefits
Exploitative practices
Frequent change of contractors

Because of these issues, the Act aims to regulate and improve conditions.

Importance of the Act

The Act balances the interests of employers and workers.

It allows flexibility in employment through contractors.
It ensures minimum standards of welfare and payment.
It prevents misuse of the contract labour system.
It gives government power to abolish contract labour where necessary.

The Act reflects the welfare approach of labour legislation.

Relationship with Constitutional
Principles

The regulation of contract labour is linked with constitutional values such as equality,
right to livelihood and social justice.

Courts interpret this law in favour of protecting vulnerable workers.

Conclusion



Unit VI on Contract Labour deals with the regulation and possible abolition of
contract labour in India. The Contract Labour Act, 1970 ensures that contract
workers are not exploited and receive basic welfare and wage protection.

Judicial decisions have clarified that abolition does not automatically lead to
absorption, but courts may intervene where the contract is sham or unfair.

This unit is important in examinations because it combines statutory provisions with
judicial interpretation. A good answer should include objectives, applicability,
welfare provisions, abolition principles and important case laws.



Unit VIl — Unorganised Sector

Social Security for Unorganised Workers

Introduction

In India, a very large number of people work in what is known as the unorganised
sector. These workers do not work in big factories or registered companies. They
work in small shops, farms, construction sites, homes or as daily wage labourers.
Many of them do not have written contracts, fixed wages, paid leave or
retirement benefits.

Examples of unorganised workers include:

Agricultural labourers
Construction workers
Street vendors
Domestic workers
Rickshaw pullers
Small shop helpers
Beedi workers
Home based workers

These workers are often poor and vulnerable. They usually do not receive benefits
like provident fund, pension, maternity leave or medical insurance. To protect
such workers, the government enacted a special law called the Unorganised
Workers' Social Security Act, 2008.

This chapter explains this law in simple terms.

Meaning of Unorganised Sector

The unorganised sector refers to those enterprises and workers that are not covered
by formal labour laws and are not registered under government regulations.

In simple words, it includes small businesses or individual workers who work without
formal structure or security.



The workers in this sector are called unorganised workers.

Need for Social Security

Social security means protection against risks such as sickness, old age, accident,
disability or death.

Workers in the organised sector receive benefits like:

Provident fund
Pension
Medical facilities
Maternity benefits

But unorganised workers usually receive nothing. If they fall sick, meet with an
accident or become old, they lose their income completely.

Therefore, there was a strong need to provide social security to this large section of
workers.

Objectives of the Act

The main objectives of the Unorganised Workers Social Security Act are:

To provide social security to unorganised workers
To ensure welfare schemes for their protection
To create a system for registration of workers
To improve their living and working conditions

The Act recognizes that unorganised workers also deserve dignity and protection.

Who is an Unorganised Worker

An unorganised worker is a person who works in the unorganised sector and earns
livelihood through self employment or wage employment.



This includes:

Home based workers
Self employed workers
Wage workers in small establishments

For example, a woman stitching clothes at home, a daily wage construction worker
or a vegetable vendor are all unorganised workers.

Registration of Workers

The Act provides for registration of unorganised workers.

A worker must apply for registration and provide necessary details such as age and
occupation. After verification, the worker receives an identity card.

This identity card allows the worker to access social security schemes.

Registration is important because without it, the worker may not receive benefits.

Social Security Schemes

The Act provides for formulation of welfare schemes by the Central and State
Governments.

These schemes may cover:

Life and disability cover
Health and maternity benefits
Old age protection
Any other benefit determined by the government

Examples of schemes may include health insurance schemes, pension schemes or
accident insurance schemes.

The government designs these schemes according to the needs of unorganised
workers.




Role of Central and State Governments

Both Central and State Governments have the responsibility to formulate and
implement welfare schemes.

They may set up boards to monitor and administer the schemes.

The Central Government focuses on national level schemes.
State Governments may create schemes specific to their state.

Monitoring Mechanism

The Act provides for the constitution of National and State Social Security Boards.
These boards:

Recommend welfare schemes
Review implementation
Advise governments on social security policies

The boards include representatives of workers, employers and government.

Example for Better Understanding

Suppose Raju is a construction worker who works on daily wages. He is not
permanently employed by any company. If he meets with an accident and breaks
his leg, he cannot work for months.

Under the Social Security Act, if he is registered as an unorganised worker, he may
receive benefits such as:

Medical assistance
Accident insurance
Financial help

Similarly, if a woman working as a domestic worker becomes pregnant, she may
receive maternity benefits under a welfare scheme.



Thus, the Act provides protection during difficult times.

Importance of the Act

The Act is important because:

It recognizes rights of unorganised workers.
It promotes social justice.
It reduces poverty and vulnerability.
It provides dignity and security.
It brings millions of workers under welfare schemes.

India has a very large unorganised workforce. Without such protection, these
workers would remain unprotected.

Limitations

Although the Act is beneficial, there are certain challenges:

Lack of awareness among workers
Difficulties in registration
Limited implementation in some areas
Dependence on government schemes

Effective implementation is necessary to achieve real social security.

Constitutional Perspective

The Act reflects the Directive Principles of State Policy in the Constitution, especially
the principle that the State shall promote welfare of the people and provide
assistance in cases of unemployment, old age and sickness.

It supports the idea of a welfare state.




Conclusion

The Unorganised Workers Social Security Act, 2008 is an important step towards
protecting millions of workers who work outside the formal sector. It provides a
framework for registration and welfare schemes covering health, maternity,
disability and old age.

In simple terms, this law tries to ensure that even the poorest workers are not left
helpless during sickness, accident or old age.

For examination purposes, students should explain:

Meaning of unorganised sector
Objectives of the Act
Registration process
Social security schemes
Role of government and boards
Importance and limitations

This chapter highlights the commitment of labour law towards inclusive growth and
social justice.



Unit VIIl - Protection of Weaker Sections

Introduction

Labour law does not only regulate wages and working conditions. It also protects the
most vulnerable sections of society. In India, certain groups of workers are
extremely weak and helpless. They may be poor, illiterate, socially backward or
forced to migrate far away from their homes for work. Such workers are often
exploited.

Unit VIII focuses on laws that protect these weaker sections of workers. Two
important laws under this unit are:

Bonded Labour System Act
Inter State Migrant Workmen Act

These laws aim to eliminate exploitation and ensure dignity, equality and justice for
vulnerable workers.

Part |

Bonded Labour System

The Bonded Labour System (Abolition) Act, 1976 was enacted to abolish bonded
labour in India.

Meaning of Bonded Labour

Bonded labour is a system where a person is forced to work for an employer
because of a debt or loan. The worker or his family may have taken a loan and,
in return, they are forced to work without proper wages until the debt is repaid.



In many cases, the debt is never fully repaid because of unfair conditions. The
worker may be forced to work for years or even generations.

This system is similar to slavery.

Historical Background

Bonded labour was common in rural areas where poor people borrowed money from
landlords or moneylenders. Because of poverty and illiteracy, they agreed to
work under harsh conditions.

The Constitution of India prohibits forced labour under Article 23. To give effect to
this constitutional provision, the government passed the Bonded Labour System
Act.

Objectives of the Act

The main objectives of the Act are:

To abolish bonded labour system
To free bonded labourers
To cancel bonded debts
To punish those who practice bonded labour
To rehabilitate freed bonded labourers

The Act aims to completely eliminate this inhuman practice.

Abolition of Bonded Labour

The Act declares that the bonded labour system stands abolished.
This means:

All bonded labourers are freed.
All bonded debts are cancelled.
No person can force another to work against his will due to debt.



Any agreement requiring bonded labour is considered void and illegal.

Cancellation of Debt

If a person had taken a loan and was working to repay it, the Act cancels the debt
completely.

The creditor cannot demand repayment of such debt.

This provision ensures that the worker is permanently free from exploitation.

Penalties

Any person who forces another person into bonded labour may be punished with
imprisonment and fine.

The Act also provides punishment for advancing bonded debt or compelling labour.

Role of Government

The government must:

|dentify bonded labourers
Release them
Rehabilitate them
Provide financial assistance

District Magistrates are responsible for implementing the Act.

Example



Suppose a poor farmer borrows money from a landlord. In return, he and his family
are forced to work in the landlord’s field without proper wages. Even after
working for many years, the debt is shown as unpaid.

Under the Act, such bonded labour is illegal. The farmer must be freed and the debt
cancelled. The landlord may face punishment.

Importance

The Act protects human dignity. It ensures freedom from slavery like conditions. It
promotes equality and social justice.

Bonded labour is a serious violation of human rights, and this law aims to eliminate it
completely.

Part Il

Inter State Migrant Workmen

The Inter-State Migrant Workmen (Regulation of Employment and Conditions of
Service) Act, 1979 protects workers who migrate from one state to another for
employment.

Meaning of Inter State Migrant Workman

An inter state migrant workman is a worker who is recruited in one state and sent to
work in another state by a contractor.

For example, workers from Bihar may be recruited and sent to work in a construction
site in Maharashtra.

Such workers are often exploited because they are away from home and do not
know the local language or laws.



Need for the Act

Migrant workers face many problems:

Low wages
Poor living conditions
No proper accommodation
No medical facilities
Language barriers
Exploitation by contractors

To prevent such exploitation, this Act was enacted.

Objectives of the Act

The objectives of the Act are:

To regulate recruitment of migrant workers
To ensure fair wages
To provide proper working conditions
To prevent exploitation

Registration and Licensing

Every principal employer must register the establishment employing migrant
workers.

Contractors must obtain a license to recruit and supply migrant workers.

Without registration and license, employment of migrant workers is illegal.

Wage Protection



Migrant workers must receive wages equal to or more than local workers doing
similar work.

This prevents discrimination.

Wages must be paid regularly and without unauthorized deductions.

Other Benefits

The Act provides that migrant workers are entitled to:

Journey allowance for travel from home state to work state
Displacement allowance
Accommodation
Medical facilities
Protective clothing if necessary

These provisions ensure humane treatment.

Example

Suppose a contractor recruits workers from Odisha and sends them to Gujarat for
factory work. The contractor must provide travel allowance and ensure proper
accommodation. The workers must be paid wages equal to local workers.

If the contractor fails to provide these facilities, he may be punished.

Penalties

Violation of the Act may lead to imprisonment and fine.

Both principal employer and contractor can be held responsible.




Comparison Between the Two Acts

Bonded Labour Act abolishes forced labour due to debt.
Inter State Migrant Workmen Act regulates employment of migrant workers and
ensures fair treatment.

Both laws aim to protect vulnerable and weaker sections of society.

Constitutional Connection

These laws are based on constitutional principles:

Prohibition of forced labour
Right to equality
Right to live with dignity
Promotion of social justice

They reflect the welfare nature of Indian labour legislation.

Conclusion

Unit VIII deals with protection of the weakest and most vulnerable workers in society.
The Bonded Labour System Act abolishes bonded labour and frees workers from
slavery like conditions. The Inter State Migrant Workmen Act protects migrant
workers from exploitation and ensures fair wages and humane treatment.

Both laws promote dignity, equality and social justice. They demonstrate that labour
law is not only about employment but also about human rights and protection of
weaker sections.

For examination purposes, students should explain meaning, objectives, key
provisions, penalties and examples to score higher marks.
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