
 

PART A 

INDUSTRIAL RELATIONS 

MODULE – I                  (8 hours) 

Introduction: 

Background of Industrial Relations – Definition, scope, objectives, factors affecting IR, 

participants of IR, importance of IR. Approaches to Industrial relations, system of IR in India. – 

Historical perspective & post-independence period, Code of Discipline and historical initiatives 

for harmonious IR, Government policies relating to labor, ILO and its influence on Legal 

enactments in India. 

MODULE – II                    (8 Hours) 

Collective Bargaining & Negotiation: 

Collective Bargaining: Definition, Meaning, Nature, essential conditions for the success of collective 

bargaining, functions of collective bargaining, importance of Collective Bargaining, collective bargaining 

process, prerequisites for collective bargaining, implementation and administration of agreements. 

Negotiations-Types of Negotiations-Problem solving attitude, Techniques of negotiation, negotiation 

process, essential skills for negotiation, Workers Participation in Management 

MODULE - III                   (8 Hours) 

Trade Union 

Trade Unions: Meaning, trade union movement in India, The role of the Trade Unions in Modern 

Industrial Society of India, functions of trade unions, objectives of important trade unions, The 

Trade Union Act, 1926, procedure for registration of Trade Union, Grounds for the withdrawal 

and cancellation of registration, union structure, Rights and responsibilities, Penalties for 

offences of trade unions, Difference between a registered and a recognised. Trade Union, 

problems of trade unions, future trends of trade union movement in India. 
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MODULE – IV                   (8 Hours) 

Grievance procedure and Discipline management: 

Grievance - Meaning and forms, sources of grievance, approaches to grievance machinery, Grievance 

procedures, and model grievance procedure. 

Discipline - Causes of Indiscipline - Maintenance of discipline. Principles of Natural Justice, Judicial 

approach to discipline, Domestic enquiries, Disciplinary procedures, approaches to manage discipline in 

Industry, Principles of Hot stove rule. 

MODULE – V                   (8 Hours) 

Industrial Conflicts: 

Industrial conflict – perspectives, Nature of conflicts and its manifestations causes and types of Industrial 

conflicts, prevention of Industrial conflicts, industrial disputes act of 1947, settlement Machinery of 

Industrial disputes. 

Paradigm shift from industrial relations to employee relations – shift in focus, difference, employee 

relations management at work, culture and employee relations, future of employee relations. 

PART B 

MODULE – VI  

INDUSTRIAL LEGISLATIONS (16 hours) 

 Factories Act 1948 

 Industrial Employment (Standing orders) Act, 1946 

 Employees‘ State Insurance (ESI) Act, 1948,  

 Maternity benefit Act, 1961 

 Contract Labour Act 

 Shops & Establishment Act 

 Child Labour (Prohibition & Regulation) Act 1986 

MODULE – VII (8 Hours) 

 Minimum Wages Act, 1948 

 Payment of Wages Act, 1936 

 Payment of Gratuity Act, 1972 
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 Employees‘ PF & Miscellaneous Provision Act, 1952 

 Employee Compensation Act, 2013 
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INDUSTRIAL RELATIONS 

MODULE 1: (8 hours) 

Introduction: 

Background of Industrial Relations – Definition, scope, objectives, factors affecting IR, participants of IR, 
importance of IR. Approaches to Industrial relations, system of IR in India. – Historical perspective & 
post-independence period, Code of Discipline and historical initiatives for harmonious IR, Government 
policies relating to labor, ILO and its influence on Legal enactments in India. 

 

Background of Industrial Relations – Definition 

Concept of Industrial Relations 

The term ‗Industrial Relations‘ comprises of two terms: ‗Industry‘ and ‗Relations‘. ―Industry‖ 

refers to ―any productive activity in which an individual (or a group of individuals) is (are) 

engaged‖. By ―relations‖ we mean ―the relationships that exist within the industry between the 

employer and his workmen.‖ The term industrial relations explain the relationship between 

employees and management which stem directly or indirectly from union-employer relationship. 

Definitions Used to Analyse Industrial Relations-Approaches Used to Define Industrial 

Relations  

(1) Institutional-based definitions: 

Industrial relations are the sum of institutions and institutional processes that establish and 

administer the rules regulating workplace relations  

(2) Social Psychology-based definitions:  

Industrial relations are the sum of social psychological interactions between individuals  

(3) Class-based definitions:  

Industrial relations are the sum of institutions, interactions and processes that are a product of 

wider social and economic influences, in particular the class divisions of contemporary 

capitalism.Definitions that seek to include all matters contained in the first three definitions 

within other terms:  
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(4) Human Resource Management:  

contracts of employment (involving trade unions, worker collectives, labour courts and 

government agencies), as well as management of conflict arising out of the personal interactions 

of individuals in the workplace, are part of labour management functions ( i.e. recruitment, 

selection, training, development, performance management, and so on)  

(5) Employment Relations (or Employee Relations): 

contracts of employment (involving trade unions, worker collectives, labour courts and 

government agencies), as well as the management of conflict arising out of the personal 

interactions of individuals in the workplace, are equal parts of workplace relations, together with 

the normal functions of Human Resource Management.  

Preferred Definition of Industrial Relations 

Industrial relations encompasses  

„The processes of regulation and control over workplace relations, the organisation of 

tasks,  

 and the relations between employers and their representatives, and employees and their 

representatives, and is the sum of economic, social and political interactions in workplaces 

where employees provide manual and mental labour in exchange for rewards allotted by 

employers, as well as the institutions established for the purpose of governing workplace 

relations‟ --(Gospel & Palmer, 1993, p.2). 

Meaning of Industrial Relations 

It is the relationship between employees and management in the day-to-day working of an 

industry. 

The concept of industrial relations means the relationship between employees and the 
management in the day-to-day working of the industry. 

 Industrial relations is a “set of functional interdependence involving 

- Historical 
- Economic,  
- Social,  
- Psychological,  
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- Demographic,  
- Technological,  
- Occupational,  
- Political and legal variables.” 

Characteristics of Industrial Relations (IR) 

 Industrial relations are outcome of employment relationship in an industry 

 IR develops the skills of co-operation with each other 

 IR creates rules to maintain harmonious relation 

 Government is involved in forming the rules , laws, awards etc 

 Employers , employees and government are responsible for IR 

Peculiar Features of Industrial Work 

 Industry is the association of large number of workers, supervisors, managerial, 

personnel, consultants and other stake holders. 

 This association brings group relationship which affects social, economic, political and 

cultural life of the community 

 Large scale industrialization requires diversified skilled human resource, Blue collar, 

White collar and Gold collar workers 

 Industrial workers are interdependent 

 Centralization of power and authority, workers feel loss of freedom because of rules and 

regulation 

 Jobs are highly insecure because of technology change, downsizing 

 Wage/salary is the main attraction factor  
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HR 

 Only two parties-employee and employer 

 Formulates and implements HR policies 

 Reformulates policies based on industrial conflicts 

 Individual employee can contact superior 

IR 

 Four parties-employer, employee, trade union, government 

 HR policies implementation results in IR 

 Sound IR contributes in goals, unsound IR results in conflicts 

 Employees can contact superiors in group 

Need for Industrial Relations 

 To solve problems/conflicts 

 To secure cooperation and goodwill among workers and management 

 To drive energy and interest towards economical, feasible, profitable and socially 

desirable channels 

 To aim at mutual dependence, confidence and respect to remove misunderstandings 

Scope of IR 

1. Labour relations, i.e., relations between labour union and management. 

2. Employer-employee relations i.e. relations between management and employees. 

HRM        POLICIES 
AND 

IMPLEMENTATION

EMPLOYER        AND 
EMPLOYEE 

CONTRIBUTION

RESULTS        IN         
INDUSTRIAL        RELATION 

(IR) 

CONFLICT        IN        
RELATION 

COLLECTIVE 
        BARGAINING 

&        TRADE        UNION 

REFORMULATION        OF        
HR        POLICIES,         

OBJECTIVES 
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3. The role of various parties‘ viz., employers, employees, and state in maintaining industrial 
relations. 

4. The mechanism of handling conflicts between employers and employees, in case conflicts 
arise. 

Objectives of IR 

 To promote and develop congenial labor management relations 

 To enhance wages and other benefits 

 To regulate production by minimizing conflicts 

 To socialize industries 

 To provide an opportunity to workers in decision making 

 To improve workers strength  

 To encourage and develop trade union 

 To avoid industrial conflict 

 To extend and maintain industrial democracy 

Factors of IR 

FACTORS FOR INDUSTRIAL RELATIONS 

 Governmental factors 

 Economic factors 

 Technological factors 

 Social and cultural factors 

 Political factors 

 Institutional factors 

GOVERNMENTAL FACTORS 

 Factors include governmental policies like industrial policy , economic policy, labor 

policy, export policy etc 
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 Eg: Reservation policy, VAT 

SOCIAL AND CULTURAL FACTORS 

 Population, religion customs and traditions of people, various cultures and religions, joint 

family, women in labor etc 

POLITICAL FACTORS 

 Political parties and their ideologies, their growth, mode of policies, involvement in trade 

unions etc 

 Eg: Economic Reforms, LPG effect, entry of MNC‘S 

INSTITUTIONAL FACTORS 

 Governmental policies, labor legislations, collective agreement, employees court, 

employers federations, attitude of workers , system of power status etc 

Participants of IR 

THREE ACTORS OF INDUSTRIAL RELATIONS 

 Workers and their organizations (trade union) 

 Employers and their organisation 

 Government 

Importance of IR.  

1. Foster Industrial Peace: 

Under the mechanism of IR, both employees and managers discuss the matter and consult each 

other before initiating any actions. Doubts, if any, in the minds of either party are removed. 

Thus, unilateral actions that prop confusion and misunderstanding disappear from the scene. In 

this way, IR helps create a peaceful environment in the organisation. Peace, in turn, breeds 

prosperity. 

2. Promote Industrial Democracy: 

Industrial democracy means the government mandated worker participation at various levels of 

the organisation with regard to decisions that affect workers. It is mainly the joint consultations 
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that pave the way for industrial democracy and cement relationship between workers and 

management. This benefits the both. The motivated workers give their best and maximum to the 

organisation, on the one hand, and share their share of the fruits of organisational progress jointly 

with management, on the other. 

3. Benefit to Workers: 

IR benefits workers in several ways. For example, it protects workers against unethical practices 

on the part of management to exploit workers by putting them under inhuman working 

conditions and niggardly wages. It also provides a procedure to resolve workers‘ grievances 

relating to work. 

4. Benefit to Management: 

IR protects the rights of managers too. As and when workers create the problem of indiscipline, 

IR provides mangers with a system to handle with employee indiscipline in the organisation. 

5. Improve Productivity: 

Experiences indicate that good industrial relations serve as the key for increased productivity in 

industrial organisations. Eicher Tractors, Alwar represents one such case. In this plant, 

productivity went up from 32 per cent to 38 per cent between 1994 and 1997. This increase is 

attributed to the peaceful IR in the plant. 

Approaches to Industrial relations 

Psychological Approach 

 IR have origin in the differences in the perceptions of management 

 Differences in perceptions due to difference in personalities, attitudes 

 Motivation, leadership, group goals versus individual goals are responsible for industrial 

conflicts 

Sociological Approach 

 Industry is a social world in miniature 

 Organizations are communities of individuals and groups with different personalities, 

educational and family backgrounds, emotions etc 
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 These differences create problems, conflicts, competition among members of industrial 

society 

Human Resource Approach 

 Human resources are made up of human beings, not machines 

 They need freedom of speech, thought, expression , movement 

 Implies relationship between employer and employee as between two human beings 

Gandhian Approach 

 Gandhian principles are based on truth, non-violence and non-possession 

 Peaceful co-existence of capital and labor 

 Demands through collective bargaining 

 Avoiding strikes 

 Voluntary arbitration from workers to solve disputes 

What are the different approaches of Industrial Relations? Examine. 

Unitary Perspective 

Unitarism  

Assumptions about workplace relations  

 - Management and employees share common interest  

 - One source of legitimate authority (management)  

 Assumptions about workplace conflict  

 - Inevitable, aberration, destructive, to be avoided  

 - caused by poor management, dissidents, agitators or poor communication  

 Assumptions about trade unions  

 - A competing and illegitimate source of authority  

 - An unwarranted intrusion in the workplace  
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 - create conflict where none would otherwise exist  

 Assumptions about collective bargaining  

 - creates and institutionalizes unnecessary divisions of interest  

 - serves to generate workplace conflict rather than resolve it 

The unitary perspective is based on the assumptions that the organization is, or if it is not, then it 

should be, an integrated group of people with a single authority / loyalty structure and a set of 

common values, interests and objectives shared by all members of the organization. 

According to Farnham and Pimlott put it, ―there is no conflict between the interests of those 

supplying capital to the enterprises and their managerial representatives, and those contributing 

their aims of productions, profits and pay in which everyone in the organisation has a stake.‖ 

This has two important implications: 

 Conflict (i.e. the expression of employee dissatisfaction and differences with 
management) is perceived as an irrational activity. 

 Trade Unions are regarded as intrusions into the organization from outside which 
compete with management for the loyalty of employees. 

Pluralistic Perspective 

Pluralist  

 Assumptions about workplace relations  

 - Managers and employees have different objectives  

 - Multiple sources of legitimate authority  

 Assumptions about workplace conflict  

 - Inevitable, caused by different opinions and values, benefit to an organisation  

 - avoid by accepting trade unions, include in decision-making  

 Assumptions about the workplace role of trade unions  
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 - Not the cause of conflict  

 - are expression of diverse workplace interests that always exist  

 - a legitimate part of workplace relations  

 Assumptions about the role of collective bargaining  

 - Deals with problems on a collective basis  

 - Most efficient means for institutionalising employment rules  

 - Fairer outcomes by balancing employee and management power 

This perspective is based on the assumption that the organization is composed of individuals who 

coalesce into a variety of distinct sectional groups, each with its own interest, objectives and 

leadership (either formal or informal). 

According to Fox, give rise to ―complex of tensions and competing claims which have to be 

‗managed‘ in the interests of maintaining a viable collaborative structure.‖ 

Radical Perspective 

Marxist  

 Assumptions about workplace relations  

 - reflects a wider class conflict between capital and labour  

 - reflects coercion of working class into dominant capitalist values  

 Assumptions about workplace conflict  

 - Inevitable: capital seeks to reduce costs, workers seek fairer price for labour  

 - will only cease by revolutionary change in distribution of property and wealth  

 Assumptions about trade unions  

 - should raise revolutionary consciousness of workers  

 - should not limit action to improving material lot of workers  

 - Union leaders who accommodate management betray the workers  
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 Assumptions about collective bargaining  

 - Merely offers temporary accommodations  

 - leaves important managerial powers in tact  

The radical perspective is also known as the Marxist perspective, concentrates on the nature of 

the society surrounding the organisation. 

According to Hyman, ―the production system is privately owned…; profit… is the key influence 

on company policy…; and control over production is enforced downwards by the owners‘ 

managerial agents.‖ 

 The Marxist general theory of society argues that: 

1. Class (group) conflict is the source of societal change-without such conflict the 

society would stagnate; 

2. Class conflict arises primarily from the disparity in the distribution of, and access to, 

economic power within the society – the principal disparity being between those who 

own capital and those who supply their labour; 

3. Social and political conflict in whatever form is merely an expression of the 

underlying economic conflict within the society. 

A Comparative Picture of the Above Three Approaches 

 

vtu
so

lut
ion

.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



 
System of IR in India.  

An industrial relations system consists of the whole gamut of relationships between employers 

and employees and employers which are managed by the means of conflict and cooperation. 

A sound industrial relations system is one in which relationships between management and 

employees (and their representatives) on the one hand, and between them and the State on the 

other, are more harmonious and cooperative than conflictual and creates an environment 

conducive to economic efficiency and the motivation, productivity and development of the 

employee and generates employee loyalty and mutual trust. 

The term industrial relations refer to the interpersonal or individual relationships, and also 

relations between the two groups. Industrial relations are the art of living together for purposes of 

production. Hence, such relationships are strengthening through the major stakeholders. In this 

backdrop, the said topic mainly discusses the major stakeholders of industrial relations in India. 

Major Stake holders in IR: 
•  Employer 
•  Government 
•  Employees 
•  Employers‘ Associations 
•  Courts and tribunals 
•   Trade unions 
 

 

EMPLOYER 
– 

EMPLOYEE 
RELATIONS 

 
EMPLOYERS 

 
EMPLOYEE 

ASSOCIATIONS 

 
EMPLOYER 

ASSOCIATIONS 

 
COURTS AND 
TRIBUNALS 

 
GOVERNMENT 

 
EMPLOYEES 
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Employees 
 
There are about 28.1 million employees working in the organised sector and 365.1 million in the 

unorganized sector in our country. It is therefore, useful to make certain observations about 

Indian workers. 

- Commitment to industry 
- Protective Legislation 
- Status of the Worker 
- Employment Pattern 

Now the employees perceive industrial relation in terms of the opportunity to: 
- Improve their conditions of employment,  
- Voice and grievances,  
- Exchange views and ideas with management, and 
- Share in decision-making 

Trade Unions 
 Unions have a crucial role to play in IR. Unions have broad objective which are: 

- To redress the bargaining advantage of the individual worker vis-à-vis the individual 

employer, by substituting joint or collective action for individual action. 

- To secure improved terms and conditions of employment for their members and 

maximum degree of security to enjoy these terms and conditions. 

- To obtain improved status for the worker in his or her work, and 

- To increase the extent to which unions can exercise democratic control over decisions 

that affect their interests by power sharing at the national, corporate and plant levels. 

Employers 
 Employers too, are directly involved in any dispute between them and the employees. 
 In general, managers tend to see employee relations in terms of the following activities 

1. Creating and maintaining employee motivation. 
2. Obtaining commitment from the workforce. 
3. Establishing mutually beneficial channels of communication throughout the 

organization. 
4. Achieving high levels of efficiency. 
5. Negotiating terms and conditions of employment with employee representatives. 
6. Sharing decision making with employees. 
7. Engaging in a power structure with trade unions. 

Employers‟ Associations 
 
Employers‘ associations, in India dates back to 1875 when the Bombay Mill Owners association 

was organized with the objective of protecting the commercial interests of its members and to 

promote good relations between them. 

 For the development of healthy and stable industrial relations. 
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 To promote collective bargaining at different levels. 
 To bring a unified employers viewpoint on the issues of industrial relations to the 

govt. 
 To represent in the meetings of ILC. 

The major objectives of employers‘ association include 
1. Representing employers in collective bargaining. 
2. Developing machinery for the avoidance of disputes. 
3. Providing information on employee relations and to give advice. 
4. Representing members on national issues. 

The specific objectives of CII (The Confederation of Indian Industries) 
Role of Government 
In a sense, government intervention in IR is as old as the industry itself. However, till the 19th 

century, governments everywhere followed the laissez faire policy – they left IR to the managers 

and workers who were required to solve the problems themselves. 

Towards the end of the 19th century, the attitude of the governments changed, and intervention 

became a reality. 

The state, as of today, regulates the relationship between the management and the labour and 

seeks to protect the interests of both the groups. 

The government has set up wage boards, labour courts, tribunals and enacted laws to lay down 

norms and to enforce their compliance. 

Judiciary and Employee Relations 
Judicial intervention in resolving industrial disputes is significant because 

- Judicial errors do occur 
- Possibility of wrong assessment penalty. 
- Conflicting judgments are pronounced 
- Lot of confusion in terms. 

 

Historical perspective & post-independence period 

The main elements in the development of trade unions of workers in every country have been 
more or less the same. The setting up of large-scale industrial units, created conditions of 
widespread use of machinery, new lines of production, and brought about changes in working 
and living environment of workers and concentration of industries in large towns. 

The number of trade unions has gone up and its membership and funds have increased. The 
development during the span of about one hundred and forty-five years may be considered 
broadly under the following six periods: 

(i) Pre – 1918,  
(ii) 1918 – 24 ,  
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(iii) 1925 – 34,  
(iv) 1935 – 38 , and 

(v) 1947 and since. 

The principal purpose of this section is to trace the origin and development of trade union 
movement in India. 

Pre – 1918  

The earliest sign of labour agitation in India was a movement in Bengal in 1860 led by 
Dinbandhu Mitra, a dramatist and social reformer of Bengal followed by some of 
journalists to protest against the hardship of the cultivators and also the plantation 
workers. 
1860 – The Government has been appointed Indigo Commission. 
1875 – The first Factory Commission was, therefore, appointed in 1875 and as a result 
the Factories Act, 1881 was enacted. 
The purpose of this act was, however, inadequate to meet the evil of child labour and 
protect the women workers. 
1884 – Another Factory Commission was appointed. In the same year Mr. N. M. 
Lokhande organised the conference of the Bombay factory workers and drew up a 
memorandum signed by 5, 300 workers demanding a 
- Complete day of rest on Sunday,  
- Half-an-hour recess,  
- Working hours between 6.30 a.m to sunset,  
- The payment of wages not later than 15th of the month,  
- And the compensation for injuries. 
1889 – in 1889, in Bombay, workers of spinning and weaving mills demanded  
- Sunday as holiday,  
- Regularity in the payment of wages and 
- Adequate compensation in case of accident. 
1890 – the stand of 1884 was also reiterated and the petition this time was signed by 17, 
000 workers. The same year, the Bombay Mill Hand Association, the first labour 
association was organised as Mr. Lokhande as its President. 
Several labour associations were formed after 1890. For instance,  
- The Amalgamated Society of Railway Servants in India and Burma was formed in 

April 1897 and registered under the Indian Companies Act,  
- The Printers Union of Calcutta was formed in 1905,  
- The Bombay Postal Union was formed in 1907,  
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- The Kamgar Hityardhak Shaba and Service League was formed in 1910. 

The post – 1890 period was also important for the reason that several strikes occurred 
during this period. 

- Two strikes which occurred in Bombay in 1894. 

- The first big strike of mill operatives of Ahmedabad occurred in the first week of 
February, 1895.  

- Strikes in Jute industries in Calcutta in 1896. 

- In 1897, after plague epidemic, the mill workers in Bombay went on strike for 
payment of daily wages instead of monthly payment of wages. 

- In 1903, the employees of press and machine section of Madras Government went on 
strike for overtime work without payment. 

- Two-years later in 1905, the workers of the Government of India Press, Calcutta 
launched a strike, over the question of 

(i) Non-payment for Sunday and gazetted holidays; 
(ii) Imposition of irregular fines; 
(iii) Low rate of overtime pay; and 
(iv) The refusal of authorities to grant leave on medical certificate. 
The strike continued for over a month. The workers returned on fulfil ent of certain 
demands. 

- In December 1907, the workers of Eastern Railway Workshop at Samastipur went on 
strike on the issue of increment of wages. 

Features of labour movement during the period of 1860 – 1917 

First, the movement was led by the philanthropists and social reformers and not by 
workers. 

Second, there was no trade union in the modern sense. According to the Report on the 
working the Factories Act at Bombay, in 1892, the Bombay Mill Hands Associations was 
not be classified as genuine trade union. 

Third, the association mainly relied on petitions, memoranda and other constitutional 
means for placing their demands which were mainly confined to factory legislation, e.g.,  

o Hours of work,  
o Health,  
o Wages for over stay,  
o Leave,  
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o Holiday, and 
o Such other matters. 

Fourth, the early movement was confined to the revolt against the conditions of child 
labour and women workers employed in various industries. 

Fifth, another feature of this period was the absence of strike as a means of getting 
grievances redressed. 

Sixth, strike during this period was considered to be the problem of law and order, 
instances are not lacking where police acted upon as strike-breakers by using force and 
framed false charges against strikers. 

1918 – 1924 Period 

The period of 1918-1924 can perhaps be the best described as the era of formation of modern 
trade unionism. 

This period witnessed the formation of a large number of trade unions. Important among these 
were 

 Madras Labour Union,  
 Ahmedabad Textile Labour Association,  
 Indian Seamen‘s Union,  
 Calcutta Clerk‘s Union, and 
 All India Postal and RMS Association. 

One of the features of this period was that the All India Trade Union Congress started in 1920. 

Several factors were responsible for its formation and growth: 

First, economic conditions of workers played an important role in the formation of trade unions. 
The demands of Indian goods were increased enormously for two reasons: 

(i) Shortage of shipping facilities led restricted imports of several 
commodities for which India was dependent on foreign countries. 

(ii) There was great demand of Indian goods from the allies and neutral 
countries. 

For these reasons the prices of Indian commodities, viz.., salt, cotton, cloth, kerosene rose high. 

Second, the political conditions prevailing in the country also helped the growth of labour 
movement. 
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Third, the workers‘ revolution in Russia which established the first Workers‘ State in the world 
had its own influence on the growth of trade union movement. 

Fourth, the other factor responsible for the growth of trade union move was the worldwide unrest 
in the post-war period. The war gave awakening in the minds of industrial workers. 

Fifth, another factor was the setting up of the International Labour Organization in 1919 of 
which India was the founder member. The constitution of ILO required one representative from 
the Government of Member State. The Government without consulting the unions appointed 
Shri. N. M. Joshi as its representative. 

 This gave the anxiety to workers to organise. As a result AITUC was formed in 1920. 
This gave an opportunity to send member for ILO Conference and also brought a change in 
Government attitude to deal with labour problems. 

1925 – 1934 Period 

This period witnessed a split in AITUC, namely, leftist and rightist. Later in 1929, a wing of 
AITUC, the All India Trade Union Federation was formed. 

The main cause of the Communist influence was the economic hardship of workers. 

This period also shown remarkable decrease in the intensity of industrial conflict. At least two 
factors were responsible for it. 

First, the Trade Disputes Act was passed in 1929 prohibiting strikes and lockouts. 

Second, the failure of strikes and lockouts resulted in industrial strife. 

Another significant feature of this period was the passing of the Trade Unions Act, 1926 and the 
Trade Disputes Act, 1929. 

The former Act provides for registration of trade unions and affords legal protection to intervene 
in trade disputes. 

The later Act provided for ad hoc Conciliating Board and Court of Enquiry for the settlement of 
trade disputes. 

1935 – 1938 Period 

During this period unity was forced in trade unions. This led to revival of the trade union 
activity.  

In 1935, the All India Red Trade Union Congress merged itself with AITUC. 
vtu

so
lut

ion
.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



 

In 1938, an agreement was arrived at between All India National Trade Union Federation and 
AITUC and consequently NTUC affiliated itself with AITUC. 

The year 1938, saw the most important state enactment, viz., the Bombay Industrial Disputes 
Act, 1938. The significant features of the Act were as: 

a. Compulsory recognition of unions by the employer,  

b. Giving the right to workers to get their case represented either through a 
representative union where no representative union in the industry/centre/unit existed 
through elected representative of workers or through the Government Labour offifcer. 

c. Certification of Standing Orders which would define with sufficient precision the 
conditions of employment and make them know to workmen,  

d. The setting up an Industrial Court, with original as well as appellate jurisdiction to 
which parties could go for arbitration in case their attempts to settle matters between 
themselves or through conciliation did not bear fruit,  

e. Prohibition of strikes and lockouts under certain conditions. 

1939 – 1946 Period 

Discuss the Various Functions and Roles of Trade Unions. 

 The basic function of unions is to protect and promote the interest of the workers and 
conditions of their employment. The other factors are: 

i) Achieving higher wages and better working and living conditions for the 
members; 

ii) Acquiring the control of industry by workers; 
iii) Minimising the helplessness of the individual workers by making them stand 

collectively and increasing their resistance power through collective bargaining; 
protecting the members against victimization and injustice of the employers: 

iv) Raising the status of the workers as partners of the industry and citizens of society 
by demanding increasing share for the workers in the management of industrial 
enterprises; 

v) Providing a worker self-confidence and a feeling that he is not simply a clog in 
the machine; 

vi) Imbibing sincerity and discipline in workers; 
vii) Taking up welfare measures for improving the morale of the workers and 
viii) To protect the right of to be consulted on all the matters affecting the worker‘s 

interest. 
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The National Commission on Labour has pointed out the following basic fuctions on which the 
trade unions have to pay greater attention: 

i) To secure for workers fair wages; 
ii) To safeguard security of tenue and improve conditions of service; 
iii) To enlarge opportunities for promotion and training; 
iv) To improve working and living conditions; 
v) To provide for educational, cultural and recreational facilities; 
vi) To co-operate in and facilitate technological advance by broadening the 

understanding of workers on its underlying issues; 
vii) To offer responsive co-operation in improving levels of production and 

productivity, discipline and high standard of quality and generally 
viii) To promote individual and collective welfare. 
Besides these basic functions of the trade unions, the Commission also entrusted the 

following responsibilities upon the trade unions. 
i) Promoting of national integration; 
ii) Generally influencing the socio-economic policies of the community through 

active participation in their formulation at various levels and 
iii) Instilling in their members a sense of responsibility towards the industry and the 

community. 

The functions of trade unions can be divided into four categories, viz.,  

a. Militant or protective or intra-mural functions – these functions include protecting the 
workers‘ interests, ie.,  

- Hike in wages,  
- Providing more benefits,  
- Job security etc., through collective bargaining and direct action such as strikes, 

gheraos ets. 

b. Fraternal or extra-mural functions – these functions include providing  

- financial and non-financial assistance to workers during the periods of strikes and 
lock-outs,  

- extension of medical facilities during sickness and causalities,  
- provision of education,  
- recreation and housing facilities,  
- provision of social and religious benefits etc. 
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c. social functions – these function include carrying out social service activities, 
discharging social responsibilities through various sections of the society like educating 
the customers. 

d. Political functions – these functions include  

- Affiliating a union to a political party,  
- Helping the political party in enrolling members,  
- Collecting donations,  
- Canvassing during the election period,  
- Seeking the help of political parties during the strikes and lock-outs. 

e. Ancillary functions – ancillary functions of trade unions include 

Communication – trade unions communicate its activities, programmes, decisions, 
achievements etc. to its members through publication of newsletters or magazines. 

Welfare activities – trade unions undertake welfare activities like acquiring of house 
sites, construction of houses, establishment of co-operative housing societies, oraganising 
training activities etc. 

Education – trade union provide educational facilities to its members and their family 
members. 

Research – trade unions arrange to conduct research programmes. They systematically 
collect and analyze data and information for collective bargaining, preparing of notes for 
union officials, for court cases etc. 

(i) community, race or religion and 

(ii) To secure and maintain for the workers the right to strike. 

Code of Discipline and historical initiatives for harmonious IR 

Corporate codes of conduct on workers‟ rights and labour standards hold out a third way to promote 

labour rights in the global economy. Advocates argue that codes of conduct can harness the market power 

of informed consumers to halt abuses against workers in developing countries. Many supporters see such 

codes as a civil society alternative to ―first way‖ government regulation or ―second way‖ trade union 

organizing and collective bargaining to protect workers‘ rights. Governments cannot possibly inspect 

every workplace and catch every lawbreaker, goes the argument. And trade unions face a worldwide 

crisis of organizing and bargaining, especially in sweatshop industries. Codes of conduct offer a new 

option through private sector self-regulation using civil society vigilance. And like cereal boxes on a 

vtu
so

lut
ion

.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



 
supermarket aisle, a daunting variety of worker rights codes of conduct have entered the public policy 

marketplace in just the past two years ñ the Fair Labour Association (FLA), the Workers Rights 

Consortium (WRC), Social Accountability 8000 (SA8000), the Ethical Trading Initiative (ETI), the Clean 

Clothes Campaign (CCC) and more. 

In the year 2001, the Clean Clothes Campaign has conducted an extensive evaluation and strategic 

discussion. During a conference, in Barcelona, Spain, a common agenda for the different spheres of 

action was developed with international partners of the CCC network. 

High on the list of priorities for the years to come is the improvement and clarification of the relationship 

between active organisations, both NGOs and trade unions, in Western Europe and partners in producing 

countries. 

Within Asia, India is both in size and in its share of international garment production an important player. 

Until now, contacts between the CCC and Indian trade unions and NGOs have been fragmented and were 

mainly related to specific projects. Besides, there is relatively little co-operation between these 

organizations at the national level. Large differences exist between trade unions and NGOs as well as 

between different Indian regions. 

As a result of the Barcelona conference, CEC (Centre for Education and Communication, based in New 

Delhi) offered to facilitate meetings in Delhi, Mumbai and Tirupur in which the CCC, Indian trade unions 

and NGOs could participate. The aim of the meetings was to stimulate interaction, increase understanding 

of each other‘s work and to exchange ideas. 

CEC is working on a big research project on working conditions in the garment industry in India within 

the changing global context. A major development for India is the phase out of the Agreement on Textiles 

and Clothing (MFA). The research is conducted in three areas, Delhi, Mumbai and Tirupur and will 

provide input for a multi-stakeholder dialogue to be organised by CEC in the three cities at the beginning 

of 2002. CEC felt that an exchange with the CCC would also benefit this process. 

The meetings facilitated by CEC, each lasting half a day, took place in the last two weeks of October and 

the first week of November 2001. On the CCC side Ms Jantien  

Meijer from the India Committee of the Netherlands, coalition partner of the CCC and Ms Ineke 

Zeldenrust from the CCC International secretariat were present. CEC sent a team of two to each meeting: 

In Tirupur, the T-shirt town in Tamil Nadu, a fourth strategy meeting was organised by SAVE, an NGO 

that has been a long term partner of the CCC. This meeting took place at the beginning of November 

2001. About twenty NGOs from the region participated and the meeting led to the establishment of the 

CCC Tamil Nadu Taskforce. 
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Government policies relating to labor 

The Constitution of India provide detailed provisions for the rights of the citizens and also lays down the 

Directive Principles of State Policy which set an aim to which the activities of the state are to be guided. 

On the basis of these Directive Principles as well as international instruments, Government is committed 

to regulate all economic activities for management of safety and health risks at workplaces and to provide 

measures so as to ensure safe and healthy working conditions for every working man and woman in the 

nation. Government recognizes that safety and health of workers has a positive impact on productivity 

and economic and social development. Prevention is an integral part of economic activities as high safety 

and health standard at work is as important as good business performance for new as well as existing 

industries. 

The Constitution of India provide detailed provisions for the rights of the citizens and also lays down the 

Directive Principles of State Policy which set an aim to which the activities of the state are to be guided.  

These Directive Principles provide 

a) For securing the health and strength of employees, men and women;  

b) That the tender age of children are not abused;  

c) That citizens are not forced by economic necessity to enter avocations unsuited to their age or 
strength; 

d) Just and humane conditions of work and maternity relief are provided; and  

e) That the Government shall take steps, by suitable legislation or in any other way, to secure the 
participation of employee in the management of undertakings, establishments or other 
organisations engaged in any industry. 

OBJECTIVES:  

The policy seeks to bring the national objectives into focus as a step towards improvement in safety, 
health and environment at workplace. The objectives are to achieve:-  

a) Continuous reduction in the incidence of work related injuries, fatalities, diseases, disasters and 
loss of national assets.  

b) Improved coverage of work related injuries, fatalities and diseases and provide for a more 
comprehensive data base for facilitating better performance and monitoring.  

c) Continuous enhancement of community awareness regarding safety, health and environment at 
workplace related areas.  

d) Continually increasing community expectation of workplace health and safety standards.  
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 e) Improving safety, health and environment at workplace by creation of “green jobs” contributing 
to sustainable enterprise development 

ILO and its influence on Legal enactments in India. 

International Labour Organization 
 
According to ILO, IR deals with either the relationships between the state and the employers and 

workers of the organization, relation between the occupational organizations themselves. 

Structure of the ILO: 
It is organized around 3 sub-systems: 

•  An international labour conference 

•  A governing body 

•  An international labour office 

•  Full employment and raising the standard of living 

•  The employment of workers in the occupation in which they can have fullest 

satisfaction. 

•  The provisions as a means to the attainment of this end 

•  Policies in regard to wages and earnings bonus and other conditions 

•  The effective recognition of the right of collective bargaining 

•  The extension of social security measures 

•  Adequate protection for life and health of workers in all occupations 

•  Provision for child welfare and maternity protection 

•  Provision of adequate nutrition, housing and facilities for recreation and culture 

• The assurance of equality of educational and vocational opportunity 
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MODULE 2: (8 Hours) 

Collective Bargaining & Negotiation: 

Collective Bargaining: Definition, Meaning, Nature, essential conditions for the success of collective 
bargaining, functions of collective bargaining, importance of Collective Bargaining, collective bargaining 
process, prerequisites for collective bargaining, implementation and administration of agreements. 

Negotiations-Types of Negotiations-Problem solving attitude, Techniques of negotiation, negotiation 
process, essential skills for negotiation, Workers Participation in Management 

 

Introduction 

Collective bargaining is a procedure by which the terms and conditions of workers are regulated 

by agreements between their bargaining agents and employers. Sidney and Beatrice Webb were 

the first to use the term ―collective bargaining‖ in 1891. 

Subsequently, Samual Gompers, the President of America, Federation of Labour in USA, 

considered ‗collective bargaining‘ as the most important tool for determining the terms and 

conditions of employments. 

Gradually, the term came to be used extensively not only by the trade unionists and employers, 

but also by the government agencies, academicians and others. 

It has become a very important institution in the realm of industrial relations and volumes of 

literature on the subject have come up all over the world. 

What is the concept of Collective Bargaining? 

There are three concepts of collective bargaining with different emphasis and street, namely 

1. Marketing Concept 

The marketing concept views collective bargaining as the means by which labour is 

bought and sold in the market place. 

In this context, collective bargaining is perceived as an economic and an exchange 

relationship. 
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This concept focuses on the substantive content of collective agreement on the pay 

hours of work, and fringe benefits, which are mutually agreed between the employers 

and trade union representatives on behalf of their members. 

2. Governmental Concept 

The governmental concept of collective bargaining, on the other hand, regards the 

institution as constitutional union representatives. 

Here collective bargaining is seen as a political and power relationship. 

3. Industrial Relations or Managerial concept 

In this concept collective bargaining view the institution as a participative decision-

making between the employees and employers, on matters in which both the parties 

have vital interest. 

There are three approaches in industrial concept. 

a. Unilateral 

In this approach, employer alone decides the terms and conditions of 

employment. This is known as Individual Bargaining. 

b. Bilateral 

In bilateral approach, the Employer and Worker negotiate with each other. When 

workmen / their associations and their representatives, negotiate with one another. 

It is known as bipartite collective bargaining. 

c. Tripartite 

In Tripartite Approach, besides the two main parties, a third party also intervenes 

to facilitate settlement. 

 Define Collective Bargaining. 

According to Stevens, ―as a social-control technique for reflecting and transmitting the basic 
power relationships which underline the conflict of interests in an industrial system.‖ 
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According to Flanders, ―collective bargaining is joint administration synonymous with joint 
management.‖ 

According to Harbison, ―a process of accommodation between two institutions, which have both 
– command and conflicting interests.‖ 

According to ILO, ―as negotiations about working conditions and terms of employment between 
an employer and one or a group of employees or one or more employees‘ organisations, on the 
one hand, and one or more representative of workers‘ organisations, on the other, with a view to 
reaching an agreement.‖ 

Briefly describe the Essential Conditions for Success of Collective Bargaining. 

 The success of collective bargaining depends upon the following factors: 

a. Constructive consultation between the trade union and the management is 
possible only when the bargaining power of two parties is relatively equal and is 
exercised with responsibility and discrimination. 

b. Two parties of collective bargaining accept the principle of „free consultation‟ 
and „free enterprise‟ consistent with the advancement of public interest. 

c. The willing acceptance by the management to recognise representative union for 
this purpose. 

d. Both the parties must have mutual confidence, good faith and a desire to make 
collective bargaining machinery a success. 

e. Management should not await the Union to raise problems but should make every 
reasonable effort to prevent them from arising and to remove them promptly when 
they arise. 

f. An emphasis upon a problem solving approach with de-emphasis upon excessive 
legalism. 

g. Dispose of the issues in the same meeting and minimise pending of items. 

h. Desire of the management to settle the issues to the satisfaction of employees. 

i. Unions must understand the economic implications of collective bargaining and 
realise that union demands must be met from the income and resources of the 
organisation. 

j. Both the parties should represent the rights and responsibilities of each other. 

k. The process of bargaining should be free from unfair practices. 
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l. Unanimity among workers: Before entering into negotiations, there must be 
unanimity among workers. At least the representatives of workers should be able 
to represent the opinion or demands of majority. 

m. The attitudes of the parties should be positive. Both the parties should reach the 
negotiating table with an intention to find better solutions. 

n. The parties involved in collective bargaining should be prepared to give away 
something in order to gain something. 

o. Both the parties to collective bargaining should observe and follow the terms and 
conditions of previous agreements that are reached. 

Collective bargaining, being a continuous process, can be effective only with the 
successful implementation of previous agreements.  

p. The representatives of both the parties should fully understand and be clear about 
the problems and their implications. 

q. The workers can make effective use of collective bargaining process to achieve 
participative management and good working conditions. They should not confine 
collective bargaining for more monetary benefits. 

State the Features of Collective Bargaining 

 Some of the essential conditions/ features for success of collective bargaining are: 

Collective 
It is Collective in two ways. One is that all the workers collectively bargain for their 
common interests and benefits. Workers and management jointly arrive at an amicable 
solution through negotiations. 

Strength 
It is an industrial democracy at work. Both the parties bargain from a position of equal 
Strength. 
 
Flexible 
Both workmen and management spend energies to arrive at a consensus. No party can 
afford to be inflexible and rigid in such situations. Usually the parties concerned start 
negotiations with entirely divergent views but finally reach middle point acceptable to 
both. A give and take process. 

Voluntary 
Both come to the negotiation table voluntarily in order to have a meaningful dialogue on 
various troubling issues. They try to probe each other‘s viewpoints thoroughly before 
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arriving at an acceptable solution. The implementation of agreement reached also a 
voluntary process. 

Continuous 
A continuous process does not commence with negotiations and with an agreement. The 

agreement is only a beginning of collective bargaining. It is a continuous process which 
includes implementation of the agreement and also further negotiations. 

Dynamic 
 

A dynamic process the mental make – up of parties keep changing as a result, the concept 
itself changes, grows and expands over time. 
 
Power relationship 
 
Workers want to gain maximum from management, and management wants to offer less 
as possible. Both to retreat form such positions and accept less than what is asked for and 
give more than what is on offer, management tries to retain control on work place matters 
and union holds workmen. 
 
Representation 
Employer does not directly deal with workers. He carries out negotiations with 
representatives of unions who are authorized to bargain with the employer on work 
related matters. 
 
Bipartite process 
The employers and employees negotiate the issues directly, face to face across the table. 
There is no third party intervention. 
 
Complex 
A complex process involving a number of procedures, techniques and tools: 

o  Preparation for negotiation 
o  Timing 
o  Selection of negotiators. 
o Agenda 
o Tedious negotiations 
o  Make up of agreement 
o  Ratification 
o  Enforcement etc. 

 
State the Functions of Collective Bargaining. 

Collective bargaining plays an important role in preventing industrial disputes, settling these 
disputes and maintaining industrial peace by performing the following functions: 

o Increase the economic strength of employees and management. 
o Establish uniform conditions of employment. 
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o Secure a prompt and fair redressed of grievances. 
o Lay down fair rates of wages and other norms of working conditions. 
o Achieve an efficient functioning of the organisation. 
o Promote the stability and prosperity of the company. 
o It provides a method of the regulation of the conditions of employment of those 

who are directly concerned about them. 
o It creates new and varied procedures for the solution of the problems as and when 

they arise – problems which vex industrial relations; and its form can be adjusted 
to meet new situations. 

o It provides a flexible means for the adjustment of wages and employment 
conditions to economic and technological changes in the industry, as a result of 
which the changes for conflicts are reduced. 

o As a vehicle of industrial peace, collective bargaining is the most important and 
significant aspect of labour-management relations, and extends the democratic 
principle from the political to the industrial field. 

o It builds up a system of industrial jurisprudence by introducing civil rights in the 
industry. In other words, it ensures that the management is conducted by rules 
rather than by arbitrary decisions. 

Explain the Process of Collective Bargaining. 

 There are two stages in collective bargaining, viz.,  

1. The negotiation stage and 
2. The stage of contract administration. 

1. Negotiation 

a. Identification of Problem 

The nature of the problem influences the whole process whether the problem is very 

important that is to be discussed immediately or it can be postponed for some other 

convenient time, whether the problem is minor that it can be solved with the other 

party‘s acceptance on its presentation and does not need to involve the long process 

of collective bargaining process etc. 

b. Collection of Data 

Both labour and management initially spend considerable time colleting relevant data 
relating to 

 Grievances,  
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 Disciplinary actions,  
 Transfers and promotions,  
 Lay-offs,  
 Overtime,  
 Former agreement copying 

o Wages. 
o Benefits,  
o Working conditions and 
o Current economic forecasts,  
o Cost of living trends,  
o Wage rate in a region across various 

 Occupations,  
 Competitive terms offered by rivals in the field etc. 

c. Selection of Negotiators 
 
The success of collective bargaining depends on the skills and knowledge of the 
negotiators.  
Effective negotiators should have a 

 Working knowledge of trade unions principles,  
 Operations,  
 Economics,  
 Psychology and  
 Labour laws. 

Timing is important. Effective speaking debating skills are essential. 
d. Preparing for negotiations 

When it becomes necessary to solve the problem through collective bargaining 
process, both the parties prepare themselves for negotiations. 

e. Negotiations of agreement 

Usually, there will be chief negotiator who is from the management side. He directs 
over the process. 

The chief negotiator presents the problem, its intensity and nature and the views of 
both the parties. 

When a solution is reached at, it is put on the paper, taking concerned legislations into 
consideration. 

Both the parties concerned, sign the agreement which, in turn, becomes a binding 
contract for both the parties. 

2. Contract Administration 
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Implementation of the contract is as important as making a contract. Management usually 
distributes the printed contract, its terms and conditions throughout the organisation. 

The union takes steps to see that all the workers understand the contract and implement it. 

Briefly describe the Prerequisites of Collective Bargaining. 

1. Strong, independent and well-organized unions. 
2. Recognition of the union as bargaining agents. 
3. Willingness to adopt a “Give and Take” approach. 
4. Favourable political climate. 
5. Mutual trust and good faith. 
6. Absence of unfair labour practices. 
7. A problem-solving approach rather than a fire-fighting approach. 
8. The success of collective bargaining is directly linked with the strength of the parties. 

The strength of the parties on the power to strike or declare lock-outs, financial 
position and market situation and other imperatives. 

9. Bargaining power of both parties to be equal for contributively consultation between 
them i.e. union management. 

10. Both to accept the principle of free consultation and free enterprise for advancement 
of public interest. 

 
Discuss the Various Types of Collective Bargaining 
 
Four distinct type of bargaining have evolved over time, namely conjunctive, cooperative, 
productivity and composite bargaining. These are discussed below. 
 

a. Conjunctive / distributive bargaining 
 

- The parties try to maximise their respective gains 
- They try to settle economic issues such as wages, benefits, bonus, etc., through zero-

sum game (where my gain is your loss and your gain is my loss). 
- Union negotiate for maximum wages. 
- Management wants to yield as little as possible – while getting things done through 

workers. 
 

b. Cooperative bargaining 
 

- When companies are hit by recession, they cannot offer the kind of wages and 
benefits demanded by workers. 
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- Both parties realise the importance of surviving in such difficult times and are willing 
to negotiate the terms of employment in a flexible way. 

- Eg. TELCO, ASHOK LEYLAND resorted to cooperative bargaining. 

c. Productivity bargaining 
 

- In this method, workers‘ wages and benefits are linked to productivity. 
- A standard productivity index is finalised through negotiations initially. 
- Management gains control over workplace relations and is able to tighten the norms 

still further in future negotiations. 

d. Composite Bargaining 
- It is alleged by workers that productivity bargaining agreements have increased their 

workload. 

- In this method, labour bargains for wages as usual but goes a step further demanding 
equity in matters relating to work norms, employment levels, manning standards they 
ensure the workload of workers does not increase, this helps to maintain a status quo 
as far as employment level is concerned. 

Advice for Effective Bargaining 

- Be sure to set clear objectives for bargaining item, and be sure you understand the 

reason for each. 

- Do not hurry. 

- When in doubt, caucus with your associates. 

- Be well prepared with firm data supporting your position. 

- Always strive to keep some flexibility in your position. 

- Don‘t concern yourself just with what the other party says and does; find out why. 

- Respect the importance for face saving for the other party. 

- Be alert to the real intentions of the other party – not only for goals, but also for 

priorities. 

- Be a good listener. 

- Build a reputation for being fair but firm. 

- Learn to control your emotions and use them as a tool. 
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- As you make each bargaining move, be sure you know its relationship to all other 

moves. 

- Measure each move against your objectives. 

- Pay close attention to the wording of every clause negotiated, ; they are often a source 

of grievances. 

- Remember that collective bargaining is a compromise process; there is no such thing 

as having all the pie. 

- Try to understand people and their personalities. 

- Consider the impact of present negotiation on those in future years. 

 

Mandatory Bargaining Items 

Wages  Severance pay 
Hours of work Non-discriminatory hiring of all employees 
Discharge Plant rules 
Arbitration  Safety  

Holidays, paid, vacation Prohibition against supervisor doing unit 
work  

Duration of Agreement Super-seniority of union 
Grievance Procedure Stewards  
Lay-off Plan Plant close down and relocation 
Reinstatement of workers Job posting procedures 
Change of payment from hourly base to 
salary base Plant reopening 

Union security and check-off Employee physical examination  
Work rules and rules of discipline Agreements for negotiations 
Merit wage increase Change in insurance benefits 
Work schedule Profit-sharing plan 
Lunch period Over-time pay 
Rest periods Agency shop 
Pension plan Sick leave, maternity benefits 
Rest periods Employer‘s instance on  
Pension plan Clause regarding arbitration 
Retirement age and retirement benefits Right to enforce award 
Bonus payments Company house 
Prices of meals provided by company Discrimination racial 
Group insurance (health, accident, policies 
life) Productions ceiling imposed by union 
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Promotions  Change of employee status to independent 
contractors 

Seniority  Management strikes clause 

Transfer  Cancellation of seniority on relocation of 
plant 

Work assignments No strike clause 
Piece rates, incentive schemes Stock purchase plan 
Workload, norms of work Discount on company products 
 

Discuss the Trends in Collective Bargaining in India 

Introduction 

Collective bargaining is concerned with the relations between the management representatives 
and union representatives. Collective bargaining has been characterized as form of industrial 
democracy and industrial government. It involves the 

- Process of negotiation,  
- Administration, and 

- Interpretation of collective agreements covering 

o Wages,  
o Hours of work and 
o Other conditions of employment for a specific period of time. 

 

Concerns for collective Bargaining in India 

Major Areas of Concern Union Concern Management Concern 

Unemployment Create more jobs, resist job 
flexibility 

Reduce workforce, make job 
flexible 

inflation Improve purchasing power, 
protect real wages 

Pay for performance, not cost 
of living, put ceiling on DA, 
cut labour costs 

Working time Reduction  Increase  

Social Security Pension, regularise all forms 
of employment 

Reduce burden through 
typical contracts of 
employment 

New Technologies Effects on jobs, benefits, 
safety and health 

Effects on productivity and 
profitability 

Flexibility  Flexibility for employees 
Management discretion in 
employment practices, 
including multiskilling 

Changes in Practices Union Consent Management prerogative in 
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method, equipment, process 
and other changes 

The bipartite nature of collective bargaining helps the two parties involved – the management 

and the unions – to sit across the table and resolve matters of mutual interest about which they 

have detailed information and knowledge and therefore would be in the best position to discuss 

the issues and come to a meaningful settlement.  

Therefore, when third party intervention is sought, there are bound to be compromises and 

adjustments, not necessarily tackle the substantive issues but make fore ‗cake icing‘ type of 

adjustments. 

 

Settlement Showing the Number of Collective Bargaining Agreements Registered 

Month Year 
1982 1981 1980 1979 1978 1977 1976 1975 1974 

Jan 73 102 - 87 - - 65 31 - 
Feb 66 91 -  - - - - - 
Mar 69 60 - 71 - - - 36 - 
Apr 83 80 - 65 - - - 30 - 
May 63 70 - 52 - - - 58 - 
June  70 63 - 72 - - 59 43 - 
July  65 93 116 86 - - 66 88 - 
Aug  51 72 111 77 - - 120 84 86 
Sep  66 59 93 93 - - 68 110 988 
Oct  98 64 94 - - - 80 76 51 
Nov  76 45 70 - - - - 47 52 
Dec  39 78 58 - 61 - - 85 56 

Total  819 877 222 603 61 - 458 688 343 
  Sources: Various issues of Indian Labour Journal 

The above table had seen the increasing trend towards greater appreciation and use of collective 

bargaining practices.  

It has multiple application besides settling the terms and conditions of employment. It also is a 

mechanism for the institutional resolution of conflict and a means for worker participation, 

through discussions and involvement in the managerial decision-making process. This is the goal 

towards which stabilised organizations, with a history of bipartite agreements are moving, more 

so in the developed countries. 
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Conclusion 

Finally, collective bargaining requires a degree of maturity on the part of both the parties. It is a 

process that takes both time and skill, which have to be developed. But, above all, it has based on 

the assumption that reasonable men will want to reach an agreement, given time and the 

situational constraints and opportunities. 

Negotiations- 

Negotiation is a dialogue between two or more people or parties intended to reach a mutually 
beneficial outcome, resolve points of difference, to gain advantage for an individual or collective, 
or to craft outcomes to satisfy various interests. 

Negotiation occurs in business, non-profit organizations, and government branches, legal 
proceedings, among nations and in personal situations such as marriage, divorce, parenting, and 
everyday life. The study of the subject is called negotiation theory Professional negotiators are 
often specialized, such as union negotiators, leverage buyout negotiators, peace 

negotiators, hostage negotiators, or may work under other titles, such as diplomats, legislators or 
brokers 

Types of Negotiations 

Distributive negotiation 

Distributive negotiation is also sometimes called positional or hard-bargaining negotiation. It 

tends to approach negotiation on the model of haggling in a market. In a distributive negotiation, 

each side often adopts an extreme position, knowing that it will not be accepted, and then 

employs a combination of guile, bluffing, and brinkmanship in order to cede as little as possible 

before reaching a deal. Distributive bargainers conceive of negotiation as a process of 

distributing a fixed amount of value. 

The term distributive implies that there is a finite amount of the thing being distributed or 

divided among the people involved. Sometimes this type of negotiation is referred to as the 

distribution of a "fixed pie." There is only so much to go around, but the proportion to be 

distributed is variable. Distributive negotiation is also sometimes called win-lose because of the 

assumption that one person's gain results in another person's loss. A distributive negotiation often 

involves people who have never had a previous interactive relationship, nor are they likely to do 

so again in the near future. Simple everyday examples would be buying a car or a house. 
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Integrative negotiation 

Integrative negotiation is also sometimes called interest-based or principled negotiation. It is a 

set of techniques that attempts to improve the quality and likelihood of negotiated agreement by 

providing an alternative to traditional distributive negotiation techniques. While distributive 

negotiation assumes there is a fixed amount of value (a "fixed pie") to be divided between the 

parties, integrative negotiation often attempts to create value in the course of the negotiation 

("expand the pie"). It focuses on the underlying interests of the parties rather than their arbitrary 

starting positions, approaches negotiation as a shared problem rather than a personalized battle, 

and insists upon adherence to objective, principled criteria as the basis for agreement. 

Integrative negotiation often involves a higher degree of trust and the forming of a relationship. 

It can also involve creative problem-solving that aims to achieve mutual gains. It is also 

sometimes called win-win negotiation. ( Win-win game.) 

Problem solving attitude 

When things get uncomfortable during negotiations, sometimes our tendency is to dig in our 
heels and hold on to our position. That can be completely appropriate at times – the challenge is 
to do it in a way that is professional and consistent with your organization‘s values. A problem 
solving attitude can help. 

A problem solving attitude doesn‘t mean that you give in or instantly compromise every time a 
Manager disagree with the client. What it means is that a Manager demonstrate open-
mindedness. In other words, a Manager consistently let them know that he is open to hearing 
about different ways to approach the situation and reach a mutually acceptable solution. 

Techniques of negotiation 

1. Share information. 

We often approach negotiation being very guarded and wary of showing our cards. Yet, while 
we believe this is a smart approach, it has a negative impact on our outcomes and inhibits trust. 
As Grant points out, people tend to be matchers and ―follow the norm of reciprocity, responding 
in kind to how we treat them.‖ If we want to be trusted, we must first offer it. 

Studies have shown that revealing some information, even when it‘s unrelated to the negotiation, 
increases the outcome. You don‘t have to put all of your cards on the table at the outset. Simply 
putting something of yourself out there – your hobbies, personal concerns, or hopes – can set a 
positive tone that‘s conducive to gaining agreement.  

vtu
so

lut
ion

.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



 
2. Rank order your priorities. 

Typically when we negotiate, we know what our key issues are, and we sequence them. For example, if 
we‘re trying to close a new client, we might say that the price is most important, and if we don‘t agree, 
there‘s no use to continue. 

Grant recommends another approach called rank ordering. His research shows that you are able to achieve 
better outcomes by ranking and leaving all the issues on the table and being transparent about it. That way 
both parties can compare their rankings and determine what the full set of options really are. 

In the above example, perhaps a Manager could make trade-offs in scope or travel requirements if the 
client can‘t get to a Managers‘ price. 

 

3. Go in knowing your target price and your walkaway terms. 

Galinsky calls your walkaway price (or terms) your reservation price. Your target price is what 
you‘re hoping for. Often we go into negotiations with one or the other – or let our partner start 
the bidding. This puts us at a huge disadvantage. 

It‘s critical to do the research ahead of time here. You need your research to be based on firm 
data, as not only will it provide more confidence and power to you, but it also reduces the chance 
that you‘ll throw something crazy out there. By knowing your own range, it will help you make 
better decisions in the moment, and be clear about your limits. 

4. Make the first offer. 

This is one piece of advice that clearly defies conventional wisdom. In negotiations, information 
is often equated with power. We believe it‘s best to extract as much as possible from the other 
person before tipping our own hand. 

Grant and Galinsky both agree that the research is clear on this point: people who make first 
offers get better terms that are closer to their target price. The reason is the psychological 
principle of anchoring. Whatever the first number is on the table, both parties begin to work 
around it. It sets the stage. 

Often we are reluctant to go first because we may be way off, and disengage the other party. But 
Galinksy notes that this does not play out in the research. He said that most people make first 
offers that aren‘t aggressive enough. 

There‘s a reason we have the adage, ―you get what you pay for.‖ Higher prices make the buyer 
focus on the positives, while lower ones invite focus on the downsides. In other words, we 
find data that supports this anchor. (Consider real estate: a high-priced home makes us look at all 
the desirable qualities, while a below-market offering brings up a bad location or needed repairs.) 
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Galinsky says that ideally the best first offer is one that‘s just outside your partner‘s reservation 
price, but not so far that they have sticker shock. 

5. Don‟t counter too low. 

If you aren‘t able to make the first offer, then you need to also protect yourself against the 
anchoring effect. Caution: most people go too low, too quickly. Your counter should be based on 
the same information you would have used if you‘d made the first offer, Galinsky says. 

You may also want to consider re-anchoring, as Grant puts it. Let the other person know that 
their offer is way off, and go back in with a new reset. It also may be helpful to call out what 
you‘re observing to redirect the conversation, i.e. you may be trying to test my thinking with that 
first offer, but here‘s more of what I had in mind. 

6. Counter offers make both parties more satisfied. 

Every buyer wants to feel that they got a good deal; every seller wants to feel as if they drove a 
hard bargain. Parties are most satisfied on both fronts if there was some back and forth. This may 
come as a surprise if you‘re someone who abhors negotiation. 

Galinsky even advises that you shouldn‘t take the first offer, even if it meets your needs. By 
going back and asking for concessions you can ensure that you got the best deal, and increase 
your partner‘s satisfaction as well. More satisfied partners are more likely to work harder and be 
more committed to the end result, which is the ideal outcome from the start. 

Negotiation process-Stages of Negotiation 

In order to achieve a desirable outcome, it may be useful to follow a structured approach to negotiation. 
For example, in a work situation a meeting may need to be arranged in which all parties involved can 
come together. 

The process of negotiation includes the following stages: 

 Preparation 
 Discussion 
 Clarification of goals 
 Negotiate towards a Win-Win outcome 
 Agreement 
 Implementation of a course of action 

 

Essential skills for negotiation 

Interpersonal Skills 
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Good interpersonal skills are essential for effective negotiations, both in formal situations and in 
less formal or one-to-one negotiations. 

These skills include: 

 Effective verbal communication.  
 See our pages: Verbal Communication and Effective Speaking. 
 Listening.  
 We provide a lot of advice to help you improve your listening skills, see our page Active 

Listening. 
 Reducing misunderstandings is a key part of effective negotiation.  
 See our pages: Reflection, Clarification and The Ladder of Inference for more 

information. 
 Rapport Building.  
 Build stronger working relationships based on mutual respect. See our pages: Building 

Rapport and How to be Polite. 
 Problem Solving.  
 See our section on effective Problem Solving. 
 Decision Making.  
 Learn some simple techniques to help you make better decisions, see our section: 

Decision Making. 
 Assertiveness.  
 Assertiveness is an essential skill for successful negotiation. See our page: Assertiveness 

Techniques for more information. 
 Dealing with Difficult Situations.  

WORKERS PARTICIPATION IN MANAGEMENT 

Introduction  

Participative management is also referred to as workers‘ participation in management. The 

concept of workers‘ participation in management is considered a s a mechanism where workers 

have a say in the decision-making process of an enterprise formally. The concept of Quality 

Circles (QC) provides informal involvement of employees in the decision=making and 

implementation process. 

Definition  

According to Davis, ―it is a mental and emotional involvement of a person in a group situation 
which encourages him to contribute to goals and share responsibilities in them.‖ 
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Within the orbit of this definition, a continuum of men management relationship can be 
conceived: 

 Workers‘ control Joint Management Joint Consultation 

 Work Place Consultation Management Supremacy. 

Objectives of Workers‟ Participation in Management 

 The main objectives of Workers‘ Participation in Management include: 

1. To promote increased productivity for the advantage of the organisation, workers and 
society at large; 

2. To provide a better understanding to employees about their role and place in the process 
of attainment of organisational goals; 

3. To satisfy the workers‘ social and esteem needs; 

4. To strengthen labour management co-operation and thus maintaining industrial peace and 
harmony. 

5. To develop social education for effective solidarity among the working community and 
for aping latent human resources. 

6. An ideological point of view to develop self-management in industry. 

7. An instrument for improving efficiency of the company and establishing harmonious 
industrial relations. 

8. To build the most dynamic human resources and 

9. To build the nation through entrepreneurship and economic development. 

Forms of WPM 

 The forms of WPM vary from industry to industry and from country to country. 

 The important forms are: 

i. Labour-Management Consultation and Co-operation,  
ii. Joint Consultation and Model of Participation (U.K),  
iii. Union-Management Co-operation (USA),  
iv. Co-determination Scheme (West Germany),  
v. Joint Management Plan,  
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vi. Joint Decision-Making Model,  
vii. Workers‘ Control Model and  
viii. Self-Management or Auto Management Scheme. 

 The forms of Workers‘ Participation Management in India are: 

i. Works Committee; 
ii. Joint Management Councils; 
iii. Joint Councils and 
iv. Shop Councils. 

Works Committee 

The Industrial Disputes Act, 1949, provides for the setting up of work committees as a scheme of 

workers‘ participation in management which consists of representative of employers and 

employees. 

The act provides for these bodies in every undertaking employing 100 or more workmen.  

Objectives 

i. To promote measures for maintaining harmonious relations in the work 

place 

ii. To sort out differences of opinion in respect of matters of common interest 

to employers and employees. 

The Bombay Industrial Relations Act, 1946, also provides for these bodies, but under the 

provisions of this Act, the can be set up only in units which have arecognised union and they are 

called joint committees. 

Functions 

These work committees / joint committees are consultative bodies. 
Their functions include 

 Discussion of conditions of work like 

 Lighting,  
 Ventilation,  
 Temperature,  
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 Sanitation etc.,  

 Amenities like 

 Water supply for drinking purposes,  
 Provision of canteens,  
 Medical services,  
 Safe working conditions,  
 Administration of welfare funds 
 Educational and recreational activities and 
 Encouragement of thrift and savings. 

To promote measures for securing and preserving amity and good relations between the 
employers and to comment upon matters of their common interest or concern. 

The works committee have, as office bearer,  

President 

Vice – President 

Secretary 

Joint Secretary 

The President is a nominee of the employer and Vice-President is the workers‘ representatives. 
 The tenure of these bodies is two years. 
 The total strength of these bodies should not exceed 20. 

The employees‘ representatives have to be chosen by the employees. 
These committees functioned actively in some organisations like  
- Tata Iron Steel Company,  
- Indian Aluminium Works at Belur and 

- Hindustan Level. 

Joint Management Councils 

The Second Five Year Plan recommended the setting up of joint councils of management 

consisting of representatives of workers and the management. The Government of India deputed 

a study group (1957) to study the schemes of worker‘s participation in management in countries 

like UK, France, Belgium and Yugoslavia. 
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 The report of the study group was considered by the Indian Labour Conference (ILC) in 

its 15th session in 1957 and it made certain recommendations: 

1. The workers‘ participation in management schemes should be set up in selected 

undertakings on a voluntary basis. 

2. A sub-committee consisting of representatives of employers, workers and government 

should be set up for considering the details of workers participation in management 

schemes. 

Objectives 

 The objectives of Joint Management Councils are as follows: 

(i) To increase the association of employers and employees thereby promoting 
cordial industrial relations; 

(ii) To improve the operational efficiency of the workers; 
(iii) To provide welfare facilities to them; 
(iv) To educate workers so that they are well equipped to participate in these schemes; 

and 
(v) To satisfy the psychological needs of workers. 

 

Joint Management Council 

The Joint Management Councils for the whole unit and its membership remains confined to 

those who are actually engaged in the organisations. 

The tenure of the joint councils is for two years. 

The Chief Executive of the unit becomes its Chairman. 

Workers‘ members of the council nominate the Vice Chairman. 

The Joint Council appoints the Secretary who is responsible for discharging the functions of the 

council. 

The joint councils will meet once in four months, but the periodicity of the meeting varies from 

unit to unit, it may be once in a month, quarter etc. 
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The decisions taken at the joint council meetings are by the process of consensus and the 

management shall implement the decisions within one month. The scheme was implemented by 

the major units of the Central and State Governments. 

Objectives 

The objectives of JMC are as follows: 

1. To increase the association of employers and employees, thereby promoting cordial 
industrial relations. 

2. To improve the operational efficiency of the workers. 

3. To provide welfare facilities to them. 

4. To educate workers so that they are well prepared to participate in these schemes and 

5. To satisfy the psychological needs of workers. 

A tripartite sub-committee was set up as per the recommendations of Indian Labour Conference 
which laid down certain criteria for selection of enterprises where the JMCs could be introduced. 
They are: 

(i) The unit must have 500 or more employees; 

(ii) It should have a fair record of industrial relations; 

(iii) It should have a well organised trade union; 

(iv) The management and the workers should agree to establish JMCs; 

(v) Employers (in case of private sector) should be members of the leading 
Employers‘ Organisation; and 

(vi) Trade unions should be affiliated to one of the central federations. 

Shop Councils 

The shop council represents each department or a shop in a unit. Each shop council will consist 

of an equal number of representatives of employers and workers. 

The employer representatives will be nominated by the management and must consist of persons 

from within the unit concerned. 
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The workers‘ representative will be from among the workers of the department or shop 

concerned. 

The number of members of each council may be determined by the employers in consultation 

with the recognised union. 

The total number of members, however, may not generally exceed twelve. 

The decision of the shop council are to be taken on the basis of consensus but not by voting. 

Management of the shop councils meet at least once in a month. Management nominates the 

Chairman at least once in a month. Management nominates the Chairman of the shop council 

whereas workers‘ members of the council elect the vice-Chairman of the council. 

What are the various interpretations of workers participation? 

 There are five interpretations of participation. They are: 

 Informative Participation 
 Consultative Participation 
 Associative Participation 
 Administrative Participation and 
 Decisive Participation. 

Informative Participation 

It refers to sharing of information with workers regarding  

- economic position of the firm,  
- state of the market,  
- production and sales programme,  
- work methods,  
- balance sheet,  
- Expansion plans etc. 
Here the workers have no right to scrutinise the information provided by management. 

 Consultative Participation 

This involves a higher degree of sharing of views of the workers and giving them a 
chance to express their views on various issues concerning 

- Work,  
- Workplace,  
- Working conditions,  
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- Market standing,  
- Financial status, etc. 
Here the joint council of workers and management works as an advisory body only. 
Management may or may not accept the suggestions. 

 

Associative Participation 

Here the council is not purely advisory. The management is under a moral obligation to 

accept and implement the unanimous decisions of the council. 

Administrative Participation 

Here there is a greater degree of sharing authority and responsibility of managerial work, 

allowing workers a little more autonomy in exercising administrative and supervisory 

powers in respect of welfare, safety, benefits, rewards, etc. 

Decisive Participation 

This is the highest form of participation where decisions are taken jointly on matters 

relating to production, safety, welfare, etc. 

Reasons for the Limited Success of Workers‟ Participation in Management 

Despite the positive attitudes of both the parties about the conceptual framework of participation 

management, the arrangements of the participative management in public sector units have so far 

failed to deliver the goods. It is felt the existing system is not conducive to inherent constraints 

due to –  

(i) The inherent conflict between employees and management; 
(ii) The general belief that the workers are inferior to management; 
(iii) The fact that the system is management dominated and due to and 
(iv) The view that managers are averse to share responsibility. 

Suggestions for the Success of Workers‟ Participation in Management 

The following are the prerequisites for the successful functioning of the schemes of workers‘ 

participation in management. Managements, trade unions and the workers should be concerned 

with these prerequisites: 
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1. There should be mutual trust and faith among all the parties concerned. 

2. There should be progressive management in the enterprise and should recognise its 
obligations and responsibilities towards workers and trade unions. 

3. There should be strong, democratic and representative unions which should represent 
the causes of workers without neglecting the management‘s interest. 

4. There should be closely and mutually formulated objectives for participation by trade 
unions and the management. 

5. All parties concerned towards participative management should feel that they should 
participate at all levels. 

6. There should be effective communication between workers and management and 
effective consultation of the workers by the management. 

7. Both the parties should develop a favourable attitude towards the schemes of 
participative management. 

8. Management and Government should provide training to all the parties concerned to 
prepare them for participative management. 

9. Both the parties of anticipative management should be conscious of the benefits of the 
schemes. 
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Module 3: (8 Hours) 

Trade Union 

Trade Unions: Meaning, trade union movement in India, The role of the Trade Unions in Modern 
Industrial Society of India, functions of trade unions, objectives of important trade unions, The Trade 
Union Act, 1926, procedure for registration of Trade Union, Grounds for the withdrawal and cancellation 
of registration, union structure, Rights and responsibilities, Penalties for offences of trade unions, 
Difference between a registered and a recognised. Trade Union, problems of trade unions, future trends of 
trade union movement in India.(Employee Relations in IT Sector) 

 

What do you understand by Trade Union? 

It refers to the continuous association of wage earners for the purpose of maintaining and 
improving the conditions of their working lives. 

It refers to a permanent organisation of workers rather than one which is created for a particular 
purpose and died later on.  

Define Trade Union. 

According to G.D.H. Cole, “a trade union means an association of workers in one or more 
professions – an association carried on mainly for the purpose of protective and advancing the 
members‘ economic interests in connection with their daily work.‖ 

According to Dale Yoder, ―a continuing long term association of employees, formed and 
maintained for the specific purpose of advancing and protecting the interest of the members in 
their working relationship.‖ 

According to S.D. Punekar, ―a union is a continuous association of persons in the industry – 
whether the employer or independent workers – formed primarily for the purpose of the pursuit 
of the interests of its members of the trade they represent.‖ 

According to Trade Union Act 1926, ―as any combination, whether temporary or permanent, 
formed primarily for the purpose of regulating the relations between workers and employers. Or 
for imposing restrictive conditions on the conduct of any trade or business and includes any 
federation of two or more unions.‖ 

Main Features of the Above Definition 

- Trade union is association of either of employees or employers or of independent 
workers. 

- It is a relatively permanent formation of workers. It is not a temporary or casual 
combination of workers. 
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- It is formed on a continuous basis. 
- It is formed for securing certain economic benefits and social benefits to members. 

Economic benefits refers to 
o Better wages,  
o Better working and living conditions. 

- Social benefits refers to 

o Educational,  
o Recreational,  
o Medical,  
o Respect for individual. 

- It includes a federation of trade unions also. 

- It emphasises joint, coordinated action and collective bargaining. 

Briefly describe the Trade Union Movement in India 

Introduction  

The main elements in the development of trade unions of workers in every country have been 
more or less the same. The setting up of large-scale industrial units, created conditions of 
widespread use of machinery, new lines of production, and brought about changes in working 
and living environment of workers and concentration of industries in large towns. 

The number of trade unions has gone up and its membership and funds have increased. The 
development during the span of about one hundred and forty-five years may be considered 
broadly under the following six periods: 

(vi) Pre – 1918,  
(vii) 1918 – 24 ,  
(viii) 1925 – 34,  
(ix) 1935 – 38 , and 

(x) 1947 and since. 

The principal purpose of this section is to trace the origin and development of trade union 
movement in India. 

Pre – 1918  

The earliest sign of labour agitation in India was a movement in Bengal in 1860 led by 
Dinbandhu Mitra, a dramatist and social reformer of Bengal followed by some of 

vtu
so

lut
ion

.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



 

journalists to protest against the hardship of the cultivators and also the plantation 
workers. 
1860 – The Government has been appointed Indigo Commission. 
1875 – The first Factory Commission was, therefore, appointed in 1875 and as a result 
the Factories Act, 1881 was enacted. 
The purpose of this act was, however, inadequate to meet the evil of child labour and 
protect the women workers. 
1884 – Another Factory Commission was appointed. In the same year Mr. N. M. 
Lokhande organised the conference of the Bombay factory workers and drew up a 
memorandum signed by 5, 300 workers demanding a 
- Complete day of rest on Sunday,  
- Half-an-hour recess,  
- Working hours between 6.30 a.m to sunset,  
- The payment of wages not later than 15th of the month,  
- And the compensation for injuries. 
1889 – in 1889, in Bombay, workers of spinning and weaving mills demanded  
- Sunday as holiday,  
- Regularity in the payment of wages and 
- Adequate compensation in case of accident. 
1890 – the stand of 1884 was also reiterated and the petition this time was signed by 17, 
000 workers. The same year, the Bombay Mill Hand Association, the first labour 
association was organised as Mr. Lokhande as its President. 
Several labour associations were formed after 1890. For instance,  
- The Amalgamated Society of Railway Servants in India and Burma was formed in 

April 1897 and registered under the Indian Companies Act,  
- The Printers Union of Calcutta was formed in 1905,  
- The Bombay Postal Union was formed in 1907,  
- The Kamgar Hityardhak Shaba and Service League was formed in 1910. 

The post – 1890 period was also important for the reason that several strikes occurred 
during this period. 

- Two strikes which occurred in Bombay in 1894. 

- The first big strike of mill operatives of Ahmedabad occurred in the first week of 
February, 1895.  

- Strikes in Jute industries in Calcutta in 1896. 
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- In 1897, after plague epidemic, the mill workers in Bombay went on strike for 
payment of daily wages instead of monthly payment of wages. 

- In 1903, the employees of press and machine section of Madras Government went on 
strike for overtime work without payment. 

- Two-years later in 1905, the workers of the Government of India Press, Calcutta 
launched a strike, over the question of 

(v) Non-payment for Sunday and gazetted holidays; 
(vi) Imposition of irregular fines; 
(vii) Low rate of overtime pay; and 
(viii) The refusal of authorities to grant leave on medical certificate. 
The strike continued for over a month. The workers returned on fulfil ent of certain 
demands. 

- In December 1907, the workers of Eastern Railway Workshop at Samastipur went on 
strike on the issue of increment of wages. 

Features of labour movement during the period of 1860 – 1917 

First, the movement was led by the philanthropists and social reformers and not by 
workers. 

Second, there was no trade union in the modern sense. According to the Report on the 
working the Factories Act at Bombay, in 1892, the Bombay Mill Hands Associations was 
not be classified as genuine trade union. 

Third, the association mainly relied on petitions, memoranda and other constitutional 
means for placing their demands which were mainly confined to factory legislation, e.g.,  

o Hours of work,  
o Health,  
o Wages for over stay,  
o Leave,  
o Holiday, and 
o Such other matters. 

Fourth, the early movement was confined to the revolt against the conditions of child 
labour and women workers employed in various industries. 

Fifth, another feature of this period was the absence of strike as a means of getting 
grievances redressed. 

Sixth, strike during this period was considered to be the problem of law and order, 
instances are not lacking where police acted upon as strike-breakers by using force and 
framed false charges against strikers. 
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1918 – 1924 Period 

The period of 1918-1924 can perhaps be the best described as the era of formation of modern 
trade unionism. 

This period witnessed the formation of a large number of trade unions. Important among these 
were 

 Madras Labour Union,  
 Ahmedabad Textile Labour Association,  
 Indian Seamen‘s Union,  
 Calcutta Clerk‘s Union, and 
 All India Postal and RMS Association. 

One of the features of this period was that the All India Trade Union Congress started in 1920. 

Several factors were responsible for its formation and growth: 

First, economic conditions of workers played an important role in the formation of trade unions. 
The demands of Indian goods were increased enormously for two reasons: 

(iii) Shortage of shipping facilities led restricted imports of several 
commodities for which India was dependent on foreign countries. 

(iv) There was great demand of Indian goods from the allies and neutral 
countries. 

For these reasons the prices of Indian commodities, viz.., salt, cotton, cloth, kerosene rose high. 

Second, the political conditions prevailing in the country also helped the growth of labour 
movement. 

Third, the workers‘ revolution in Russia which established the first Workers‘ State in the world 
had its own influence on the growth of trade union movement. 

Fourth, the other factor responsible for the growth of trade union move was the worldwide unrest 
in the post-war period. The war gave awakening in the minds of industrial workers. 

Fifth, another factor was the setting up of the International Labour Organization in 1919 of 
which India was the founder member. The constitution of ILO required one representative from 
the Government of Member State. The Government without consulting the unions appointed 
Shri. N. M. Joshi as its representative. 
vtu

so
lut

ion
.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



 

This gave the anxiety to workers to organise. As a result AITUC was formed in 1920. This gave 
an opportunity to send member for ILO Conference and also brought a change in Government 
attitude to deal with labour problems. 

1925 – 1934 Period 

This period witnessed a split in AITUC, namely, leftist and rightist. Later in 1929, a wing of 
AITUC, the All India Trade Union Federation was formed. 

The main cause of the Communist influence was the economic hardship of workers. 

This period also shown remarkable decrease in the intensity of industrial conflict. At least two 
factors were responsible for it. 

First, the Trade Disputes Act was passed in 1929 prohibiting strikes and lockouts. 

Second, the failure of strikes and lockouts resulted in industrial strife. 

Another significant feature of this period was the passing of the Trade Unions Act, 1926 and the 
Trade Disputes Act, 1929. 

The former Act provides for registration of trade unions and affords legal protection to intervene 
in trade disputes. 

The later Act provided for ad hoc Conciliating Board and Court of Enquiry for the settlement of 
trade disputes. 

1935 – 1938 Period 

During this period unity was forced in trade unions. This led to revival of the trade union 
activity.  

In 1935, the All India Red Trade Union Congress merged itself with AITUC. 

In 1938, an agreement was arrived at between All India National Trade Union Federation and 
AITUC and consequently NTUC affiliated itself with AITUC. 

The year 1938, saw the most important state enactment, viz., the Bombay Industrial Disputes 
Act, 1938. The significant features of the Act were as: 

f. Compulsory recognition of unions by the employer,  

g. Giving the right to workers to get their case represented either through a 
representative union where no representative union in the industry/centre/unit existed 
through elected representative of workers or through the Government Labour offifcer. 
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h. Certification of Standing Orders which would define with sufficient precision the 
conditions of employment and make them know to workmen,  

i. The setting up an Industrial Court, with original as well as appellate jurisdiction to 
which parties could go for arbitration in case their attempts to settle matters between 
themselves or through conciliation did not bear fruit,  

j. Prohibition of strikes and lockouts under certain conditions. 

1939 – 1946 Period 

Discuss the Various Functions and Roles of Trade Unions. 

The basic function of unions is to protect and promote the interest of the workers and conditions 
of their employment. The other factors are: 

ix) Achieving higher wages and better working and living conditions for the 
members; 

x) Acquiring the control of industry by workers; 
xi) Minimising the helplessness of the individual workers by making them stand 

collectively and increasing their resistance power through collective bargaining; 
protecting the members against victimization and injustice of the employers: 

xii) Raising the status of the workers as partners of the industry and citizens of society 
by demanding increasing share for the workers in the management of industrial 
enterprises; 

xiii) Providing a worker self-confidence and a feeling that he is not simply a clog in 
the machine; 

xiv) Imbibing sincerity and discipline in workers; 
xv) Taking up welfare measures for improving the morale of the workers and 
xvi) To protect the right of to be consulted on all the matters affecting the worker‘s 

interest. 

The National Commission on Labour has pointed out the following basic fuctions on 
which the trade unions have to pay greater attention: 

ix) To secure for workers fair wages; 
x) To safeguard security of tenue and improve conditions of service; 
xi) To enlarge opportunities for promotion and training; 
xii) To improve working and living conditions; 
xiii) To provide for educational, cultural and recreational facilities; 
xiv) To co-operate in and facilitate technological advance by broadening the 

understanding of workers on its underlying issues; 
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xv) To offer responsive co-operation in improving levels of production and 
productivity, discipline and high standard of quality and generally 

xvi) To promote individual and collective welfare. 
Besides these basic functions of the trade unions, the Commission also entrusted the 

following responsibilities upon the trade unions. 
iv) Promoting of national integration; 
v) Generally influencing the socio-economic policies of the community through 

active participation in their formulation at various levels and 
vi) Instilling in their members a sense of responsibility towards the industry and the 

community. 

The functions of trade unions can be divided into four categories, viz.,  

f. Militant or protective or intra-mural functions – these functions include protecting the 
workers‘ interests, ie.,  

- Hike in wages,  
- Providing more benefits,  
- Job security etc., through collective bargaining and direct action such as strikes, 

gheraos ets. 

g. Fraternal or extra-mural functions – these functions include providing  

- financial and non-financial assistance to workers during the periods of strikes and 
lock-outs,  

- extension of medical facilities during sickness and causalities,  
- provision of education,  
- recreation and housing facilities,  
- provision of social and religious benefits etc. 

h. social functions – these function include carrying out social service activities, 
discharging social responsibilities through various sections of the society like educating 
the customers. 

i. Political functions – these functions include  

- Affiliating a union to a political party,  
- Helping the political party in enrolling members,  
- Collecting donations,  
- Canvassing during the election period,  
- Seeking the help of political parties during the strikes and lock-outs. 
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j. Ancillary functions – ancillary functions of trade unions include 

Communication – trade unions communicate its activities, programmes, decisions, 
achievements etc. to its members through publication of newsletters or magazines. 

Welfare activities – trade unions undertake welfare activities like acquiring of house 
sites, construction of houses, establishment of co-operative housing societies, organising 
training activities etc. 

Education – trade union provide educational facilities to its members and their family 
members. 

Research – trade unions arrange to conduct research programmes. They systematically 
collect and analyse data and information for collective bargaining, preparing of ntoes for 
union officials, for court cases etc. 

Discuss the Objectives of Important Indian Trade Unions. 

 The following are the important Indian trade unions. 

1. All India Trade Union Congress. 
2. Indian National Trade Union Congress. 
3. Other Central Unions. 

a. Hind Mazdoor Sabha. 
b. Bharathiya Mazdoor Sangh. 
c. UTUC 
d. National Front of Indian Trade Unions (NFITU) 

All India Trade Union Congress (AITUC) 

The most important year in the history of Indian Trade Union Movement is 1920, when the All 
India Trade Union Congress (AITUC) was formed, consequent upon the necessity of electing 
delegates for the International Labour Organization (ILO). 

This is the first All India Trade Union in the country. 

The first meeting of the AITUC was held in October, 1920 at Bombay under the Presidentship of 
Lala Lajpat Rai. 

Formation of AITUC led to the establishment of All India Railwaymen‘s Federation (AIRF) in 
1922. 

 The main objectives of the AITUC are: 
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(iii) To establish a socialist state in India; 
(iv) To socialise and nationalise means of production, distribution and exchange; 
(v)  To ameliorate the economic and social conditions of the working class; 
(vi)  To watch, promote and further the interests, rights and privileges of the workers in 

all matters relating to their employment; 

(vii) To secure and maintain for the workers the  

a. Freedom of speech,  
b. Freedom of press,  
c. Freedom of association,  
d. Freedom of assembly,  
e. The right to strike and 
f. The right to work and 
g. Maintenance. 

(viii)  To co-ordinate the activities of the labour unions affiliated to the AITUC. 

(ix) To abolish political or economic advantage based on caste, creed, community, race or 
religion and 

(x) To secure and maintain for the workers the right to strike. 

Indian National Trade Union Congress (INTUC) 

The efforts of the Indian National Trade Union Congress resulted in the establishment of Indian 
National Trade Congress (INTUC) by bringing the split in the AITUC. INTUC started gaining 
membership from its inception itself. 

 The objectives are INTUC are: 

(i) To place industry under national ownership and control in a suitable form; 

(ii) To secure increasing association of workers in the administration of industry and 

their full participation in that control; 

(iii) To organise society in such a manner as to ensure full employment and the best 

utilization of manpower and other resources; 

(iv) To promote social, civic and political interest of the working class; 

(v) To establish just industrial relations; 

(vi) To secure redressed of grievances, without stoppage of work, by means of 

negotiation, conciliation and falling these, arbitration and adjudication; 
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(vii) To take other legislative methods, including strikes or any suitable form of 

satyagraha, where adjudication is not applied and settlement of disputes within 

reasonable time by arbitration is not available for redressal of grievances; 

(viii) To make necessary arrangements for the efficient conduct and satisfactory and 

speedy conclusion of authorised strikes or satyagraha. 

(ix) To foster the spirit of solidarity, service, brotherhood, co-operation and mutual 

help among the workers; 

(x) To develop in the workers a sense of responsibility towards industry and the 

community and 

(xi) To raise the worker‘s standard of efficiency and discipline. 

Other Central Unions 

Socialists separated from AITUC had formed Hind Mazdoor Sabha (HMS) in 1948. The Indian 
Federation of Labour merged with the HMS. Radicals formed another runion under the name of 
United Trade Union Congress in 1949. 

Thus, the trade union movement in the country was split up into four distinct central unions 
during the short span of 1946 to 1949. 

 Some other central unions were also formed. They are 

 Bharatiya Mazdoor Sangh (BMS) in 1955,  

 The Hind Mazdoor Panchayat (HMP) in 1965,  

 The Centre of Indian Trade Unions (CITU) in 1970. 

The Objectives of Hind Mazdoor Shaba are: 

(i) To organise and promote the establishment of a democratic socialist society in 
India and to further the economic, political, social and cultural interests of the 
Indian working class; 

(ii) To provide full opportunities for the development of mental and physical 
personality of the workers; 

(iii) To strive for getting a living wage to all workers; 
(iv) To get full social security measures and comprehensive medical care introduced 

by the industry for workers; 
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(v) To get adequate leisure for the workers in the form of reasonable hours of work 
and holidays with pay; 

(vi) To arrange for adequate housing facilities; 
(vii) To arrange for the introduction of free and compulsory education and facilities for 

vocational guidance; 
(viii) To get effective recognition of the right of collective bargaining; 
(ix) To co-operate with other organisations in the country and outside having similar 

aims and objects and 
(x) To secure and maintain for workers  

a. freedom of association,  
b. freedom of assembly,  
c. freedom of speech,  
d. freedom of press and  
e. the right to strike. 

The objectives of Bharatiya Mazdoor Sangh are: 

(i) to establish the Bharatiya order of a classless society in which there shall be  

a. secured full employment; 

b. replacement of profit motive by service and establishment of economic 
democracy;  

c. development of autonomous industrial communities – with each one of them 
consisting of all the individuals connected with the industry as partners. 

(ii) To assist workers in organising themselves in trade unions as a medium of service to 
the motherland irrespective of faiths and political affinities; 

(iii)  The right to strike; 

(iv) To inculcate in the minds of the workers the spirit of service, co-ordination and 
dutifulness and develop in them a sense of responsibility towards the nation in 
general and the industry in particular. 

The objectives of Hind Mazdoor Panchayat are: 

(i) To organise and promote the establishment of a democratic socialist society in India 

and to further the economic, political, social and cultural interests of the Indian 

working class; 
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(ii) To provide full opportunities for the development of mental and physical personality 

of the workers; 

(iii) To strive for getting a living wage to all workers; 

(iv) To guarantee work to every worker; 

(v) To get full social security measures and comprehensive medical care introduced by 

the industry for workers; 

(vi) To get adequate leisure for the workers in the form of reasonable hours of work and 

holiday with pay; 

(vii)  To arrange for adequate housing facilities; 

(viii) To arrange for the introduction of free and compulsory education and facilities for 

vocational guidance; 

(ix)  To co-operate with other organizations in the country and outside having similar 

aims and objects; and 

(x) To secure and maintain for workers freedom of association, freedom of assembly, 

freedom of speech, freedom of press and the right to strike. 

The objectives of the UTUC are: 

(i) To establish a socialist society in India; 

(ii) To establish a workers‘ and peasants‘ society in India; 

(iii) To nationalise and socialise pertaining the means of production, distribution and 

exchange; 

(iv) To safeguard and promote the interests, rights and privileges of the workers in all 

matters, social, cultural, economic and political; 

(v) To secure and maintain workers‘ 
a. Freedom of speech,  
b. Freedom of press,  
c. Freedom of association,  
d. Freedom of assembly,  
e. Right to strike,  
f. Right to work or maintenance and the 
g. Right to social security and 

 

(vi) To bring about unity in the trade union movement. 

The objectives of National Front of Indian Trade Unions (NFITU) are: 
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(i) To organise and unity trade unions with the object of building up a National 

Central Organization of trade unions, independent of political parties, employers 

and the government, to further the cause of labour and that of national solidarity, 

security and defence of India, and to make the working people conscious of their 

rights as well as of obligations of all spheres of life; 

(ii) To secure to members of trade unions full facilities of recognition and effective 

representation of interest of workers and to ensure for the working people fair 

conditions of life and service and progressively to raise their social, economic and 

cultural state and conditions; 

(iii) To help in every possible way member trade unions in their fight to raise real 

wages of the workers; and 

(iv) To endeavour to secure for members of affiliated trade unions adoption of 

progressive legislation for their welfare and to ensure the effective enforcement of 

the rights and interests of members of affiliated trade unions and for the working 

people in general. 

The policies of Centre of Indian Trade Union (CITU) are: 

(i) The CITU believes that the exploitation of the working class can be ended only by 
socialising all means of production, distribution and exchange and establishing a 
socialist state, that is, it stands for the complete emancipation of the society from 
all exploitation. 

(ii) The CITU fights against all encroachments on the economic and social rights of 
the workers and the enlargement of their rights and liberties including the right to 
strike, for winning, defending and extending the freedom of the democratic trade 
union movement. 

(iii) In the fight for the immediate interest of the working class, the CITU demands; 

a. Nationalisation of all foreign monopoly concerns who barbarously exploit the 
working class; 

b. Nationalisation of all concerns owned by Indian monopolists and big industry 
who garner huge profits at the expense of the workers, who exploit the people 
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by pegging prices at a high level and who dictate the anti-labour and anti-
people policies of the Government. 

(iv) The CITU fights against the repressive policy of the Government towards the 
democratic and trade union movement. 

Briefly describe the Trade Union Structure 

The structure of Trade Unions in India varies from organization to organization. However, the 
structure can be classified into four types, viz.,  

1. Craft Unions; 
2. General Unions; 
3. Industrial Unions and 
4. Federations. 

Craft Unions 

- If the workers of the same craft or category of the job form into an union, that union 
is called Craft Union. 

- These Unions are called as horizontal unions. 

- The basic logic behind the formation of such unions is that the workers belonging to 
the same craft do face similar problems – mostly non-managerial personnel form such 
unions. 

- Examples of Craft Unions are 

o Drivers Associations,  
o Signalling Staff Union in Indian Railways. 

 
- For example, Lecturers in Degree Colleges with Ph.D. degree formed an association 

in order to protect their interests in getting additional salary, promotion and other 
privileges. 

General Unions 

- If the workers of any industry, any region and of any job or occupation form into one 

union in order to protect the overall interests of the workers, such union are called 

General Unions. 

Industrial Unions 

- If the workers of different categories form into a Union, that Union is called 

Industrial Union. These unions are called ―Vertical Unions‖. 
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- The logic behind the formation of these union is that workers of the same industry 

have the common bend and they are governed by same rules and regulations and are 

administered by the same management. 

Federation and Confederation 

- Industrial Unions, of the same industry or of the different industry may form into an 

association in order to improve Trade Union unity/strength. 

- Such a Union of Unions are called Federations. 

- During the critical situations, Unions/Federations in different industries may resort to 

concerted action without losing their individuality. In such situations, the federations 

form into an Association and such an association is called Confederation. For 

example,  

o Federation of Indian Railways,  

o P & T,  

o Central Government Employee may form into a Confederation. 

THE TRADE UNIONS ACT, 1926 

Origin and Growth 

A trade union, in common parlance, means an association of workers in a particular craft or 

industry. In a legal sense, it means an association formed primarily for the purpose of regulating  

- the relations between workmen and employers or 

- the relations between workmen and workmen or 

- the relations between employers and employers. 

According to L.J. Hanson, ―a trade union is essentially an organisation of the workers. Its main 

function is to enable the workers to act together, the individual by himself being in a weak 

bargaining position to negotiate with employers.‖ 

Objectives of Trade Union 

i) workers right to organise, and 
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ii) their right to press their demands collectively and to go on strike if 

their demands are not accepted. 

The establishment in 1919 of the ILO had its influence on the growth of unions in India. 

The formation in 1920 of the All India Federation, namely, the All India Trade Union Congress, 

was the result of these urges. The passing of the Trade Union Act, 1926 gave formal recognition 

to the workers‘ right to organise. 

Law Relating to Trade Unions 

The law relating to the registration of trade unions and certain other matters is contained in the 

Trade Union Act, 1926. 

 The Act was passed to regulate –  

(a) conditions governing the registration of trade unions; 

(b) obligations imposed upon a registered trade union; and 

(c) rights and liabilities of registered trade unions. 

The act came into force on 1st June, 1927 [Sec. 1(3)]. 

Definitions  

Appropriate Government (Sec.2). In relation to trade unions whose objects are not confined to 

one State, the ‗appropriate Government‘ means the Central Government. In relation to other 

trade unions, the ‗appropriate Government‘ means the State Government. 

Executive [Sec.2(a)]. It means the body, by whatever name called, to which the management of 

the affairs of a trade union is entrusted. 

Trade Dispute [Sec.2(g)]. It means any dispute –  

(a) between employers and workmen, or 

(b) between workmen and workmen, or 

(c) between employers and employer, which is connected with 

a. the employment or non-employment, or 

b. the terms of employment, or 
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c. the conditions of labour, of any person. 

Workmen means all persons employed in trade or industry whether or not in the employment of 

the employer with whom the trade dispute arises. 

Trade Union [Sec.2(h)]. It means any combination, whether temporary or permanent, formed –  

(A) Primarily for the purpose of regulating the relations: 

a. Between workmen and employers, or 

b. Between workmen and workmen, or 

c. Between employers and employer, or 

(B) For imposing restrictive conditions on the conduct of any trade or business. 

(C) It includes any federation 2 or more trade unions. 

Registered Trade Union [Sec.2€]. it means a trade union registered under the Act. 

Registration of Trade Unions 

Mode of Registration (Sec.4) 

Application for Registration 

Any 7 or more members of a trade union may, by subscribing their names to the rules of the 

trade union and by otherwise complying with the provisions of the Act with respect to 

registration, apply for its registration [Sec.4(1)]. 

Applicants ceasing to be members or dissociating not to affect application unless their 

number is more than half [Sec.4(2)]. 

Application for Registration to Registrar (Sec.5) 

Application for registration of a trade union is to be made to the Registrar of Trade Unions. It 

must be accompanied by a copy of its rules and a statement on the following particulars, viz., 

(a) The names, occupations and addresses of the members making the application; 

(b) The name of the trade union and address of its head office; and 

(c) The titles, names, ages, addresses and occupations of the officers of the trade union 

[Sec.5(1)]. 
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Rules of Trade Union [Sec.6] 

 The provisions of the Act and its rules provide for the following matters, namely: 

(a) The name of the trade union; 

(b) The whole of its objects; 

(c) The whole of the purposes for which the general funds of the trade union shall be 

applicable under Sec.15; 

(d) The maintenance of a list of the members of the trade union; 

(e) The admission of ordinary members who shall be persons actually engage or employed in 

the industry; 

(f) The payment of a subscription by the members of the trade union shall not be less than 25 

paise per month per member; 

(g) The conditions under which any members shall be entitled to any benefit assured by the 

rules and conditions under which fines may be imposed on the members; 

(h) The appointment of members of the executive and other office bearers; 

(i) The safe custody of the funds of the trade union; 

Power to call for further particulars and to require alteration of name [Sec.7] 

Registration [Sec.8] 

The Registrar. Or being satisfied that the trade union has complied will all the requirements of 

this Act in regard to registration, shall register the trade union. 

He shall register the trade union by entering in a register, to be maintained in such form as may 

be prescribed. 

Certificate of Registration [Sec.9] 

The Registrar, on registering a trade union under Sec. 8, shall issue a certificate of registration in 

the prescribed form. 

The certificate shall be conclusive, evidence that the trade union has been duly registered under 

the Act. 
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Characteristics of Registered Trade Union on Incorporation [Sec.13] 

 A trade union after registration acquires the following characteristics: 

i) It becomes a body corporate by the name under which it is registered. 

ii) It has perpetual succession and a common seal. 

iii) It has the power to acquire and hold both movable and immovable properties. 

iv) It has the power to contract. 

v) It can by the name under which it is registered sue and be used. 

Rights and Privileges of a Registered Trade Union 

 The following are the rights and privileges of a registered trade union: 

Body Corporate (Sec.13) 

- Every registered trade union is a body corporate by the name under which it is 

registered and has perpetual succession and a common seal with power to acquire and 

hold both movable and immovable property. 

Separate fund for political purposes (Sec.16) 

- A registered trade union may constitute a separate fund, from contributions separately 

levied for or made to that fund, from which payments may be made for the promotion 

of the civic and political interests of its members. [Sec.16(1)]. 

Immunity from punishment for criminal conspiracy (Sec.17) 

- An office-bearer or member of a registered trade union shall not be liable to 

punishment under Sec. 120-B(2) of the Indian Penal Code, 1860 in respect of any 

agreement made between the members for the purpose of furthering any such object 

of the trade union on which general funds may be spent. 

- Where, for eg, a strike is accompanied by violence, assault, intimidation, threat etc., 

this exemption is not available. Likewise a union leader is not entitled to claim 

immunity from punishment for breach of discipline. 

Immunity from civil suits (Sec.18) 
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- A suit or other legal proceedings shall not be maintainable in any Civil Court against 

any trade union or any office-bearer or member thereof in respect of any act done in 

contemplation or furtherance of a trade dispute to which a member of the trade union 

is a party. 

Enforceability of Agreements (Sec.19) 

- Notwithstanding anything contained in any other law for the time being in force, an 

agreement between the members of a registered trade union shall not be void or 

voidable. 

Right to inspect books of trade union (Sec.20) 

Right to minors to be members (Sec.21) 

Duties and Liabilities of a Registered Trade Union 

Change of Registered Office (Sec.12) 

- If any change in the address of the head office of a trade union takes place, notice of 

change must be given to the Registrar in writing. 

Objects on which general funds may be spent (Sec.15) 

The general funds of a registered trade union shall be spent only on the following objects, 

namely: 

- The payment of salaries, allowances and expenses to office-bearers of the trade 

union; 

- The payment of expenses for the administration of the trade union; 

- The expenses in prosecution or defence of any legal proceeding to which the trade 

union or any member thereof is a party. 

- The conduct of trade disputes on behalf of the trade union; 

- The compensation of members for loss arising out of trade disputes; 

- Allowances to members or their dependants on account of death, old age, sickness, 

accidents or unemployment of such members; 
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- The issue of, or the undertaking of liability under, policies of assurance on the lives of 

members, or under policies insuring members against sickness, accident or 

unemployment; 

- The provision of educational, social or religious benefits for members of for the 

dependants of members; 

- The upkeep of a periodical published mainly for the purpose of discussing questions 

affecting employees or workmen as such; 

Constitution of a fund for Political Purposes (Sec.16) 

 A registered trade union may constitute a separate fund from which payments may be 

made for the promotion of the civic and political interests of its members [Sec.16(1)]. 

 Such fund can be used in furtherance of the following objects, viz., 

- The payment of any expenses incurred by a candidate or prospective candidate for 

election as a member of any legislative body 

- The holding of any meeting 

- The maintenance of any person who is a member of any legislative body 

- The registration of electors of election of a candidate for any legislative body. 

Proportion of officers to be connected with the industry (Sec.22) 

Returns (Sec.28) 

- Every registered trade union shall send annually to the Registrar a general statement, 

audited in the prescribed manner, of all receipts and expenditure during the year 

ending on the 31st day of December. 

- It shall also send a statement of assets and liabilities on that date [Sec.28(1)]. 

PENALTIES 

Failure to submit returns (Sec.31) 

If default is made on the part of any registered trade union is giving any notice or sending any 

statement or other document as required by or under any provision of this act, every office-bearer 

vtu
so

lut
ion

.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



 

or other person bound by the rules of the trade union to give or send the same, shall be 

punishable with fine which may extend to Rs. 5. 

The information or statements required to be submitted by a registered trade union shall include: 

- Notice of change in the address of the head office of the trade union (Sec.12); 

- Notice of change of name on amalgamation (Sec.25); 

- Notice of dissolution (Sec.27); and 

- Returns (Sec.28) 

Further any person who wilfully makes, or causes to be made, any false entry in, or any omission 

from, the general statement required by Sec.28 or from any copy of rules or of alterations of 

rules sent the Registrar under Sec.28 shall be punishable with fine which may extend to Rs. 500 

[Sec.31(2)]. 

Supplying false information regarding trade union (Sec.32) 

 If any person provides false information about trade union regarding 

- Of the rules of the trade union, or 

- Of any alterations to the same. 

Such a person shall be punishable with fine which may extend to Rs. 200. 

Cognizance of offences (Sec.33) 

No Court inferior to that of a Presidency Magistrate or a Magistrate of the First Class shall try 

any offence under this Act [Sec.33 (1)]. 

In case of any offence of supplying false information regarding the trade union, the complaint 

may be made by the aggrieved person within 6 months of the date on which the offence is 

alleged to have been committed [Sec.33(3)]. 

 

Discuss the Problems of Trade Unions 

Through Trade Unions developed in India, they face several problems. In fact, Indian Trade 
Unions face several problems. 

Outside Political Leadership 
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The leadership of most of the Trade Unions in India has been outside leadership mainly drawn 
from political parties. 

 As the labour movement in India is deeply involved in the policies and politicians, most 
of the political leaders are also drawn from Trade Unions. 

 For example, Lok Nayak Jayprakash Narain, former President of India 

 V.V. Giri, Former Governor of A.P,  

 Khandubahi Desai, Former Union Minister,  

 A.P. Sharma, George Fernandes, all worked as Trade Union Leader. 

 

 

 In fact, political parties invented Trade Unions in India. 

Reasons for Outside Political Leadership 

 Outside political leadership is prevalent in Union is due to the following reasons: 

SMALL        SIZE        

OF        UNIONS 

POLITICAL        

AND        OUTSIDE        

LEADERSHIP 

MULTIPLICITY        

OF        UNIONS        

&        UNION        

RIVALRY 

LOW        

MEMBERSHIP 

POOR        

FINANCIAL        

POSITION 

INACTIVE        

FUNCTIONING 

VICTIMISATION 

VICIOUS        CIRCLE        OF        

TRADE        UNION        PROBLEMS 
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(i) The rank and the file are largely less educated as such they cannot effectively 

communicate with the management; 

(ii) Men in managerial positions are generally members of castes which are higher in 

hierarchy than those of the rank and file unionist. Therefore, in any dealings with the 

management, particularly of the face-to-face variety, the psychological advantage lies 

with the management. 

(iii) The union‘s lack of formal power tends to put a premium on the charismatic types of the 

leader, usually a politician, who can play the role of the defender of the worker against 

his enemies; 

(iv) For ensuring a measure of equation of power in collective bargaining where the workers 

are generally uneducated and have a low status; 

(v) For avoiding victimisation of worker-office-bearers of the trade unions; 

(vi) At times for lack of financial resources to appoint whole time office-bearers. 

(vii) Trade Union (Amendment) Act 2001, also permits the outside leadership as five or one-

third of the office bearers whichever is less can be other than the workers of the firm 

concerned. 

The evil effects of the outside leadership analysed by National Commission on Labour are as 

follows: 

- Outside leadership undermined the purpose of Trade Union and weakened their 

authority. 

- Outside leadership has been responsible for the slow growth of trade unions. 

- Internal leadership has not been developed fully. 

- Most of the leaders cannot understand the workers‘ problems as they do not live the 

life of worker. 

Measures to Minimise the Evil Effects of Outside Leadership 

In view of the limitations of outside leadership, it is desirable to replace the outside leaders 

progressively by the internal leaders. 

vtu
so

lut
ion

.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



 

The National Commission on Labour, 1969, also stated that outsiders in the Trade Unions should 

be made redundant by forces from within, rather than by legal ban. 

Both the management and Trade Unions should take steps in this direction. These steps may be: 

- Management should assure the workers that the victimisation will be at the zero level, 

even if the Trade Unions are led by the insiders. 

- Extensive training facilities in the areas of leadership skills, management techniques 

and programmes should be provided to the workers and 

- Special leave should be sanctioned to the office-bearers. 

The situation of multiple unionisms is said to prevail when two or more unions in the same plant 

or industry try to assert rival claims over each other and function with overlapping jurisdiction. 

Union Rivalry 

The formal basis for Trade Union Organisation is provided by the Indian Trade Union 

(Amendment) Act, 2001. The relevant article reads as follows: 

―not less than 10% or 100 employees whichever is less, subject to a minimum of 7 employees of 

the firm concerned can register a trade union.‖ 

Union rivalry has been the result of: 

a. The desire of political parties to have their basis among the industrial workers; 

b. Personal-cum-factional politics of the local union leaders; 

c. Domination of union by outside leaders; 

d. Attitude and policy of the management, i.e., divide and rule policy; 

e. The legal framework of the Trade Unions and the nature of industry and 

workers. 

Effects of Union Rivalry or Union Strength 

 Union rivalry affects the union strength in the following ways: 
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(i) Because of the multiplication of trade unions at the plant level, each union 

commands only a negligible proportion of workers of an establishment and does 

not enjoy the confidence of most of the employees. 

(ii) These splinter unions have assumed only a limited range of functions. 

(iii) Most of the trade unions have failed to realise the importance of mutual help and 

welfare activities. Catlin rightly observes, ―the greater the number of phases of the 

workers‘ life which the unions serve, the more secure, presumably, will be its 

hold on his allegiance and the more effective its control of the trade.‖ 

Measures to Minimise Union Rivalry 

In view of the evil effects of inter-union rivalry and the problem of formation of one union in one 

industry. It may be necessary to consider the recommendations of National Commission on 

Labour (NCL) 1969. The recommendations of NCL to minimise union rivalry are: 

i) Elimination of party politics and outsiders through building up of internal leaders; 

ii) Promotion of collective bargaining through recognition of sole bargaining agents; 

iii) Improving the system of union recognition; 

iv) Encouraging union security; and 

v) Empowering labour courts to settle inter-union disputes, if they are not settled within 

the organisations. 

Small Size of Union Membership 

Size of membership of trade unions determines their strength and financial soundness which in 

turn determines the activities undertaken by them and their ability to protect employees‘ interest. 

The size of membership and successful functioning of trade unions are interrelated and 

interdependent. 

The size of membership of trade unions in India over the years has been declining and 

consequently the unions face the problems of small size. 

 The small size of the unions is due to the following causes: 
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i) The fact that not less than 10% or 100 employees whichever is less, subject to a 

minimum of 7 employees of the firm concerned can register a trade union, as a 

result, large number of small unions have grown. 

ii) The structure of the trade union organisation in the country – which is in most 

cases the factory or the unit of employment; so whenever employees in a 

particular factory or mine are organised, a new union is formed. 

iii) Unionisation in India started with the big employers and gradually spread to 

smaller employers. This process is still continuing and has pulled down the 

average membership. Though the number of unions and union membership are 

increasing, average membership is declining. 

iv) Rivalry among the leaders and central organisations has resulted in multiplicity of 

unions, thereby reducing the average membership. 

Decline in Membership 

The membership of various trade unions declined as indicated in the below table. Membership of 
BMS declined from 40.81 lakhs in 1948 to 31.1 lakhs in 2000, INTUC declined from 54.36 lakhs 
in 1947 to 26.9 lakhs in 2000 and AITUC declined from 29.74 lakhs in 1920 to 9.4 lakhs in 
2000. 

MEMBERSHIP OF VARIOUS CENTRAL TRADE UNIONS 
Trade Union Year  Membership in various years 

(in lakhs) 
Membership in 2000 

(in lakhs) 
INTUC 1947 54.36 25.8 
AITUC 1920 29.94 9.2 
BMS 1948 40.81 29.6 
CITU 1970 23.86 16.8 
HMS 1948 43.56 13.2 

UTUC (LS) 1948 11.98 8.1 
UTUC 1970 7.85 5.3 

OTHERS   8.6 
 Source: Pocket Books of Labour Statistics, Ministry of Labour, Govt. of India. 

NUMBER OF REGISTERED TRADE UNIONS AND MEMBERSHIP OF UNIONS 
Year No. of Registered 

Unions 
No. of Unions 

submitting Returns 
Membership of 
Unions in Lakhs 

1991 53, 535 8, 418 61.00 
1995 56, 952 8, 162 65.38 
1998 61, 992 7, 403 72.49 
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1999 64, 817 8, 152 64.07 
2000 66, 056 7, 253 54.20 

Source: Pocket Books of Labour Statistics, Ministry of Labour, Govt. of India. 

Financial Position 

Sound financial position is an essential ingredient for the effective functioning of trade unions, 

because in the process of rendering services or fulfilling their goals, trade unions have to perform 

a variety of functions and organise programmes which require enormous financial commitments. 

Most of the trade unions in India suffer from excess of expenditure over income. 

This unsound financial position is mostly due to low membership and low rate of membership 

fee. 

Trade Union (Amendment) Act, 2001, prescribed the membership fee at Re. 1 per annum for 

rural workers, Rs. 3 per annum for unorganized workers and Rs. 12 for all other categories of 

workers. 

Reasons for the Financial Weakness of Trade Unions 

 Some of the reasons for the financial weakness of trade unions are: 

i) Union organisers generally do not claim neither anything higher nor do workers feel like 

contributing more because the services rendered by the unions do not deserve a higher 

fee. 

ii) The member instead of making regular payment to the union, make ad hoc payment 

whenever a dispute arises which show ―a lack of commitment to the union.‖ 

iii) Under conditions of multiplicity of union, a union interested in increasing its membership 

figures, usually keeps the subscription rate unduly low and does not collect even that 

subscription regularly. 

Measures to Improve the Financial Position 

 The financial position of trade unions can be improved through: 

1. Increase in rate of membership subscription; 

2. Rise in size of membership; 
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3. Regular collection of subscriptions and 

4. Collection of donations. 

Steps to make Union‟s Effective 

From the above analysis of problems of trade union in India. 

We can list down following steps which will make Indian trade union effective. 

- Make one union in one industry and make recognition mandatory by management as 

a ―bargaining agent‖. 

- Make it compulsory to have internal leadership in unions. 

- Keep politics where it belongs. Do not allow politicians to exploit industrial workers 

and trade union movement to meet their narrow political ends. 

- Make democratic elections in trade union compulsory which can be one of the 

conditions for continued recognition. 

- In addition to subscription, let there be a substantial grant by 

management/government to the unions. 

- Training and development of management officers and union leaders on industrial 

relations and union‐management relationship. Above all increase mutual trust and 

goodwill. 

- Enlarge scope of union activities to cover areas like profitability, competitiveness, 

productivity and social responsibility, etc. they must be prepared to share profit and 

pains of the organization in the true sense of workers participation. 

- Need of comprehensive central legislation to cover the following: 

Avoid multiple trade unionism 

Mandatory recognition of unions 

Improve financial position 

Prevent outside leadership and remote control. 

Prevent exploitation by political parties 
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Internal leadership and democratic elections. 

Enlarge role and responsibility of unions 

Emphasis right as well as duties of trade union leadership on success and survival of 

the 

organization they serve. 

State the measures to Strengthen Trade Union Movement in India. 

The trade union movement in India has been facing several problems. Moreover, the problems of 

trade unions are like a vicious circle. It is not possible to put an end to all their problems, or 

mitigate them to a reasonable level. Hence, management, trade unions, political parties should 

take steps to reduce the effects of these problems. The following are some of the measures to 

minimise trade union problems and to strengthen the Trade Union Movement in India. 

United Labour Front 

Unions must put up a joint front. Splinter groups or multiple unions dissipate their energies, 

dilute their power and reduce their effectiveness. 

Efficient Leadership 

Outside political leadership has developed due to the absence of internal leadership. Outside 

leadership is the main cause of the multiple problems of the trade unions. 

These problems can be eradicated through the development of leadership talents from within. 

Management should encourage internal workers to lead their own movement. 

Management and trade unions should provide educational and training facilities for the 

development of internal leadership. 

Membership fees 

 The membership fees should be raised as the workers‘ wages have increased 

significantly, compared to the situation in 1926 when Trade Union Act provided for the 

collection of 25 paisa per month per member as subscription fee. 

Other Measures 
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- Trade unions should extend welfare measures to the members and actively pursue 

social responsibilities. 

- The Trade Union Act, 1956, should be amended and the number of members required 

to form a trade union should be increased from 7 to 50% of the employees of an 

organisation. 

- The Trade Union Act should be amended in order to avoid dual membership. 

- There should be legal provision for the recognition of the representative union. 

- Unions should not intervene in day-to-day matters. They must focus on important 

issues affecting workers. 

- Trade unions should form a labour part and all the trade unions in the country should 

be affiliated to it. It gives adequate strength to the trade unions in industry and 

Parliament. 

Discuss the Rights and Responsibilities of Trade Union in India. 

Rights of representative union are (Governed by the act) 

First preference to appear or act in any proceedings under the act as the representative of 

employees. 

Rights submit a dispute for arbitration. 

To make a special application to the labor court to hold enquiry and 

Office‐bearers of the union cannot be dismissed or discharged. 

By code of decline mentions following rights of a recognized union: 

- Collect subscription from members within the premises. 

- Put up a notice board within the unit and use it for its regular announcements relating 

to meetings etc. 

- Hold discussions with its members inside the unit 

- Discuss the grievances of its members with the management. 

- Inspect any place in the undertaking where any member of the union is employed. 
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Finally, appoint its nominees on joint consultant bodies and committees. 

Paradigm Shift in Trade Union Environment in India-Future challenges of Trade Unions 

Militancy does not pay 

The employer will draw the shutters down, if pushed to the wall. 

Political base and public support 

The fiercely competitive scenario has made the political bosses realise the importance of keeping 

low profile and distancing themselves from economic activities. 

Without political patronage and financial support from ‗upstairs‘, unions are finding it difficult to 

keep their spririts high and fight out the issues with management till the end. 

Some eg. 

Shri Ram Mills, despite union pressure, the workers accepted VRS and allowed the to sell its 

property. 

All India Bank Employees Association too had to retrace its steps when a series of strike calls 

have failed to move either the government or the general public. 

Losing public sympathy and support was the prime reason behind the series of agreements, 

which the five unions in Air India have signed with the reason behind the series of agreements, 

which the five unions in Air India have signed with the government in late 90s. 

Jobs Vanishing at an Alarming Rate 

Companies have their own compelling reasons to undertake cost cutting measures. To compete 

globally, they have to raise labour productivity, modernise operations and give undiluted 

attention to quality. 

Shrinking Membership 

Membership of unions has been declining over the years. 

CITU whose membership grew 10 per cent in the seventies, had only a 4 per cent growth in the 

nineties. Similarly INTUC which deregistered nine lakh workers during post-liberalisation era, 

could add only 5 lakh members. 
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Membership of AITUC which touched 35 lakh in the eighties, dropped to 25 lakh in the nineties. 

These shrinking numbers have reduced the popularity and influence of unions in the present 

scenario. 

Employee Relations in IT Sector 

The information and communications technology (ICT) sector is growing in economic 

and employment terms, but the nature of industrial relations in the sector is largely unknown. 

This comparative study seeks to shed some light on the issue, examining matters such as the 

extent and character of collective bargaining in ICT and the membership and role of trade unions 

and employers' organisations. A key finding is that industrial relations are very different in the 

sector's three main segments - hardware/manufacturing, telecommunications and 

software/services. While more traditional patterns apply to varying extents in the first two 

segments, software and services are very much "a world apart" - however, recent problems in the 

"new economy" may be starting to normalize industrial relations in IT Sector. 
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Module 4: (8 Hours) 

Grievance procedure and Discipline management: 

Grievance - Meaning and forms, sources of grievance, approaches to grievance machinery, Grievance 
procedures, and model grievance procedure. 

Discipline - Causes of Indiscipline - Maintenance of discipline. Principles of Natural Justice, Judicial 
approach to discipline, Domestic enquiries, Disciplinary procedures, approaches to manage discipline in 
Industry, Principles of Hot stove rule. 

 

Employee Grievances:  
 
A grievance is a sign of employees‘ discontent with job and its nature. 
Grievance is caused due to the difference between the employee expectation and management 
practice 
 
Causes of Grievance 

• Wages, Incentives 
• Job Classifications 
• Foreman/Supervisor 
• Disciplinary Measures 
• Promotions 
• Transfer/Night Shift 
• Safety And Health Measures 
• Non Availability Of Materials 
• Violation Of Contracts 
• Improper Job Assignment 
• Work Conditions 

 
Employee Grievance procedure  
 
3 important principles of grievance settlement are 
 

1. Settlement at the lowest level 
2. Settlement as expeditiously (speedily and efficiently)as possible 
3. Settlement to the satisfaction of the aggrieved 

 
Settlement of grievances at 3 levels 
 

• Immediate supervisor(reply within 2 days) 
• Departmental/factory head(reply within 3 days) 
• Grievance committee(within 7 days) 
• Else, appeal for further voluntary arbitration 
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Grievances Management in Indian Industry.-Grievance Machinery 
• A grievance machinery is required to administer the grievance procedure 

• Departmental representatives are selected to take forward the grievance procedure to 
solve the problems as a committee 

At present, there are three legislations dealing with grievances of employees working in industries. The 

Industrial Employment (Standing Orders) Act, 1946, requires that every establishment employing 100 or 

more workers should frame standing orders. These should contain, among other things, a provision for 

redressal of grievances of workers against unfair treatment and wrongful actions by the employer or his 

agents. The Factories Act, 1948, provides for the appointment of a Welfare officer in every factory 

ordinarily employing 500 or more workers. These Welfare officers also look after complaints and 

grievances of workers. They will look after proper implementation of the existing labor legislation. 

Besides, individual disputes relating to discharge, dismissal or retrenchment can be taken up for relief 

under the Industrial Disputes Act, 1947, amended in 1965. 

However, the existing labor legislation is not being implemented properly by employers. There is lack of 

fairness on their part. Welfare officers have also not been keen on protecting the interests of workers in 

the organized sector. In certain cases, they are playing a dual role. It is unfortunate that the public sector, 

which should set up an example for the private sector, has not been implementing labor laws properly. 

 Guidelines for Handling Grievances 

 The following guidelines may help a supervisor while dealing with grievances. He need not follow all 

these steps in every case. It is sufficient to keep these views in mind while handling grievances. 

 Treat each case as important and get the grievance in writing. 

 Talk to the employee directly. Encourage him to speak the truth. Give him a patient hearing. 

 Discuss in a private place. Ensure confidentiality, if necessary. 

 Handle each case within a time frame. 

 Examine company provisions in each case. Identify violations, if any. Do not hold back the remedy if 

the company is wrong. Inform your superior about all grievances. 

 Get all relevant facts about the grievance. Examine the personal record of the aggrieved worker. See 

whether any witnesses are available. Visit the work area. The idea is to find where things have gone 

wrong and who is at fault. 

 Gather information from the union representative, what he has to say, what he wants, etc. Give short 

replies, uncovering the truth as well as provisions. Treat him properly. 

 Control your emotions, your remarks and behavior. 

 Maintain proper records and follow up the action taken in each case. 

vtu
so

lut
ion

.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



 

Discipline:-Meaning 
 
• Discipline refers to a condition or attitude among employees with respect to rules and 

regulations of an organisation 
• Discipline refers to the orderliness in working and behavior  
 
Objectives of Discipline 

• To obtain a willing acceptance of the rules, regulations 
• To impart an element of certainty 
• To develop the spirit of tolerance and adjustments 
• To give and seek direction and responsibility 
• To create an atmosphere of respect 
• To increase the working efficiency and morale of the employees 

 
Approaches to discipline 

1. Positive Approach 
2. Progressive discipline 
3. Red Hot stove Rule 
4. Judicial Approach to Discipline in 

India 
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A Positive Approach to Employee Discipline 

Traditionally, methods for maintaining discipline have been punitive in nature. The relatively new 

concept of a non-punitive positive discipline system is winning increasing acceptance among many 

employers. The purpose of this method is to enable employees to truly confront their performance or 

attendance problems and take responsibility for their actions.  

 

To be effective, disciplinary action should emphasize correcting the problem rather than punishing the 

offender. It should maintain the employee's dignity and self-respect. It should provide for increasingly 

serious steps if the problem is not resolved, and it should ultimately result in a change in the employee's 

behavior and performance.  

 

Like traditional approaches, the positive discipline approach involves a number of formal steps that 

increase in seriousness. But unlike punitive disciplinary systems, the positive approach emphasizes 

reminders of expected performance — not warnings or reprimands for misconduct. 

 

Step 1: Oral Reminder — The first step in the positive discipline approach is a meeting between a 

supervisor and the employee to discuss the problem. The supervisor tells the employee the reason for the 

rule that has been violated, tells the employee the specific changes that are required, and expresses 

confidence that the employee will correct the problem and the expectation that no further action will be 

needed. No record of the meeting is placed in the employee's file. This is communicated to the employee, 

hopefully providing a strong incentive for improvement. 

 

Step 2: Written Reminder — If the problem continues, the supervisor again talks to the employee — 

seriously, but without threats. The supervisor tells the employee what is expected and asks the employee 

to confirm that he or she understands what changes must be made. At the end of the discussion, the 

supervisor tells the employee that a written summary of their conversation will be placed in the 

employee's file. It's recommended that the employee be asked to sign the report of the documented 

discussion. 

 

Step 3: Decision-Making Leave — In traditional discipline systems, the next step involves suspending 

the offending employee for several days. In the positive discipline approach, the supervisor tells the 

employee to remain at home the following day and to use that time to make a final decision as to whether 

she or he can meet the organization's standards. The employee is told that the organization wants to keep 

him or her as a productive member of the work force, but that the decision is up to the employee — and 

future violations will result in termination. The employee is told to report back to the supervisor after the 
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decision-making leave day to let the supervisor know his or her decision. The employee may be asked to 

develop a plan for improving his or her performance. Upon returning to work, the results of the meeting 

with the supervisor should be documented, signed by the employee, and placed in the employee's 

personnel file. 

 

Progressive Approach to discipline  

It is an employee disciplinary system that provides a graduated range of responses to employee 

performance or conduct problems. Disciplinary measures range from mild to severe, depending on the 

nature and frequency of the problem. For example, an informal coaching session might be appropriate for 

an employee who is tardy or violates a minor work rule, while a more serious intervention -- or even 

termination -- might be called for if an employee commits serious misconduct or doesn't improve a 

performance problem after receiving several opportunities to do so. 

Most large companies use some form of progressive discipline, although they don't necessarily call it by 

that name. Whether they are referred to as positive discipline programs, performance improvement plans, 

corrective action procedures, or some other title, these systems are all similar at their core, although they 

might vary in the details. All are based on the principle that the company's disciplinary response should 

be appropriate and proportionate to the employee's conduct. 

1.  

Judicial Approach to Discipline in India 
The Industrial Employment (Standing Orders) act was passed in 1946 with a view to improve the 

industrial relations climate. The Act requires that all establishments must define the service rules and 

prepare standing orders. The term standing orders refers to the rules and regulations which govern the 

conditions of employment or workers. They indicate the duties and responsibilities on the part of both the 

employer and the employees. The standing order contain rules relating to: 

Classification of employees , working hours, holidays, shift working, attendance , leave, suspension, 

termination, stoppage of work etc.. 

Thus standing order specify the terms and conditions which regulate the employee-employer relationship 

within a unit. Any violation of these terms and conditions may lead to misconduct or indiscipline. 

 

Essentials of a good disciplinary system 
 
To avoid conflict and lawsuits, managers must administer discipline properly. 
 

1. Rules and Performance criteria 
2. Documentation of the facts 
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3. Consistent response to rule violations 
4. Training of supervisors 
5. Prompt action 
6. Impersonal discipline  
7. Reasonable penalty 
8. Follow-up 

 
 Principles of a Natural Justice 
 

• The employee must be indicated about the charge against him 
• The employee must be given a chance for defense 
• The enquiry must be fair and impartial 
• The evidence should be put forward in front of the employee 
• Punishment should be appropriate with the misconduct 

 
Managing difficult employees. 
 
Problem employees are those employees who create problems within the organization. Substance 
abusers, angry or withdrawn workers, personnel with excessive absenteeism, and the terminating 
employees provide challenges to nurse managers. In each case the nurse manager must be alert to 
the symptoms of problems, help the employee solve the problem, and evaluate the results. 
 
Types of problem employee:- 
 
 Substance abusers 
 Angry or withdrawn employees 
 Decreased productivity 
 Absenteeism 
 Terminating employees 

 
When the delinquent employee is going to be punished, the type of punishment should be a 
commensurate with the severity of the omission or misconduct.  

Different types of punishment resulting from various types of omission or misconduct are as 
follows: 

 Oral warnings 

 Written warnings 

 Loss of privileges and fines 

 Punitive suspension 

 Withholding of increments 

 Demotion 
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 Termination 

Red Hot stove Rule 
 
The "Hot-Stove Rule" of Douglas McGregor gives a good illustration of how to impose disciplinary 

action without generating resentment. This rule draws an analogy between touching a hot stove, and 

undergoing discipline. When you touch a hot stove, your discipline is immediate, with warning, 

consistent, and impersonal. 

 

These four characteristics, according to McGregor, as applied to discipline are self-serving and may be 

explained as follows: 

 

1. When you touch the Hot stove, you burn your hand. The burn was immediate. Will you blame 

the hot stove for burning your hand? Immediately, you understand the cause and effect of the 

offense. The discipline was directed against the act not against anybody else. You get angry with 

yourself, but you know it was your fault. You get angry with the hot stove too, but not for long as 

you know it was not its fault. You learn your lesson quickly. 

2. You had warning as you knew the stove was red hot and you knew what would happen to you if 

you touched it. You knew the rules and regulations previously issued to you by the company 

prescribing the penalty for violation of any particular rule so you cannot claim you were not given 

a previous warning. 

3. The discipline was consistent. Every time you touch the hot stove you get burned. Consistency 

in the administration of disciplinary action is essential. Excessive leniency as well as too much 

harshness creates not only dissatisfaction but also resentment. 

The discipline was impersonal. Whoever touches the hot stove gets burned, no matter who he is. 
Furthermore, he gets burned not because of who he is, but because he touched the hot stove. The 

discipline is directed against the act, not against the person. After disciplinary action has been applied, the 
supervisor should take the normal attitude toward the employee. 

 

 

 

 

Module 5: (8 Hours) 
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Industrial Conflicts: 

Industrial conflict – perspectives, Nature of conflicts and its manifestations causes and types of Industrial 
conflicts, prevention of Industrial conflicts, industrial disputes act of 1947, settlement Machinery of 
Industrial disputes. 

Paradigm shift from industrial relations to employee relations – shift in focus, difference, employee 
relations management at work, culture and employee relations, future of employee relations. 

 

Industrial conflict – perspectives 

Industrial disputes mean any dispute or difference between employers and employees and workmen or 
between workmen and workmen which is connected with the terms of employment or with the working 
conditions 

Nature of conflicts and its manifestations, causes and types of Industrial conflicts,  

Industrial Related Factors 

• Employment, work, wages, hours of work, privileges, rights and obligations of 
employees and employers 

• Dismissal or non-employment of any person 

• Registered agreement, settlement or award 

• Demarcation of the functions of an employee 

Management Related Factors 

Managements‘ Non-Cooperation wrt Disputes 

• Unwillingness to recognise a trade union 

• Less delegation of authority to officials for negotiation 

• Management‘s rigidity wrt employment, promotion, transfer  

• Change in working methods, closure of the department, termination of employees etc. 

Government Related Factors 

• Change in the economic policies 

• Old labor laws 

• Improper and inadequate implementation of labor laws 
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• Lack of monitoring of the labor laws 

• Political unrest and little faith in government 

• Inefficient officers dealing with the disputes 

Other Causes of Conflicts 

• Influence of politics in the trade union, strikes, gherao and bandhs 

• Political instability, strained centre-state relation 

• Corruption, decreased social values, morale and industrial unrest 

• Rivalry between unions 

Types of Industrial Disputes 

 

 Prevention of Industrial Conflicts 

• Adoption of well defined, progressive policies for ir 

• Adoption of fair recruitment, promotion and wage policies 

• Adoption of effective two way communication 
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• Provision of just and humane working conditions 

• Adoption of suitable and speedy grievance procedure 

• Recognition of a representative union 

• Encouragement of joint consultation, collective bargaining 

 

Settlement of Industrial Conflicts 

 

Industrial disputes act of 1947, settlement Machinery of Industrial disputes. 

OBJECTS OF THE ACT 

 To promote measures for securing good relations between employers and employees by settling 
the dispute  

 To provide a suitable machinery for investigation and settlement of industrial disputes 

 To prevent illegal strikes 

 To provide relief to workmen in matters of lay-offs, retrenchment, wrong dismissal 

 To give the right of collective bargaining and promote conciliation 

 

Important highlights of 1982 Act (Amendment) 

 Central Govt is empowered to refer the dispute to labor court or Industrial Tribunal 

 Industry definition is widened wrt BWSSB 
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 Workers & supervisors with salary of Rs 1600 p.m are also covered 

 Time bound grievance establishment 

 Continuation of dispute proceedings in case of death of a workman by his heirs 

 Provision for full payment to worker during an appeal to high court, supreme court 

 Provision for layoffs in mines 

 Provision is applicable to establishments over 100 workers 

 

Definitions 

 Industry: any business, trade, undertaking, manufacturing, calling, service, handicrafts 

 Industrial dispute: any dispute or difference between employers and employees, between 
employers , or between employees which is connected with the employment, conditions of labor, 
of any person 

 Settlement: a settlement which has been arrived at in the course of conciliation proceeding, and 
bind all workmen, had been signed by both parties and a copy of conciliation has been sent to the 
government and conciliation officer, settlement which is a bipartite agreement between an 
employer and workers 

 Retrenchment: the termination by the employer of the service of a workman for any reason 
whatsoever, other than as a punishment inflicted by way of disciplinary action 

 Strike: a cessation of work by a body of persons employed in any industry acting in combination 

Methods and Machinery under the Industrial Dispute Act 

 Conciliation- works committee, conciliation officer, conciliation board 

 Arbitration- court of inquiry 

 Adjudication-labor court, industrial tribunal, national tribunal 

NATIONAL TRIBUNAL 

 Involving questions of national importance 

 Which are of such a nature industries of more than state are interested, affected by the disputes 

 To hold adjudication proceedings expeditiously 

 To submit the award on the conclusion of proceedings 

INDUSTRIAL TRIBUNAL 
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 Matters with new demands give rise to industrial dispute which affect the working of a company 
is referred to the industrial tribunal 

 It is a quasi-judicial body 

 It must serve notice to the parties 

 To hold adjudication proceedings expeditiously 

 To submit the award on the conclusion of proceedings 

 The award shall be in writing and shall be signed by its presiding officer 

 

Obligations of employers 

 Constitute work committees and provide facilities for proper working 

 Implement all agreements, settlement and awards and produce all documents for conciliation and 
proceedings 

 Desist from declaring illegal lockout 

 Layoff , retrenchment compensation 

 No change in service conditions without notice 

 Avoid taking disciplinary action against workers during pendency of disputes 

Rights of employers 

 Retrench or lay off workers as per the act 

 Appeal against awards 

 Declare lockout during strike 

 Claiming confidential information 

Obligations of workers 

 Abide by the agreements or settlements 

 Desist from declaring illegal strike 

 Cooperate with all authorities to resolve disputes 

Rights of workers 

 To receive notice of any change in the service and working conditions 

 To receive layoff and retrenchment compensation 
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 To represent the proceedings under the act 

 To claim any legal due from the employer 

 

Paradigm shift from industrial relations to employee relations  

To gain a high degree of efficiency in a globalizing economy it is vital for the Indian 
industries to have a workforce that is highly motivated and which sees an alignment in their 
personal interest and the goals of the company.  

This can only be done when employees have a say in the decision making process as well as 
vital functions and processes. This can be implemented with the help of an organic, non-
bureaucratic and informal structure that does not differentiate between management and the 
workforce and facilitates smooth flow of information from the workforce to the management.  

This will not only result in psychological satisfaction (as important as economic satisfaction) 
of the work force but will also have a lot of positive impact on the industry itself. One of 
them could be the detection of changes in the market.  

As we know that globalization is always accompanied with a great degree of frequent 
changes, so it is imperative that such changes be detected as soon as possible so that the 
proper course of action be followed.  

It is not the top management but the common workforce which has the direct link with the 
market that detects such changes. But unfortunately due to mechanistic and bureaucratic 
structure, the information doesn‘t go upwards which in some cases might end up in huge 
losses. An example that supports this is the “Sony Way”, which encourages the product 
engineers to „self-promote‟ in the company by seeking projects in different departments 
of the company where they feel can contribute more and hence promote the flow of 
ideas in the company. 

 

Shift in focus, difference 

Industrial relationship is a field which basically deals with the relationship between the 
management and work force. like any other field of social science it has been subject to 
change since its inception, initially labor was thought just as a mean for production, and the 
idea was to exploit it to the highest degree possible, this kind of mindless exploitation gave 
rise to militant unionism, strikes and gheraos . 

With time it was realized that that labor is not a resource to be exploited but an ally to be 
utilized in a proper way to achieve higher goals and gradually there was a change in the 
dynamics of industrial relations.  
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In present scenario when the Indian economy is globalizing very rapidly followed by the 
massive influx of technology, capital and ideas the dynamics of Industrial relationship in 
India again calls for a paradigm shift.  

One fifth of all those born between 2007 and 2030 will be an Indian. By 2030, India will 
become the biggest source of labor thereby attracting a huge degree of investments from the 
global market. Under such a scenario, Industrial relations in India will require major changes 
to streamline itself with the needs of vast globalization.  

This change has to be implemented from both sides that is from the end of management as 
well as from the end of labor force so that it can become a win- win situation for both, along 
with the growth of the nation.  
Employee relations management at work, culture and employee relations 

Unrestricted flow of labor is one of the pillars on which globalization is based upon. Today 
mainly we see outflow of labor from India. But with time we should be ready for 
considerable amount of labor inflow also. So far our industrial relation policies are not 
accustomed to deal with a diversified workforce, with varying backgrounds in geographies, 
culture and thoughts.  

So we need to adapt our industrial policies in view of these demographic shifts. Our policy 
should be modified in such a way that it can accommodate workforce from various 
geographies amicably and can extract the best out of each of them.  

Since the philosophy of India has always been Unity in Diversity, this will not be a very 
tough task. So far we have dealt with our own regional diversities, now we need to deal with 
diversity across borders.  

 

Future of employee relations. 

Along with China in this coming future, India has a very crucial role to play. India has the 
potential to be benefitted hugely by not only outsourcing but also by other models of 
globalization such as off shoring and global sub-contracting model.  

Right now the world perceives India as a destination where the forces of globalization can 
play a constructive role that will not only boost Indian economy but will be in favor of the 
world economy as a whole.  

The basic reason for this is the cultural aspect of India (which has always been the melting 
pot of various cultures), the democracy of India, secularism of India, sound fiscal policies 
and last but not the least, the huge amount of Indian workforce which is not only very 
talented but also economically viable.  
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We should also consider the fact that Indian economy can be benefitted not only from the 
influx of capital and technology, but also from the influx of the global workforce and 
innovative ideas in the near future.  

But to make these things happen a very vibrant, flexible, unbiased and technically sound 
workforce is needed. But at the same stage of time to fulfill these above objectives regarding 
our workforce we also need a very flexible, vibrant, unbiased and knowledge friendly 
industrial relationship.  

As we know that the forces of globalization as well as industrial relationship are mutually 
dependent, we need to design our industrial relationship policies in such a way that not only 
we are in a position to strike a beneficial deal for ourselves, but can also fulfill the 
expectations of the globalized economy.  
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Module 6: 

INDUSTRIAL LEGISLATIONS (16 hours) 

• Factories Act 1948 

• Industrial Employment (Standing orders) Act, 1946 

• Employees‘ State Insurance (ESI) Act, 1948 

• Maternity benefit Act, 1961 

• Workmen‘s compensation Act, 1923 

• Payment of Gratuity Act 1972 

• Employees‘ Provident Fund and Miscellaneous Provisions Act 1952 

• Payment of Bonus Act, 1965. 

• Payment of Wages Act, 1936 

• Child Labour (Prohibition & Regulation) Act, 1986 

 

Factories Act 1948,  

FACTORIES ACT, 1948 
Introduction 
The first Factories Act in India was passed in 1881. It was designed primarily to protect children 

and to provide for some health and safety measures. It was followed by new Acts in 1891, 1911, 

1922 and 1934. The Act of 1934 was passed to implement the recommendations of the Royal 

Commission on Labour in India and the conventions of the ILO. 

The Factories Act, 1948 came into force on the 1st day of April, 1949. Its subject to regulate the 

conditions of work in manufacturing establishments which come within the definion of the term 

‗factory‘ as used in this Act. 

What is Factory? 

 According to Sec. 2(m), ‗factory‘ means any premises including the precincts thereof –  

i) Whereon 10 or more workers are working or were working on any day of the 

preceding 12 months, and in any part of which a manufacturing process is being 

carried on with the aid of power, or is ordinarily so carried on, or 
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ii) Whereon 20 or more workers are working or were working on any day of the 

preceding 12 months, and in any part of which a manufacturing process is being 

carried on without the aid of power, or is ordinarily so carried on 

The term ‗factory‘ does not include a mine subject to the operation of Indian 

Mines Act, 1952 or a mobile unit belonging to the armed forces of the Union, a 

railway running shed or is hotel, restaurant or eating place. 

What is Manufacturing Process? 

 According to Sec. 2(k), . It means any process to –  

i) Making, altering, repairing, ornamenting, finishing, packing, oiling, washing, 

cleaning, breaking up, demolishing, or otherwise treating or adapting any article 

or sbstance with a view to its use, sale, transport, delivery or disposal, or 

ii) Pumping oil, water, sewage, or any othe substance, or 

iii) Generating, transforming or transmitting power, or 

iv) Composing types for printing, printing by letter press, lithography, photogavure 

or other similar process or book-binding, or 

v) Constructing, reconstructing, repairing, refitting, finishing, breakin-up ships or 

vessels, or 

vi) Preserving or storing any article in cold storage. 

Some of the processes which have been held to be manufacturing processes are as 

follows: 

(b) Bidi making. 

(c) Moulding and transformation of raw cinematography films into a finished product. 

(d) Work done in a salt work which consists of converting sea-wate into salt. 

(e) Use of a refrigerator for treating or adapting any article with a view to its sale. 

(f) Work of composition in printing business. 

(g) Use of electric motor for the purpose of lifting or pumping water. 

(h) Process of moistening, stripping and packing of tobacco leaves. 

(i) Activities of a petrol pump. 

To constitute a manufacturing process, there must be some transformation, i.e., the article 

must become commercially known as something different from which it acquires its existence. 

vtu
so

lut
ion

.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



Who is a Worker? 

- According to Sec. 2(ll), a worker means a person employed, directly or by through 

any agency with or without the knowledge of the principal employer. 

-  He may employed for or without remuneration.  

- But he must be employed in a manufacturing process, or in some cleaning some part 

of the machinery or premises used for the manufacturing process, or in some other 

kind of work incidental to, or connected with, the manufacturing process, or the 

subject of the manufacturing process.  

- A worker does not include any member of the armed forces of the Union. 

Definitions  

1. Adult [Sec. 2(a)]. An adult means a person who has completed his 18th year of age. 

2. Adolescent [Sec. 2(b)]. An adolescent means a person who has completed his 15th year 

of age but has not completed his 18th year. 

3. Child [Sec. 2(c)]. A child means a person who has not completed his 15th year of age. 

4. Competent Person [Sec. 2(ca)]. Competent person, in relation to any provision of the 

Act, means a person or an institution recognised as such by the Chief Ispector. The 

recognition must be for the purposes of carrying out tests, examinations and inspections 

reqyured to be done in a factory under the provisions of the Act. This recognition must be 

given having regard to –  

a. the qualifications and experience of the person and the facilities available at his 

disposal; or 

b. the qualifications and experience of the person, employed in such institution and 

facilities available therin with regard to the conduct of such test, examinations and 

inspections. 

It may be noted that more than one person or institution may be recognised as competent 

persons in relation to a factory. 

5. Hazardous Process [Sec.2(cb)]. It means any process of activity in relation to an 

industry specified in the First Schedule where, unless, special care is taken, raw material 

used therein or the intermediate or finished products, by-products, wastes or effluents 

thereof would – 
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a. Cause material impairment to the health of the persons engaged in or connected 

therewith, or 

b. Result in the pollution of general environment. 

The State Government may, by notification in the Official Gazette, amend the First 

Schedule by way of addition, ommission or variation of any industry specified in the First 

Schedule. 

6. Calendar Year [Sec.2(bb)]. It means the period of 12 moths beginning with the 1st day 

of January in any year. 

7. Young person [Sec.2(d)]. A young person means a person who is either a child or any 

adolescent. 

8. Day [Sec.2(e)]. It means a period of 24 hours beginning at midnight. 

9. Week [Sec.2(f)]. It means a period of 7 days beginning at midnight on Saturday night or 

such othe rnight as may be approved in writing for a particular area by the Chief 

Inspector of Factories. 

10. Prime mover [Sec.2(h)]. It means any engine, motor or other appliance which generated 

or otherwise provides power. 

11. Transmission machinery [Sec.2(i)]. It means any shaft, wheel, drum, pulley, system of 

pulleys, coupling, clutch, driving belt or other appliance or device by which the motion of 

a prime mover is transmitted to or received by any machinery or appliance. 

12. Occupier [Sec. 2(n)]. Occupier of a factory means the person who has ultimate contract 

over the affairs of the factory. 

13. Shift and relay [Sec.2(r)]. Where work of the same kind is carried out by 2 or more sets 

of workers working during different periods of the day, each of such sets is called a 

‗relay‘ and each of such periods is called a ‗shift‘. 

 

Discuss the rules regarding approval, licensing and registration of factories with special 

reference to notice by occupier as required by the Factories Act, 1948 before starting a 

factory and occupying the same. 

 The State Government is empowered under Sec. 6 to make rules requiring  

- the submission of plans,  

- and approval,  

- licensing and registration of factories.  
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The effect of Sec. 6 is that before a site is used for a factory previous permission in 

writing of the State Government or of the Chief Inspector has to be obtained. 

Application for Permission 

- Under Sec.6, the State Government may makes rules requiring the submission of 

plans of factories to Chief Inspector or the State Government. 

- Sec. 6 further requires the previous permission in writing to be obtained for the site 

on which the factory is to be situated and for the construction or extension of the 

factory. 

- An application of such permission may be made to the State Government or Chief 

Inspector, along with the duly certified plans and specifications. 

Presumption of permission if nothing is heard within 3 months 

- If on an application to the State Government or the Chief Inspector for permission 

accompanied by plans and specification of a factory, nothing is heard within 3 

months, the permission is deemed to be granted [Sec.6(2) 

Appeal 

- Where a State Govt. refuses to grant permission to the site, construction or extension 

of a factory or to the registration and licensing of a factory, the applicant may within 

30 days of the date of such refusal appeal to the Central Govt. 

- Where a Chief Inspector refuses to grant such permission, the applicant may, within 

30 days of refusal, appeal to the State Government [Sec. 6(3)]. 

 

State the provisions of the Factories Act, 1948 with regard to health, safety and welfare of 

the workers. 

Introduction  

The Act makes detailed provisions in regard to various matters relating to health, safety and 

welfare of the workers. These provisions impose upon the occupiers or managers certain 

obligations  

a. To protect workers, unwary as well as negligent, from accidents. 

b. To secure for them in employment, conditions conducive to their health, safety and 

welfare. 

Health 
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Chapter III (Secs. 11 to 20) of the Act deals with the provisions ensuring the health of the 

workers in the conditions under which work is carried on in factories. These provisions are as 

follows: 

1. Cleanliness (Sec.11) 

a. Factory to kept clean and free from effluvia and dirt. 

b. Effective means of drainage. 

c. Use of disinfectants etc., painting and varnishing 

2. Disposal of wastes and effluents (Sec. 12) 

a. Treatment of wastes and effluents and their disposal, [Sec.12(1). 

b. Rules by the State Government prescribing arrangements, [Sec. 12(2)]. 

3. Ventilation and Temperature (Sec. 13) 

a. Maintenance of adequate ventilation and temperature. Effective and suitable 

provision shall be made in every factroy for securing and maintaining in every 

workroom –  

i. Adequate ventilation by the circulation of fresh air, and 

ii. Such a temperature as will secure to workers therein reasonable conditions 

of comfort and prevent injuiry to health. 

b. Process producing high temperature to be separated [Sec.13(1)]. 

c. Standard of adequate ventilation and temperature to be prescribed and provision 

of measuring instruments [Sec.13(2)]. 

d. Prescription of measures by the State Government to reduce temperatures [Sec. 

13(3)]. 

e. Services of notice by the Chief Inspector on the occupier to adopt measures for 

reduction of temperatures [Sec.13(4)]. 

4. Dust and fume (Sec. 14) 

a. Measures to prevention of accumulation of dust and fume [Sec.14(1)]. 

b. Exhaust for internal combustion engine [Sec. 14(2)]. 

5. Artificial humidification (Sec.15) 

a. Prescription of standards of humidification – ventilation and cooling of air. 

[Sec.15(1)]. 

b. Water used for artificial humidification to be clean [Sec.15(2)]. 

6. Overcrowding (Sec.16) 
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a. Overcrowding injurious to health of workers to be avoided. [Sec.16(1)]. 

b. 9.9 / 14.2 cubic metres of space per workers [Sec. 16(2)]. 

c. Notice of maximum of workers to be employed in a workroom [Sec. 16(3)]. 

7. Lighting (Sec. 17) 

a. Sufficient and suitable lighting in every part of factory [Sec. 17(1)] 

b. Glazed windows and skylights to be kept clean [Sec. 17(2)] 

c. Measures for prevention of glare and formation of shadows [Sec. 17(3)]. 

d. Prescriptions of standards of sufficient and suitable lighting [Sec. 17(4)]. 

8. Drinking Water (Sec. 18) 

a. Suitable points for wholesome drinking water [Sec. 18(1)]. 

b. Drinking points to legibly marked and to be away from urinal, latrine, etc [Sec. 

18(2)]. 

c. Cooling of drinking water where more than 250 workers employed [Sec. 18(3)]. 

9. Latrines and urinals (sec.19) 

a. Separate latrines and urinals for male and female workers conveniently situated 

and adequately lighted and ventilated. [Sec.19(1)]. 

b. Latrine and urinal accommodation to be of prescribed sanitary types – floors and 

walls to be glazed and their cleaning [Sec. 19(2)]. 

10. Spittoons (Sec. 20) 

a. Sufficient number of spittoons shall be maintained in a clean and hygienic 

condition [Sec. 20(1)]. 

b. Display of notice of provision of spittoons. 

c. Penalty. Whoever spits in contravention of Sec. 20(3) shall be punishable with 

fine not exceedomg Rs.5 [Sec.20(4)]. 

Safety 

The safety provision are absolute and obligatory in their character and the occupier of every 

factory is bound to follow them. They are contained in Chapter IV (Secs. 21 to 41): 

1. Fencing of machinery (Sec.22) 

a. Dangerous part of every machinery to be securely fenced. Machineries 

covered by Sec.21. The following machineries are covered by Sec. 21, viz.,  
vtu

so
lut

ion
.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



i. Every moving part of a prime mover, and every fly-wheel connected to a 

prime movver, whether the prime mover or fly-wheel is in the engine 

house or not; 

ii. The headrace and tailrace of every water-wheel and water turbine; 

iii. Any part of a stock-bar which projects beyond the headstock of a lathe; 

iv. Every part of an electric generator, a motor or rotary convertor; 

v. Every part of transmission machinery; and 

vi. Every dangerous part of any other machinery [Sec. 21(1)]. 

2. Work on near machinery in motion (Sec.22) 

a. Examination of machinery in motion by a trained adult male worker 

i. Such examination shall be made only by a specially trained adult male 

worker wearing tight fitting clothing. 

ii. The clothing supplied by the occupier 

iii. The name of the person so engage shall be entered in the prescribed 

register. 

iv. Further he shall be furnished with a certificate of his appointment 

[Sec.22(1) 

b. Restriction of women and young persons [Sec. 22(a)] 

3. Employment of Young persons on dangerous machines (sec.23) 

a. Restriction on young persons to work on dangerous machines. 

i. He has been fully instructed as to the dangers arising in connection with 

the machine and the precautions to be observed; and 

ii. He has received sufficient training to work on the machine [Sec. 23(1)] 

b. Machines dangerous for young persons to be specified by the State Government 

[Sec. 23(2)]. 

4. Striking gear and devices for cutting off power (Sec.24) 

a. Suitable striking gear to be provided, maintained and used [Sec.24(1)]. 

b. Locking device to prevent accidental starting of transmission machinery 

[Sec.24(3)]. 

5. Self-acting machines (Sec.25) 

a. Transfering part not allowed to run within a distance of 45 centimetres from any 

fixed structure. 
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6. Casing of new machinery (Sec.26) 

a. Casing to prevent danger [Sec. 26(1)]. 

b. Penalty  

i. If any one sells or lets on hire either directly or as an agent, any machine 

which does not comply with the provisions of Sec. 26, he shall be 

punishaable with imprisonment up to 3 months or with fine up to Rs. 500 

or with both [Sec. 26(2)]. 

7. Prohibition of employment of women and children near cotton-openers (Sec.27) 

8. Hoists and lifts (Sec. 28) 

a. Hoists and lifts to be of good mechanical construction and to be properly 

maintained and examined once in every 6 months. 

9. Lifting machines, chains, ropes and lifting tackles (Sec. 29) 

a. Cranes and lifting machines, etc. to be of good construction and to be examined 

once in every 12 months [Sec.29(1)(a)]. 

b. Cranes and lifting machiners not to be loaded beyound safe working load 

[Sec.29(1)(b)]. 

c. Crance not to approach within 6 metres of a place where any person is employed 

or working [Sec.29(1)(c)]. 

10. Revolving machinery (Sec. 30) 

a. Notice of maximum safe working speed of grindstone or abrasive wheel, etc. to 

be kept near machine [Sec.30(1)]. 

b. Speeds not to be exceeded [Sec. 30(2)]. 

11. Pressure Plant (Sec.31) 

a. Safe working pressure not to be exceeded [Sec.31(1)]. 

b. Rule-making power of the State Government providing for examination and 

exemption [Sec. 31(@)]. 

12. Floors, stairs and means of access (Sec.32) 

a. All floors, steps, stairs, passages and gangways whall be ound construction and 

properly maintained. 

13. Pits, sumps, opening in floors, etc (Sec. 33) 

a. Pits, sumps, etc. to be securely covered or fenced. 

14. Excessive weights (Sec.34) 
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a. Prohibition of lifting or carrying of excessive weights [Sec.34(1)]. 

b. Maximum weights to be lifted or carried to be prescribed [Sec.34(@)]. 

15. Protection of eyes (Sec.35) 

16. Precautions against dangerous fumes (Sec.36) 

a. Prohibition on entry into any chamber, tank, vat, pit, pipe etc. where any gas, 

fume etc. is present. [Sec.36(1)]. 

b. Practicable measures to be taken for removal of gas, fume, etc. [Sec.36(2)]. 

17. Precautions regarding the use of portable electric light (Sec.36-A) 

a. No portable electric light or any other electric appliance of voltage exceeding 24 

volts shall be permitted for use inside any chamber, tank, vat, pit, flue or other 

confined space in a factory, unless adequate safety devices are provided. 

18. Precautions against explosive or inflammable dust, gas, etc. (Sec. 37) 

a. Practicable measures to prevent explosion on ignition of gas, fume etc.  

i. Effective enclosure of the plant or machinery used in the process,  

ii. Removal or prevention of the accumulation of such dust, gas, fume or 

vapour, and 

iii. Exclusion or effective enclosure of all possible sources of ignition 

[Sec.37(1)]. 

b. Provision of chokes, vents, etc. [Sec.37(2)]. 

c. Special measures where explosive or inflammable gas or vapour is under 

presssure greater than atomospheric pressure [Sec. 37(3)]. 

19. Precautions in cas of fire (Sec. 38) 

a. Practicable measures to prevent outbreak of fire and its spread [Sec.38(1)]. 

b. Familiarity of workers with means of escape [Sec.38(2)]. 

c. Rule-making power of the State Government [Sec.38(3)]. 

d. Additional measures [Sec.38(4)]. 

20. Power to require specifications of defective parts or tests of stability (Sec. 39) 

21. Safety of building and machiner (Sec. 40) 

a. Service of order by Inspectro on occupier to take specified measures in case of 

dangerous building or machinery or plant [Sec.40(1)]. 

b. Prohibition of use where danger is imminent [Sec.40(2)]. 

22. Maintenance of building (Sec. 40-A) 
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23. Safety officers (Sec. 40-B). 

Welfare Measures 

 Chapter V (Secs. 42 to 50) of the Act deals with facilities for the welfare of workers. The 

various provisions in this regard are as follows: 

1. Washing facilities (Sec.42) – In every factory 

a. Adequate and suitable facilities shall be provided and maintained for the use of the 

workers therein; and 

b. Such facilities shall be conveniently accessible and shall be kept clean. 

2. Facilities for storing and drying clothing (Sec.43) 

3. Facilities for sitting (Sec.44) 

a. Provision of sitting arrangement for workers obliged to work in a standing 

position [Sec.44(1)]. 

b. Provision of seating arrangement for workers doing work which can be done in a 

sitting position [Sec.44(2)]. 

c. Exemption [Sec.44(3)]. 

4. First-aid appliances (Sec.45) 

a. At least one first-aid box with prescribed contents for every 150 workers 

[Sec.45(1)]. 

b. First-aid box to have prescribed contents [Sec.45(2)]. 

c. First-aid box to be in the charge of responsible person [Sec.45(3)]. 

d. Ambulance room in a factory employing more than 500 workers [Sec.45(4)]. 

5. Canteens (Sec.46) 

a. Canteen in factory employing more than 256 workers – the State Government 

may make rules. 

b. Provisions in rules. The rules made by the State Government as to canteens may 

provide for  

i. The date by which canteen shall be provided,  

ii. The standards in respect of construction, accommodation, furniture and 

other equipment of the canteen,  

iii. The foodstuffs to be served therein and the charges which may be made 

thereof,  
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iv. The constitution of a managing committee for the canteen and 

representation of the workers in the management of canteen and 

representation of the workers in the management of the canteen,  

v. The items of expenditure in the running of the canteen, and 

vi. The delegation to the Chief Inspector, subject to such conditions as may 

prescribed, of the power to make rules under Clause © [Sec.46(2)]. 

6. Shelters, rest rooms and lunch rooms (Sec.47) 

a. Provision for shelters, rest rooms, lunch rooms in factories employing more than 

150 workers [Sec.47(1)]. 

b. Shelters etc. to be sufficiently lighted, ventilated and cooled [Sec.47(2)]. 

7. Creches (Sec.48) 

a. Provision of crèches in factories employing more than 30 women workers 

[Sec.48(1)]. 

b. Crèches to be adequately lighted and ventilated and to be under the charge of 

trained women [Sec.48(2)]. 

c. Prescription of rules by the State Government [Sec.48(3)]. 

8. Welfare officers (Sec.49) 

a. Employment of welfare officers in factories employing 500 or more workers 

[Sec.49(1)]. 

b. Duties, qualifications and conditions of service to be prescribed by the State 

Government [Sec.49(2)]. 

 

PENALTIES AND PROCEDURE 

 Secs. 92 to 106 provide for penalties for certain offences and procedural matters. The 

Amendment Act of 1987 has considerably enhanced these penalties so that they serve as a 

deterrent for the commission of offences. 

General penalty for offences [Sec.92] 

- If in any factory there is any contravention of any of the provisions of the Act or of 

any rules made thereunder, the occupier and manager of the factory shall each be 

guilty of an offence and punishable with imprisonment for a term up to 2 years or 

with fine up to Rs. 100000 or with both. 
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Enhanced penalty after conviction (Sec.94) 

- If any person who has been convicted of any offence punishable under Sec. 92 is 

againg guilty of an offence involving a contravention of the same provision, he shall 

be punishable on a subsequent conviction with imprisonment for a term which may 

extend to 3 years or with fine which shall not be less than Rs. 10000 but which may 

extend to Rs. 200000 or with both. 

Cognizance of offences [Sec.105] 

Appeals [Sec.107] 

Display of notices [Sec.108] 

Returns [Sec.110] 

Restriction on disclosure of information [Sec.118-A(2)]. 

 

Industrial Employment (Standing orders) Act, 1946 

Introduction 

 The act provides protection to the workmen with regard to conditions of 

employment 

 To bring harmonious relation between employers and workmen 

 The preamble of the act says that objective of the act is to require employers to 

define working conditions and to make these conditions known to the workmen 

 Accordingly uniform standing orders have to be provided for these related matters 

OBJECTIVE OF THE ACT 

 To define with sufficient precision, the principal conditions of employment in 

industrial establishments and to make the said conditions known to workmen 

 To regulate the standards of conduct of the employers and employees so that 

relations could be maintained 

 To maintain discipline, harmonious working conditions and achieve productivity 

 To provide for redressal grievances 

 To specify the duties and responsibilities of both employers and employees 

 To provide statutory sanctity and importance to the standing orders  

COVERAGE OF THE ACT 

 Tramway service , motor transport 
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 Air transport(except military, Air force) 

 Dock wharf or jetty, inland transport 

 Mine , quarry, oilfield 

 Plantation 

 Workshop 

 Construction, water supply, power generation, t ransmission, distribution 

 Act does not cover civil services 

SCHEME OF THE ACT 

 Section 1: title and applicability 

 Section 2: definitions 

 Section 3: drafting and submitting of the standing orders 

 Section 4:conformity of standing orders 

 Section 5: procedure to be followed 

 Section 6:provision for appeal 

 Section 7: standing order enforcement 

 Section 8: maintenance of register of the standing order 

 

SCHEME OF THE ACT 

 Section 9:display of standing orders in local language and English 

 Section 10: duration and modification of standing orders 

 Section 11:power of certifying officers 

 Section 12: no oral evidences in court 

 Section 13: penalties  

 Section 14: employee misconduct/action 

 Section 15: power to make rules 

 Schedule : items regarding matters of standing orders 

 

DEFINITIONS 

 Standing orders: rules relating to matters set out in schedule  
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 Certifying officer: a labor commissioner, officer appointed by government 

 Appellate authority and industrial court: authority appointed by government to exercise 
powers of court 

 Appropriate government: central government in case of railways, mine or oilfield and 
central government offices, in all other cases –state government 

 

SCHEDULE OF STANDING ORDERS 

1. Classification of employees(registers) 

2. Notice of working hours, holidays etc. 

3. Shift working 

4. Attendance and late coming 

5. Procedure for applying leave 

6. Entering through gates 

7. Temporary stoppage, closing and reopening of departments 

8. Termination of employment details 

9. Suspension or dismissal details 

10. Grievance redressal details 

11. Other matters 

 

PRE-REQUISITES FOR CERTIFICATION OF STANDING ORDERS (S.O) 

 Provisions are applicable to the industry 

 They are in conformity with the provisions of the act 

 They are fair and reasonable 

 

PROCEDURE FOR CERTIFICATION OF STANDING ORDERS 

 On receipt of draft standing orders, certifying officer sends a copy to the trade union for 
any objections/modifications within 15 days of receipt of the same 

 Modify the draft 

 Sending the authenticated copies to all parties within 7 days after modification  
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APPEAL AGAINST CERTIFICATION 

 Any employer, trade union aggrieved by the standing order can appeal to the appellate 
authority , within 30 days of service of the standing orders 

 Appellate authority can modify the order and its decision is final 

 

OPERATING OF STANDING ORDERS 

 Certified standing order will come into force after 30 days of sending the authentic copies  

 

REGISTER OF STANDING ORDER 

 A certified copy of the standing order shall be filled by the certifying officer in the 
register prescribed  

 The copies of S.O can be obtained by paying the fee 

 

DISPLAYING OF STANDING ORDER 

 Displaying the S.O on the notice boards in English and local language 

 

MODIFICATION OF STANDING ORDER 

 Modifications in the order cannot be made once it is certified 

 However if there is an agreement to modify after 6 months , it can be modified 

 

CERTIFYING OFFICERS 

 Means a labor commissioner, he is appointed by the government 

 He has all the powers of civil court 

 He can demand for the evidence for a case filed 

 No oral evidence is considered 

 He shall verify the draft S.O, its conformity and can refuse to certify it 

 

OFFENCES AND PENALTY 
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 If an employer fails to submit the draft of S.O. Shall be punishable with fine of Rs 5000 

 In case of continuing offence, a fine of Rs 200 per day will be collected 

 INTERPRETATION AND ENFORCEMENT OF STANDING ORDER 

 Any dispute regarding application and interpretation of standing orders such matter shall 
be referred to the labor court by the employer , trade union 

 Court proceedings are carried out and decision is taken 

 

DELEGATION OF POWER 

 The appropriate government can delegate power to an authority and should be specified 

 

POWER TO MAKE RULES 

 Appropriate government has the power to make rules, these rules may be 

1. To prescribe additional matters in the order 

2. Set out model S.O 

3. Procedure for Certifying Officer and appellate authority 

4. Fees for copies of S.O 

5. Other matters 

 Question bank 

 Specify any 3 matters relating to Standing orders(3) 

 Explain the procedure for certification of standing order(7m) 

 

Employees‟ State Insurance (ESI) Act, 1948,  

THE EMPLOYEES‟ STATE INSURANCE ACT, 1948 

The Act is a piece of social security legislation conceived as a means of extinction of the evils of 

the society, namely, want, disease, dirt, ignorance and indigence. The Act confers benefit on 

employees against sickness, maternity and other disabilities. 

Defintions 
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 Appropriate Government [Sec.2(1)]. It means, in respect of establishments under the 

control of the Central Government or a railway administration or a major port or a mine or 

oilfield, the Central Government. In all other cases, it means the State Government. 

 Benefit Period [Sec. 2(2)]. It means period corresponding to the contribution period as 

defined in Sec. 2(5). It must not exceed 6 consecutive months corresponding to the contribution 

period, as may be specified in the regulations. But in the case of the first benefit period a longer 

period may be specified by or under the regulations. 

 Confinement [Sec. 2(3)]. It means labour resulting in the issue of a living child, or 

labour after 26 weeks of pregnancy resulting in the issue of a child whether alive or dead. 

 Contribution [Sec. 2(4)]. It means the sum of money payable to the Employees‘ State 

Insurance Corporation by the principal employer in respect of an employee and includes any 

amount payable by or on behalf of the employee in accordance with the provisions of this Act. 

 Contribution Period [Sec. 2(5)]. It means such period as may be specified in the 

regulations. It must not exceed 6 consecutive months. However, in the case of the first 

contribution period a longer period may be specified by or under the regulations. 

 Corporation [Sec. 2(6)]. It means the Employees‘ State Insurance Corporation set up 

under Sec.3 of the Act. 

 Dependant [Sec. 2(6-A)]. It means any of the following relative of a deceased insured 

person, namely – 

- A widow, a minor legitimate or adopted son, an unmarried legitimate or adopted 

daughter; 

o A widow mother; 

- If wholly dependent on the earning of the insured person at the time of his death, a 

legitimate or adopted on or daughter who has attained the age of 18 years and is 

infirm; 

- If wholly or in part dependent on the earning of the insured person at the time of his 

death -  

o A parent other than a widow mother,  
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o A minor illegitimate son, an unmarried illegitimate daughter or a daughter 

legitimate or adopted or illegitimate if married and a minor or if widowed and 

a minor,  

o A minor brother or an unmarried sister or a widowed sister if a minor,  

o A widowed daughter-in-law,  

o A minor child of a pre-deceased son. 

o A minor child of pre-deceased daughter where no parent of the child is alive, 

or 

o A parent grand-parent if no parent of the insured person is alive. 

Employment Injury [Sec.2(8)]. It means a personal injury to an employee 

caused by accident, or an occupational disease arising out of and in the course of his 

employment, being an insurable employment, whether the accident occurs or the 

occupational disease is contracted within or outside the territorial limits of India. 

Employee [Sec.2(9)]. ‗Employee‘ means any person employed for wages in or in 

connection with the work of a factory or establishment to which this Act applies and –  

i) Who is directly employed by the principal employer on any work of, or incidental 

or preliminary to or connected with the work of, the factory or establishment, 

whether such work is done by the employee in the factory or establishment or 

elsewhere ; or 

ii) Who is employed by or through an immediate employer on the premises of the 

factory or establishment or under the supervision of the principal employer or his 

agent on work which ordinarily part of the work of the factory or establishment or 

which is preliminary to the work carried on in or incidental to the purpose of the 

factory or establishment ; or 

iii) Whose services are temporarily lent or let on hire to the principal employer by the 

person with whom the person whose services are so lent or let on hire has entered 

into a contract of service. 

‗Employee‘ also includes any person –  

(a) Employed for wages on any work connected with the 
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a. Administration of the factory or establishment or any part, department 

or branch thereof, or 

b. Purchase of raw materials for, or the distribution or sale of the 

products of, the factory or establishment, or 

(b) Engaged as an apprentice, not being an apprentice engaged under the 

Apprentices Act, 1961, or under the standing orders of the establishment. 

But ‗employee‘ does not include –  

(a) Any member of the Indian naval, military or air forces; or 

(b) Any person so employed whose wages (excluding remuneration for overtime 

work) exceed the amount to be prescribed by the Central Government [Sec. 

2(9)]. 

Exempted Employee [Sec.2(10)]. ‗Exempted Employee‘ means an employee who is not 

liable under the Act to pay the employee‘s contribution. 

 Family [Sec. 2(11) as substituted by the Amendment Act, 1989]. ‗Family‘ means all or 

any of the following relatives of an insured person, namely  

(i) A spouse; 

(ii) A minor legitimate or adopted child dependent upon the insured person; 

(iii) A child who is wholly dependent on the earnings of the insured person and who is 

a. Receiving education, till he or she attains the age of 21 years,  

b. An unmarried daughter; 

(iv) A child who is infirm by reason of any physical or mental abnormality or injury 

and is wholly dependent on the earnings of the insured person, so long as the 

infirmity continues ; 

(v) Dependent parents. 

Factory [Sec. 2(12) as substituted by the Amendment Act, 1989]. Refer Factories Act, 

1948. 

„Seasonal Factory‟ means a factory which is exclusively engaged in one or more of the 

following manufacturing processes, namely,   

- Cotton ginning,  
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- Cotton or jute pressing,  

- Decortications of groundnuts,  

- The manufacture of coffee, indigo, lac, rubber, sugar or tea or 

Any manufacturing process which is incidental to or connected with any of the aforesaid 

processes and includes a factory which is engaged for a period not exceeding 7 months in 

a year –  

(a) In any process of blending, packing or repacking of tea or coffee ; or 

(b) In such other manufacturing process as the Central Government may, by notification 

in the Official Gazette, specify [Sec. 2(19-A as inserted by the Amendment Act, 

1989]. 

Immediate Employer [Sec. 2(13)]. In relation to employees employed by or through 

him, means a person who has undertaken the execution, on the premises of a factory or an 

establishment, to which this Act applies, of the work of the principal employer. He may have 

undertaken the execution of the work independently or under the supervision of the principal 

employer or his agent. 

 Insurable Employment [Sec. 2(13-A)]. It means an employment in a factory or 

establishment to which this Act applies. 

 Insured Person [Sec. 2(14)]. It means a person who is or was an employee in respect of 

whom contributions are or were payable under the Act and who is, by reason thereof, entitled to 

any of the benefits provided by the Act. 

 Managing agent [Sec.2(14-B)]. It means any person appointed or acting as the 

representative of another person for the purpose of carrying on such other person‘s trade or 

business, but does not include an individual manager subordinate to an employers. 

 Miscarriage [Sec.2(14-B)]. It means expulsion of the contents of a pregnant uterus at 

any period prior to or during the 26 weeks of pregnancy but does not include any miscarriage, 

the causing of which is punishable under the IPC, 1860. 

 Occupier [Sec. 2(15)]. „Occupier‘ of a factory has the meaning assigned to it in the 

Factories Act, 1948. 

 Disablement. Disablement may be permanent or temporary disablement. 

(1) Permanent Disablement. It may be – 
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a. Permanent partial disablement [Sec. 2(15-A)]. It means such disablement 

of a permanent nature, as reduces the earning capacity of an employee in 

every employment which he was capable of undertaking at the time of the 

accident resulting in the disablement. Every injury specified in Part II of the 

Second Schedule shall be deemed to result in permanent partial disablement. 

b. Permanent total disablement [Sec. 2(15-B)]. It means such disablement of a 

permanent nature as incapacitates an employee for all work which he was 

capable of performing at the time of the accident resulting in such 

disablement,  

(2) Temporary Disablement [Sec. 2(21)]. It means a condition resulting from any 

employment injury which requires medical treatment and renders an employee, as a 

result of such injury, temporarily incapable of doing the work which he was doing 

prior to or at the time of the injury. 

Principal Employer [Sec. 2(17)]. In a factory, ‗principal employer‘ means the owner or 

occupier of the factory and includes,  

(a) the managing agent of such owner or occupier,  

(b) the legal representative of deceased owner or occupier, and 

(c) where a person has been named as the manager of the factory under the 

Factories Act, 1949, the person so named [Sec. 2(17)(i)]. 

Regulation [Sec. 2(18)]. It means a regulation made by the ESI Corporation. 

Schedule [Sec. 2(19)]. It means a Schedule of this Act. 

Sickness [Sec. 2(2)]. It means a condition which requires medical treatment and 

attendance and necessitates abstention from work on medical grounds. 

 Wages [Sec. 2(22)]. It means all remuneration paid or payable in cash to an employee, if 

the terms of the contract of employment, express or implied, were fulfilled. 

 It is necessary that 3 conditions must be satisfied before any payment can be said to be 

included in wages. 

 First, it must be a remuneration; 

 Secondly, such remuneration must be paid or payable in cash to the employee; 

 Thirdly, such remuneration must be paid or payable if the terms of the contract of 

employment, express or implied, were fulfilled. 

What is included in „wages‟? 
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 Wages includes any payment to an employee in respect of any period of –  

(i) authorized leave,  

(ii) lock-out or strike which is not illegal, or 

(iii) lay-off, and 

(iv) other additional remuneration. 

What is not included in „wages‟? 

 Wages does not include –  

(a) any contribution paid by the employer to any pension fund or provident fund under 

this Act ; 

(b) any travelling allowance or value of any travelling concession ; 

(c) any sum paid to the person employed to defray special expenses entailed on him by 

the nature of his employment ; or 

(d) any gratuity payable on discharge. 

Wage Period [Sec. 2(23)]. ‗Wage period‘ in relation to an employee means the period in 

respect of which wages are ordinarily payable to him whether in terms of the contract 

employment, express or implied or otherwise. 

What are the different types of benefits provided by the Employees‟ State Insurance Act, 

1948? 

 Freedom from economic fear is the basis of all security legislation. The various benefits 

conferred by the Act attack this fear and seek to remove it. 

 The Act provides for 6 types of benefits to which the insured persons, their dependants or 

certain other persons are entitled. These benefits are as follows : 

1. Sickness benefit. 

2. Maternity benefit. 

3. Disablement benefit. 

4. Dependants‘ benefit. 

5. Medical benefit. 

6. Funeral expenses. 

All these benefits except the medical benefit are monetary benefits. The rules regarding 

these benefits are contained in Secs. 46 to 58 and Rules 55 to 58. 

Sickness benefit [Secs. 46(1) (a), 49 and Rule 55] 
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 When a person eligible to claim sickness benefit. A person shall be qualified to claim 

sickness benefit for sickness occurring during any benefit period, if any contributions in respect 

of him were payable for not less than 78 days of the corresponding contribution period (Rule 55). 

 Sickness to be certified. An insured person shall be entitled to sickness benefit only if 

his sickness is certified by a duly appointed medical practitioner or by any person possessing 

such qualifications and experience as the ESI Corporation may specify in this behalf [Sec. 46(1) 

(a)]. 

 Sickness benefit (Sec.49). The qualification of a person to claim sickness benefit, the 

conditions subject to which such benefit may be given, the rates and period thereof shall be such 

as may be prescribed by the Central Government. 

 The daily rate of sickness benefit, in respect of the insured person during any benefit 

period shall be the standard benefit rate corresponding to the average daily wages of that person 

during the corresponding contribution period. With effect from 1-12-2007, the standard benefit 

rate is increased by 20%, i.e., the benefit rate is about 60% of the wages. 

 The insured person shall not, however, be entitled to sickness benefit for an initial 

waiting period of 2 days. But if the spell of sickness recurs within 15 days he shall be entitled to 

recover the benefits even for the first 2 days in the second or subsequent spell. The sickness 

benefit is also not to be paid to any person for more than 91 days in any two consecutive benefit 

periods. 

Maternity benefit [Secs. 46(1) (b) and 50 and Rule 56] 

When an insured woman entitled to maternity benefit. Maternity Benefit is payable to an 

Insured Woman in the following cases subject to contributory conditions.  

1. Confinement-payable for a period of 12 weeks (84 days) on production of Form 21 and 23. 

2. Miscarriage or Medical Termination of Pregnancy (MTP)-payable for 6 weeks (42 days) 

from the date following miscarriage-on the basis of Form 20 and 23. 

3. Sickness arising out of Pregnancy, Confinement, Premature birth-payable for a period not 

exceeding one month-on the basis of Forms 8, 10 and 9. 

In the event of the death of the Insured Woman during confinement leaving behind a child, 

Maternity Benefit is payable to her nominee on production of Form 24 (B). 

Maternity benefit rate is 100% of average daily wages. 
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Maternity benefit. (sec. 50 substituted by the Amendment Act, 1989). The qualification of an 

insured woman to claim maternity benefit, the conditions subject to which such benefit may be 

given, the rates and period thereof shall be such as may be prescribed by the Central Govt. 

Claim for maternity benefit commencing before confinement 

Every insured woman claiming maternity benefit before confinement shall submit to the 

appropriate local office by post or otherwise –  

(i) a certificate of expected confinement in [Form 18] given in accordance with these regulations, 

not earlier than fifteen days before the expected date of confinement; 

(ii) a claim for maternity benefit in [Form 19] stating therein the date on which she ceased or will 

cease to work for remuneration; and 

(iii) within thirty days of the date on which her confinement takes place, a certificate of 

confinement in [Form 18] given in accordance with these regulations. 

Claim for maternity benefit only after confinement or for miscarriage 

Every insured woman claiming maternity benefit for miscarriage shall within 30 days of the date 

of the miscarriage, and every insured woman claiming maternity benefit after confinement, shall 

submit to the appropriate office by post or otherwise a claim for maternity benefit in: [Form 19] 

together with a certificate of confinement or miscarriage in [Form 18] given in accordance with 

these regulations. 

Notice of work for remuneration 

Except as provided in regulation 89B every insured woman who has claimed maternity benefit 

shall give notice in [Form 19] if she does work for remuneration on any day during the period for 

which maternity benefit would be payable to her but for her working for remuneration. 

Disablement benefit [Secs. 46 (1) ©, 51, 51 – A to 51 – D, 52 – A, 53 to 55 and 57]. 

  Disablement benefit shall be payable to an insured person suffering from disablement as 

a result of an employment injury sustained as an employee if he is certified to be eligible for such 

payment by an authority specified in this behalf [Sec. 46(1) (c)]. 

Presumption as to accident arising in course of employment (Sec. 51-A). 

Accidents happening while acting in breach of regulations, etc. (Sec. 51-B). 

Accidents happening while travelling in employers transport (Sec. 51-C). If 
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a. The accident would have been deemed so to have arisen had he been under 

such obligation ; and 

b. At the time of the accident, the vehicle – 

i. Is being operated by or on behalf of his employer or some other person 

by whom it is provided under an agreement with his employer, and 

ii. Is not being operated in the ordinary course of public transport service. 

Accidents happening while meeting emergency (Sec.51-D). An accident happening to 

an insured person in or about any premises at which he is for the time being employed for the 

purpose of his employer‘s trade or business shall be deemed to arise out of and in the course of 

the employment. 

Occupational disease (Sec. 52-A), the contracting of any occupational disease specified 

in the Third Schedule to the Act shall, unless the contrary is proved, be deemed to an 

‗employment injury‘ arising out of and in the course of employment –  

(i) If an employee employed if any employment specified in Part A of the Third 

Schedule contracts any disease specified therein as an occupational disease 

peculiar to that employment, or 

(ii) If an employee employed in the employment specified in Part B of the Schedule 

for a continuous period of not less than 6 months contracts any disease specified 

therein as an occupational disease peculiar to that employment, or 

(iii) If an employee employed in any employment specified in Part C of that Schedule 

for such continuous period as the ESI Corporation may specify in respect of each 

such employment, contracts any disease specified therein as an occupational 

disease peculiar to that employment [Sec. 52-A(1)]. 

Rates of disablement benefit 

 The daily rate of disablement benefit has been enhanced from about 70% of the wages to 

about 75% of the wages with effect from 1-12-2007. 

 The disablement benefit shall be payable to the insured person as follows: 

(a) For temporary disablement, at the full rate ; 

(b) For permanent total disablement, at the full rate ; 

(c) For permanent partial disablement resulting from an injury not specified in Part II of 

the Schedule, at such percentage of the full rate as is proportionate to the loss of 

earning capacity caused by that injury ; 
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(d) For permanent partial disablement resulting from an injury not specified in Part II of 

the Second Schedule, at such percentage of the full rate payable in the case of 

permanent total disablement as is proportionate to the loss of earning capacity 

permanently caused by the injury. 

Disablement question 

 Any question relating to any of the following matters shall be determined by a medical 

board constituted in accordance with the provisions of the regulations: 

(a) Whether the relevant accident has resulted in permanent disablement ; or 

(b) Whether the extent of loss of earning capacity can be assessed provisionally or finally 

; or 

(c) Whether the assessment of the proportion of the loss of earning capacity is 

provisional or final ; or 

(d) In the case of provisional assessment, as to the period for which such assessment shall 

hold good. 

Dependant‟s Benefit [Sec. 56(1) (d), 52 and 55-A and Rule 58] 

 If an insured person dies as a result of an employment injury sustained as an employee, 

his dependants who are entitled to compensation under the Act, shall be entitled to periodical 

payments referred to as dependants‘ benefit [Sec. 46(1)]. 

Scale of dependant‟s benefit (Rule 58) 

 The daily rate of disablement benefit has been enhanced from about 70% of the wages to 

about 75% of the wages with effect from 1-12-2007. In the case of death of insured person, the 

dependants‘ benefit shall be payable to his widow and children as follows: 

(a) To the widow during life or until remarriage, an amount equivalent to 3/5ths of the 

full rate. If there are 2 or more widows, the amount payable to the widow as aforesaid 

shall be divided equally between the widows. 

(b) To each legitimate or adopted son, an amount equivalent to 2/5ths of the full rate until 

he attains 18 years of age. 

(c) To each legitimate or adopted unmarried daughter, an amount equivalent to 2/5ths 

full rate until she attains 18 years of age or until marriage whichever is earlier. 

In case the deceased person does not leave a widow or legitimate or adopted child, 

dependants benefit shall be payable to the other dependants as follows: 
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(a) To a parent or grand-parent, for life, at an amount equivalent to 3/10ths of the full rate 

and if there are 2 or more parents or grand-parents, the amount payable to them is 

equally divided between them; 

(b) To any other –  

a. Male dependant, until he attains 18 years of age ; 

b. Female dependant, until she attains 18 years of age or until marriage, 

whichever is earlier, or if widowed until she attains 18 years of age, an 

amount equivalent 2/10ths of the full rate. But if there are more than 1 female 

dependant under this clause, the amount payable shall be equally divided 

between them. 

The daily rate of dependants‘ benefit shall be 40 per cent more than the standard benefit 

rate rounded to the next higher multiple of 5 paise. This rate is known as ‗full rate‘. 

Medical benefit [Secs. 46 (1) (e), 46 (2) and 56 to 59 and Rules 60 and 61] 

An insured person and / or a member of his family whose condition requires medical 

treatment an attendance shall be entitled to receive medical treatment for and attendance on 

insured persons [Sec. 46 (1) (e) and Sec. 56 (1)]. 

Eligibility for medical benefit 

A person shall be entitled to medical benefit during any period for which contributions 

are payable in respect of him or in which he is qualified to claim sickness benefit or maternity 

benefit or is in receipt of such disablement benefit as does not disentitle him to medical benefit 

under the regulations [Sec.56(3)]. 

Provision of medical treatment by State Government 

Arrangement for medical treatment in particular State is the administrative responsibility 

of the State Government. 

This is because health is a State subject. 

The ESI Corporation may enter into an agreement with a State Government in regard to – 

The nature and scale of the medical treatment that should be provided to insured persona and 

their families; 

(a) Provision of buildings, equipment, medicines and staff; 

(b) The sharing of the cost of (a) & (b); and 

(c) The sharing of any amount spent in excess of the all-India average [Sec. 58 

(3)]. 
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Scale of Medical Benefit 

 An insured person and his family shall be entitled to receive medical benefit only of such 

kind and on such scale as may be provided by the State Government or the ESI Corporation. 

 They shall have no right to claim any medical treatment except such as is provided by the 

dispensary, hospoital, clinic or other institution to which thery are allotted [Sec. 57(1)]. 

Establishment and maintenance of hospitals, etc. by ESI Corporation (Sec. 59) 

 Sec. 59 makes provision for the establishment and maintenance of hospitals, dispensaries 

and other medical and surgical services by the ESI Corporation, with the approval of the State 

Government, for the benefit of insured persons and their families [Sec. 59(1)]. 

Provision of medical benefit by the ESI Corporation in lieu of State Govt. 

 Sec. 59-A makes provision of medical benefit for insured persons and their families by 

the ESI Corporation in lieu of the State Government. 

Funeral expenses [Sec. 46 (1) (f) and Rule 59] 

 In case the insured person dies, the expenditure on his funeral, known as ‗funeral 

expenses‘, shall be payable to the eldest surviving member of the family. 

 Where the deceased person did not have a family or was not living with his family at the 

time of his death, the funeral expense shall be payable to the person who actually incurs the 

expenditure on the funeral of the deceased insured person [Sec. 46 (1)(f)]. 

 The claim for such payment shall be made within 3 months of the death of the insured 

person or within such extended period as the ESI Corporation or any officer or authority 

authorized by it in this behalf may allow [Proviso to Sec. 46 (1) (f)]. 

General Provisions regarding benefits 

1. Benefits not assignable or attachable (Sec. 60) 

a. The right to receive any payment of any benefit under the Act shall not be 

transerable or assignable [Sec. 60(1)]. 

b. No cash benefit payable under the Act shall be liable to attachment or sale in 

execution of any decree or order of any court [Sec. 60(2)]. 

2. Bar of benefits under other enactments (Sec. 61) 

a. When a person is entitled to any of the benefits provided by this Act, he shall 

not be entitled to receive any similar benefit under any other enactment. 

3. Cash benefit not commutable (Sec. 62) 
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a. No person shall be entitled to commute for a lump sum any disablement 

benefit admissible under the Act. 

4. Benefit not receivable in certain cases 

a. Save as may provided in the regulations, no person shall be entitled to 

sickness benefit or disablement benefit for temporary disablement on any day 

on which he works or remains on leave or on a holiday in respect of which he 

receives wages or an any day on which he remains on strike. 

5. Observance of certain conditions on receipt of sickness or disablement benefit 

(Sec. 64) 

a. Shall remain under medical treatment at a dispensary, hospital, clinic or other 

institution provided under this Act and shall carry out the instructions given 

by the medical attendant in charge thereof ; 

b. Shall not while under treatment do anything which might retard or prejudice 

his chances of recovery; 

c. Shall not leave the area in which medical treatment provided by this Act is 

being given, without the permission of the medical officer; and 

d. Shall allow himself to be examined by and duly appointed medical officer or 

other person authorized by the ESI Corporation in this behalf. 

6. Benefits not be combined (Sec. 65) 

An insured person shall not be entitled to receive for the same period –  

(a) Both sickness benefit and maternity benefit ; or 

(b) Both sickness benefit and disablement benefit for temporary disablement; or 

(c) Both maternity benefit and disablement benefit for temporary disablement 

[Sec. 65(1)]. 

7. Default by the principal debtor in paying contribution (Sec.68) 

8. Liability for excessive sickness benefit (Sec. 69) 

9. Repayment of benefit improperly received (Sec. 70) 

10. Benefit payable up to and including the day of death (Sec.71) 

11. Employer not to reduce wages etc (Sec. 72) 

12. Employer not to dismiss or punish employee during period of sickness, etc. 

13. Enhancement of benefits (Sec.99). 

Maternity benefit Act, 1961 
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History 

 N.M.JOSHI made an effort to introduce maternity benefit in the assembly in the year of 1924 

 The maternity benefit was to be raised by local government, employers 

 The bill was rejected in the assembly as they thought time was not ripe to introduce it 

 Bombay province introduced the legislation first and other states followed 

Introduction 

 Maternity disables a woman worker from undertaking any work during few weeks before and 
after child birth 

 Many employers used to terminate the services of women workers because of the same reason 

 Hence to protect women workers from termination , a legislation was required 

SCOPE 

 The act applies to every establishment of factory, mine, plantation, shop and establishment 

 However with the approval of central government, state government may extend the act to 
industrial, commercial, agricultural sectors 

Qualifying Conditions 

 A woman is entitled to maternity benefit if she has actually worked in the establishment 

for not less than 70 days in the 12 months before her expected date of delivery 

 The qualifying period doesn‘t apply for migrant who is pregnant at the time of 

migrating/joining 

Rate and duration of maternity benefit 

 At the rate of daily wages for the period of her absence 

 The period of absence is 12 weeks  

 6 weeks before the delivery and 6 weeks after the delivery 

 When a woman dies during the period, benefit is payable upto the date of her death 

 When a woman dies during the child birth or immediately after the child birth, benefit is 

payable for the entire period 

 If the child also dies during the period, benefit is payable upto the day of death 

Benefit in certain cases 

 Every woman is entitled to the benefit even in factories where ESI act is applicable until 

she becomes qualified to claim maternity benefit under ESI act  

vtu
so

lut
ion

.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



Medical Bonus 

Every woman is entitled to the benefit is also entitled to receive a medical bonus of rs 250 if 

no pre-natal and post-natal care is provided by the employer free of charge 

Claim and payment of maternity benefit 

 A woman has to fill the application by mentioning all the details , and nominates a person 

to receive the benefit during her absence before 6 weeks of the expected date of delivery 

 If she fails to give the notice before, she can give the notice after the delivery also 

 The amount should be paid in advance  

Restriction on employment of women during certain periods 

 The act prohibits woman employing/working 6 weeks before the expected date of 

delivery 

 And 6 weeks after the delivery, miscarriage, medical termination of pregnancy 

Forfeiture of maternity benefit 

 If any woman works in any other establishment after availing maternity benefit leave , 

she forfeits her claim to the benefit 

Other provisions 

 Leave for miscarriage 

 Leave for illness due to pregnancy, delivery and others 

 Nursing breaks 

 Dismissal during absence of pregnancy 

 Deduction of wages is not allowed for nursing breaks 

 Inspectors 

 Notice display 

 Cognizance of offence and others 

Leave for miscarriage 

 Miscarriage, medical termination of pregnancy(MTP) 

 A woman can avail the facility following the day of miscarriage or MTP 

 Facility is 6 weeks paid leave 

 Proof is required by an authorized doctor 
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Leave for illness due to pregnancy, delivery and others 

 

 Suffering from illness arising out of pregnancy, delivery, premature birth of a child, 

miscarriage , MTP or tubectomy operation 

 Can avail a leave of 1 month in addition to the period allowed 

 Proof is required by an authorized doctor 

Nursing breaks 

 Every woman who returns to a duty after delivery is to be allowed in the course of her 

daily work can avail this benefit 

 Two breaks for prescribed duration until the child attains an age of 15 months 

 Nursing breaks are in addition to the normal rest breaks 

Dismissal during absence of pregnancy 

 An employer is not allowed to dismiss a woman during the authentic period of maternity 

leave 

 In case of unauthorized absence, a woman can be dismissed , but maternity benefits are 

usually provided 

 A woman can be deprived of maternity benefit for her misconduct 

 Appeal can be done within 60 days 

Deductions from wages 

 Deduction from wages not allowed in case of 

 Non-arduous nature of work assigned to her  

 Nursing breaks 

Inspectors 

• An inspector is appointed by the government with required qualifications 

• To ensure that the act is enforced he can check the premises, and all records related with 

women workers 

• He can inquire into accidents, injury, statements of employees 

• He can confiscate any record/document which he considers as offence 

 

Display 
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 Display notices, in English and local language near common places like canteen, library 

etc. 

 Maintain registers and records 

Cognizance of offence & penalties 

 Failure to provide the benefit, dismissing a woman amounts in imprisonment of 3 months 

which can be extended to 1 year or with fine from rs 2000-5000 

 Failure to produce documents to the inspector results in 1 year prison or fine of rs 5000 or 

both 

 Contravention of other provisions results in 1 year prison or fine of rs 5000 or both 

 

Contract Labor Act 

CONTRACT LABOR ACT 1970 

SCOPE AND COVERAGE 

It extends to whole of India and applies to every establishment in which twenty or more workmen are 
employed 

A worker is considered as contract labor when he is hired for the work by or through a contractor with or 
without the knowledge of his principal employer 

A contractor is a person who undertake to produce a given result for an establishment through labor, or 
who supply contract labor for the work of an establishment and include   sub -contractors 

ADVISORY BOARDS 

Central and state governments have to set up an advisory board consists of members from industry, 
contractors, workers Industry, contractors nominees should be equal to workers nominees 

REGISTRATION OF ESTABLISHMENT 

Principal employer has to register the industry with the registration officer of the government 

PROHIBITION OF EMPLOYMENT OF CONTRACT LABOR 

    Government can prohibit the employment of contract labor, if 

1. The work is necessary for the industry 

2. The work is of sufficient duration 

3. The work can be done through regular workers 

4. The industry is capable of employing regular workers 
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LICENSING OF CONTRACTORS 

Every contractor has to obtain a license from the government to employ contract labor 

WELFARE AND HEALTH OF CONTRACT LABOR 

Sufficient supply of drinking water 

Sufficient number of latrines and urinals 

Washing facilities 

First-aid box 

One or more canteens for work of more than 6 months/100 workers 

PAYMENT OF WAGES 

The contractor is responsible for making regular and timely payment of wages. 

Payment is to be made in the presence of an authorized representative of the principal employer 

If the contractor does not make any payment, principal employer will make payment and recover the 
amount from the contractor 

PENALTIES 

The act provides for imprisonment for a term of three months for contraventions of the act 

INSPECTOR AND RULES 

Inspectors are appointed to ensure the implementation of the act 

Registration and license of industry, contractors 

Provide health and welfare for labor 

Maintain records and cooperation with inspectors for inspection 

Sending reports to government 

Exhibit the rules in the workplace 

Rights of contract labor 

For claiming good work conditions and other benefits 

Representation in the advisory board 

Shops & Establishment Act 

INTRODUCTION 
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• Shops and commercial establishments act in the country have been state enactments 

• Majority of the states, union territories have their own acts 

• In Karnataka , shops and commercial establishments act was enacted in 1961 

OBJECTIVE /PROVISIONS OF THE ACT 

• Working hours  

• Rest intervals 

• Holidays, overtime, leave 

• Termination of service 

• Employment of women and young persons 

• Protection of wages 

• Registration of shop and establishments 

DEFINITIONS 

• SHOP: Means any premises where goods are sold,either by retail or wholesale or services are 
rendered to customers 

   Includes office, go-down, store room,warehouse in the same or different premises  

DEFINITIONS 

• ESTABLISHMENT: Means an establishment which carries on any business,trade or profession 
includes administrative or clerical service, a shop, restaurant, residential hotel, eating house, 
theatre ,public amusement park 

DEFINITIONS 

• CHILD : A person with less than 15 years of age 

• YOUNG PERSON: A person who is not a child but less than 18 years of age 

• EMPLOYER: A person who owns or exercises ultimate control over the affairs of an 
establishment and includes a manager 

• EMPLOYEE : A person wholly or partially employed for hire,wages including salary,reward or 
commission and includes apprentice 

• WORKING HOURS 

• Shops should be open from 9 a.M to 9 p.M 

• If customer is waiting, he can be served even after 9 p.M 
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• Government has powers to change rules 

• Footpath hawkers, newspaper sellers ,milk booth are exempted 

• Employee is not required to work for more than 9 hours/day and 48 hrs/week except during stock 
taking day for 10 hrs/day 

• Overtime wages should be paid for overtime work 

REST INTERVAL 

No employee is allowed to work for more than 5 hrs continuously without an interval for at least 
half an hour 

OTHER HOLIDAYS 

• Independence day 

• Republic day 

• Gandhi Jayanthi 

• Other holidays  

• If an employee works on such days, double payment is to be paid 

• Government has power to declare holidays 

• Every employee is to be furnished with a service card 

SPREADOVER 

• Spread over is the total time of work and rest intervals in an establishment in a day 

• The total spread over should not exceed 

1. 8 hrs in case of a child 

2. 10 hrs in case of a young person 

3. 12 hrs in case of other employees 

WEEKLY HOLIDAY 

• Every establishment needs to be closed on any day in a week  

• Weekly holiday has to be displayed on the notice board in a local language 

• Weekly holiday cannot be changed before 3 months 

• Inspector can direct regarding the weekly holiday  

• Employee is entitled to avail wages on weekly holiday  
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EMPLOYMENT OF CHILDREN, YOUNG PERSONS, WOMEN 

• Prohibition of employment of children of below 12 yrs 

• Prohibition of night work after 10 p.m and before 7 a.m for children and women 

• Working hours for child is 5hrs/day and 30 hrs /week 

• Working hours for young is 7hrs/day and 32 hrs /week 

LEAVE WITH WAGES 

• For 1 year of service, a paid leave for 20 days 

• Maternity leave for 12 weeks 

• Earned leave can be accumulated for 45 days 

• Leave can be reimbursed  

• Casual leave and sick leave can be availed 

• Government has powers to change the rules 

WAGES 

• Wage period for one month 

• Wage payment before 7th day of previous wage period 

• Terminated employees, second day payment 

• Payments on working day 

• Payments in current coins/notes 

• Authorised deductions 

• Claims for delayed payment and unauthorised deductions to an authority is allowed 

DISMISSAL,TERMINATION 

• One month notice from both employer,employee 

• Reasonable cause 

• 15 days wages for every year of service to be paid 

• An employee can appeal within 3 months 

• Authority decides case after hearing 

POWER OF INSPECTING OFFICERS 
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• Enter, establishment with assistants 

• Inspect ,take extracts from registers,records  notices required for act 

• Take statement of any person for evidence 

• Exercise powers 

• He can be a district magistrate  or any officer from government 

PENALTIES 

• For contravention the act 

• Obstructing the inspector results in 6 months prison and fine 

• Unauthorised deductions from wages , delayed payment 

• Complaint to be lodged to the inspector within 6 months of offence 

OTHER PROVISIONS IN THE ACT 

• Maintenance of registers,display of notices 

• Application of compensation,maternity, holiday act 

• Power to make rules lies with state government 

 

Child Labour Act (Prohibition and Regulation) – 1986 

Definition: 

According to UNICEF 

◦ A child involved in child labor activities if between 5-11 years of age, he/she did at least 
one hour of economic activity a day or at least 28 hrs of domestic work in a week & in 
case of children between 12-14 yrs of age, he/she did at least 14 hrs of economic activity 
or at least 42 hrs of economic activity & domestic work per week. 

According to India‟s Census 2001 office 

  It defines child labour as participation of a child less than 17 yrs of age in any economically productive 
activity with or without compensation, wages or profit. 

According to ILO 

Children who participate in work that doesn‘t affect their health & personal development or interference 
with their schooling, is not child labour, rather it may generally be regarded as being something positive. 

    What is child labor? 
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 “Child labour‖ is generally speaking, work for children that harms them or exploits them in some 
way (physically, mentally, morally or by blocking access to education). 

 It is the work that exceeds a minimum number of hours depending on the age of a child and on 
the type of work. 

Causes of child labor 

 Overexploitation of population. 

 Decrease of resources. 

 Decrease in literacy. 

 Increase of poverty. 

 Increase of unemployment. 

 Lack of schooling and daily care. 

 Limited choices for women. 

How many are there? 

 61% in Asia, 32% in Africa, and 7% in Latin America, 1% in US, Canada, Europe and other 
wealthy nations. 

 In Asia, 22% of the workforce is children. In Latin America, 17% of the workforce is children.  

 246 million child workers aged 5 and 17 were involved in child labor. 

 Out of which 171 million were involved in work that by its nature is hazardous.  

Consequences For Children.. 

 Physical injuries and mutilations are caused by badly maintained machinery on farms and in 
factories, machete accidents in plantations, and any number of hazards encountered in industries 
such as mining, ceramics and fireworks manufacture  

 Pesticide poisoning is one of the biggest killers of child laborers. In Sri Lanka, pesticides kill 
more children than diphtheria, malaria, polio and tetanus combined. The global death toll each 
year from pesticides is supposed to be approximately 40'000  

 Growth deficiency is prevalent among working children, who tend to be shorter and lighter than 
other children; these deficiencies also impact on their adult life   

 Long-term health problems, such as respiratory disease, asbestosis and a variety of cancers, are 
common in countries where children are forced to work with dangerous chemicals  vtu
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 HIV/AIDS and other sexually transmitted diseases are rife among the one million children 
forced into prostitution every year; pregnancy, drug addiction and mental illness are also common 
among child prostitutes  

 Exhaustion and malnutrition are a result of underdeveloped children performing heavy manual 
labour, working long hours in unbearable conditions and not earning enough to feed themselves 
adequately  

 According to certain experts approximately 10 million bonded children labourers are working as 
dome In South Asia. 

 Beyond this there are almost 55 million bonded child labourers hired across various other 
industries. 

 Less than 5% of child laborers make products for export to other countries.  

Child labor statistics 

 One in every six children aged 5 to 17 worldwide is exploited by child labor. 

 There are approximately 9 million children involved in the unconditional worst forms of child 
labor. 

 In Sub-Saharan Africa around one in three children are engaged in child labor, representing 69 
million children. 

 In South Asia, another 44 million are engaged in child labor. 

• Child labor in India 

 INDIA accounts for the second highest number where child labor in the world.  

 Africa accounts for the highest number of children employed and exploited.  
 According to certain experts approximately 10 million bonded children laborers are working as 

domestic servants in India.  
 Beyond this there are almost 55 million bonded child laborers hired across various other 

industries.  
Regulation and prohibition act 

 This was declared by the parliament on 23rd December, 1986. 

 It includes Prohibition of employment of children in certain occupations and processes. 

 No child shall be employed or permitted to work in any of the occupations which are hazardous 
by its nature. 

 OBJECT: To prohibit the engagement of children in certain employment‘s and to regulate the 
conditions of work or children in certain other employment‘s  

  DEFINITION: Child: Child means a person who has not completed his fourteen years of age. 
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 APPLICABILITY: In extends to the whole of India  

 WEEKLY HOLIDAY: Every child shall be allowed in each week a holiday of one whole day. 

 HOURS AND PERIOD OF WORK: The period of work on each day shall not exceed three 
hours and no child   shall work for more than three hours before he has had an interval for rest for   
at least one hour. No child shall be permitted or required to work between 7   P.m. and 8 a.m. 

   No child shall be required or permitted to work overtime.  

PROHIBITION OF EMPLOYMENT OF CHILDREN IN CERTAIN OCCUPATIONS AND 
PROCESSES 

1. Transport of passengers, goods; or mails by railway 

2. Cinder picking, clearing of an ash pit or building operation in the railway premise. 

3. Work in a catering establishment at a railway station, involving the movement of vendor or any other 
employee of the establishment from one platform to another or into or out of a moving train. 

4. Work relating to the construction of railway station or with any other work where such work is done in 
close proximity to or between the railway lines. 

5. The port authority within the limits of any port. 

6. Work relating to selling of crackers and fireworks in shops with temporary licenses 

7. Abattoirs/slaughter Houses 

8. Automobile workshops and garages. 

9. Foundries 

10. Handling of taxies or inflammable substance or explosives 

11. Handloom and power loom industry 

12. Mines (Under ground and under water) and collieries 

13. Plastic units and Fiber glass workshop 

PENALITIES: 

 Section-3 shall be punishable with imprisonment which shall not be less than three months which 
may extend to one year or with fine which shall not be less than ten thousand rupees but which 
may extend to twenty thousand rupees or with both.  Section (3)     shall be punishable with 
imprisonment for a term which shall not be less than six months but which may extend to two 
years. 

 Any other violations under the Act shall be punishable with simple imprisonment, which may 
extend to one month or with fine, which may extend to ten thousand rupees or with both. 
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Conclusion 

 The social malady of child labor can be brought under control, if each individual takes 
responsibility of reporting about anyone employing a child below the age of 14years.  

 Thus, instead of ignoring on should find out about reporting child labor and how such children 
can actually be saved.  

 Child labor can be controlled if the government functions effectively with the support of the 
public. 
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Module 7 

Minimum Wages Act, 1948 

Introduction to the act 

The aim of any legislation is to protect workers 

Indian labor is by and large is illiterate and not organized to protect themselves 

In our Developing country, exploitation of workers is common 

Hence, there was a need for the act to protect workers from exploitation 

OBJECT AND SCOPE 

To secure the welfare of the workers in a competitive market by providing for a minimum limit of wages 
in certain employments 

To prevent the exploitation of workers 

To fix minimum wages which the employer must pay to workers 

Concept of minimum wages 

Wages means all remuneration capable of being expressed in terms of money, if the terms of employment 
were fulfilled, be payable to a person employed in respect of his employment which includes house rent 
allowance 

Minimum wages is not defined in the act, as it is literally impossible to pay uniform wages for all 
industries throughout the country, on account of different conditions and locations of industries 

WAGES DOES NOT INCLUDE 

 Any house accommodation, supply of light, water 
 Provident fund 
 Traveling allowance 
 Special expenses regarding the work 
 Gratuity 

LIVING WAGE 

 Appropriate wages for the normal needs of the average employee who lives in a civilized society 
 Living wage must provide essentials such as food,shelter,clothing,comforts like children 

education, protection against ill health, essential social needs, old age needs 

FAIR WAGE 

 Relates to fair workload and the earning capacity 
 Prevailing rates of wages in the same or similar industries in the neighboring areas 
 Present economic conditions 
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APPLICABILITY OF THE ACT 

 It extends to whole of India 
 It came to force from March 15th 1948 
 It was amended in 1954, 1957,1961,1982,1983,1987,1990,1993 

FIXATION OF MINIMUM WAGES 

 Minimum rate for time work ‗minimum time wage‘ 
 Minimum rate for piece work ‗minimum piece rate‘ 
 Minimum rate for ‗time-piece work‘ 
 Overtime wages 
 Minimum wages should be revised every two years or on a rise of 50 points in the consumer price 

index (CPI) 

Procedure for fixation and revision of minimum wages 

 Appropriate government shall appoint a committee and sub-committees to hold enquiries and 
advise in respect of fixation and revision of wages 

 Or Gazetted Official publishes proposals for minimum wages 
 Government shall revise the wages on the expiry of 3 months from the date of issue of of the 

order 
 Government also seeks the advise from the advisory board which comprises of equal number of 

employers and employees  

FIXING HOURS OF WORK 

 A working day should include one or more specified intervals 
 Working hours shall be nine hours 
 Normally Sunday is the rest day 
 But any other day can also be a rest day accordingly 
 Extra wages for work more than specified hours-overtime wages 
 Wages for two or more classes of work should be paid 

Other provisions 

 Wages for overtime 
 Wages for less than normal working day in case of illness  
 Wages for 2 or more types of work to be paid in respect of the time spent 
 Maintenance of registers and records 

AUTHORITIES UNDER THE ACT-Inspectors 

 Factory inspector is empowered to examine the records of wages paid to the employees 
 Government is empowered to make rules to regulate the procedure of carrying out the act 
 Claims by the employees are decided in the court regarding deductions  
 Recovery of amount can be done by the court regarding fines 
 Claims 
 For less payment than minimum wages 
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 Payment for work on rest days 
 Overtime wages 
 Any other claims 
 Claims are decided by labor officer or Compensation commissioner 

Who can claim  

 Employee himself 
 Lawyer(legal practitioner) 
 Trade union official 
 Inspector 
 Any authorized person 
 Claims should be applied within 6 months  of receiving wages 
 Authority decides the case after hearing from both the parties  

Penalties 

 An employer who pays less than the minimum wages may be punished 
 With 6 months jail or Rs 500/- or both 
 An employer who does not maintain the records properly is punishable to a fine of Rs 500/ 
 Power to make rules 
 Appropriate government has power to make/amend rules related with the minimum wages act 

               

Payment of Wages Act, 1936 

Objectives of the act 

 To ensure regularity of the payment 
 To ensure payment in legal terms 
 Preventing arbitrary deductions 
 Restricting employers to impose fines 
 Providing remedy to the workers 

SCOPE AND APPLICABILITY 

 It applies to the whole of India 
 It mainly applies to the workers of industries, factories 
 It was also extended to the employees of railways, mining, transport, printing press and other 

establishments 

The act was amended in 1937,1940,1957,1962,1964,1967,1976,1982 to make it more comprehensive 

IMPORTANT DEFINITIONS 

Establishment- means motor transport, air transport,dock,jetty, plantation, construction,building 
roads,bridges, canals,water ,electric supply and so on 
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Wages- all remuneration expressed in terms of money,be payable to a person employed in respect of his 
employment 

RESPONSIBILITY FOR PAYMENT OF WAGES 

 Every employer is responsible for the payment of wages to persons employed by him 
 Employer may be called as manager, Managing Director, CEO, Chairman  
 In case of contract labor, contractor pays the wages to the labor 

FIXATION OF WAGE PERIOD 

 The period of wage fixation shall not exceed one month 
 Time for wage payment 
 Wages must be paid before the expiry of the seventh day after the last wage period in case of 

factory, industrial establishment workers 
 Wages must be paid before the expiry of the tenth day after the last wage period in case of other 

workers 
 For terminated employees wages should be paid before the expiry of second working day 
 All wages must be paid on a working day 

MODE OF PAYMENT OF WAGES 

 By cash ( coins or currency notes) 
 By cheque 
 By crediting to the bank account of the employee 

AUTHORISED DEDUCTIONS FROM WAGES 

 Withholding increment/promotion based on less efficiency 
 Demotion to a lower post 
 Suspension 
 Fines 

FINES  

 An employee can be fined for his acts which are specified by the government 
 The fine list must be exhibited in the work place 
 The worker should know the reason for fine 
 Fine cannot be imposed to a person of age less than 15 years 
 Fine cannot be recovered in installments of after the expiry of 6 months 
 Fine should be imposed on the day of act 
 All fines should be recorded in the register 
 Fine cannot exceed 3 paise in a rupee of the wages payable  

DEDUCTIONS FOR ABSENCE FROM THE DUTY 

Absence from the duty means ―absence from the place where the employed person is required to work‖ 
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Workers though present in the work place and carrying out strikes are considered as absentees and 
proportionate salary can be deducted 

OTHER AUTHORISED DEDUCTIONS 

 Damage/loss 
 Recovery of advances/loans 
 Income tax 
 Court orders 
 Provident fund 
 Cooperative societies/insurance 
 House accommodation 
 Acceptance of fake currency notes/coins 
 Losses due to wrong invoice/documents 
 Giving wrong discount/rebate to customers 
 Others like savings scheme etc 

ILLEGAL DEDUCTIONS FROM WAGES 

 When damage/loss is not directly attributable to a workers neglect 
 Deductions for tools and raw materials meant for employment 
 For loan recovery of more than 50-75% of wages 
 For administration mistake in giving rebates/discounts 

MAINTAINANCE OF RECORDS AND REGISTERS 

 Every employer shall maintain a record giving particulars of persons employed by him, work 
performance, wages paid, deductions made, and other particulars 

AUTHORITIES UNDER THE ACT 

 Factory inspector is empowered to examine the records of wages paid to the employees 
 Government is empowered to make rules to regulate the procedure of carrying out the act 
 Claims by the employees are decided in the court regarding deductions  
 Recovery of amount can be done by the court regarding fines 

OBLIGATION AND RIGHT OF EMPLOYERS 

 To make wages payment regularly 
 Not to make any unauthorized deductions from wages 
 To maintain a register of wages payment and deductions of all employees 
 To display the abstract of the wages payment act in the workplace 
 Deductions for absence, damage/loss 
 Appeal to the court for wage disputes 

RIGHT OF EMPLOYEES 

 Every worker has right to receive the wages 
 Refuse to agree for unauthorized deductions 
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 Approach the authority for delayed wages 
 Penalties for offences  
 A fine of Rs 500 for contravention of act or 6 months imprisonment or both 
 An employer not paying the wages on a working day 
 Does not record all fines 
 Refuses to answer any information 
 Fails to maintain record 
 Illegal deductions from wages 
 Any other offence according to the act 
 Cognizance (knowledge or awareness) of offence 
 No court is to take cognizance of complaint of any matter of the act unless an application has 

been presented regarding the same and sanctioned  
 

Payment of Gratuity Act 1972 

State the object and scope of the Payment of Gratuity Act, 1972. 
 
The main objective of this Act is to provide for a Scheme for the payment of Gratuity to - 

employees engaged in factories, mines, oil fields plantations, ports, railway companies, shops or 

other establishments and for matter related thereof. 

The objects of the Payment of Gratuity Act, 1972 are mentioned below- 

1. To provide for a Scheme for the payment of Gratuity to employees. 

2. To provide for matters connected with or incidental to the Scheme for payment of Gratuity. 

3. To provide retiring benefits to employees who have rendered continuous services to his 

employer and thereby contributed to his prosperity. 

4. To define the principles of payment of gratuity according to the prescribed formula. 

5.To provide machinery for the employment of liability for payment of gratuity. 

Explain the scope and application of the act. 

Under the Section 1 (3) of the Payment of Gratuity Act, 1972, this act can be applied to - 

i) every factory, mine, oil-field, plantation, port and railway company 

ii) every shope or establishment within the meaning of any law for the time being in force in 

relation to shope and establishments in a state in which ten or more persons are employed, or 

were employed, on any day of the proceeding twelve months. 

iii) Such other establishment, or class of establishment in which ten or more employees are 

employed, or were employed on any day of the proceeding twelve months, as the Central 

Government may, by notification specify in this behalf. 
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According to the Section 1(3-A), a shop or establishment to which this Act has become 

applicable shall continue to be governed by this Act notwithstanding that the number of persons 

employed therein at any time after it has become so applicable falls below ten. 

Out of the above provisions it can be understood that the Act is wide enough to bring within its 

scope the whole organised sector of industry as well as commerce. Of cource, this Act cannot be 

applied to  

i) apprentices and 

ii) as per Section 2 (e), persons who hold civil posts under central Government or a State 

Government and are governed by any other Act or rules providing for the payment of gratuity. 

Under Section 5 of this Act, the central Government is empowered to exempt any shop or 

establishment covered by this Act from the provisions of the Act, if its employees are in receipt 

of gratuity or pensionary benefits not less favourable than the benefits provided under this Act. 

Briefly describe the provisions regarding payment of gratuity act, 1972 
There are many legal provisions of the Payment of Gratuity Act 1972. We are below discussing 

some important provisions of the Act. 

i) Provisions relating to the payment of gratuity :-  

Under sections 4 and 7 of the Act , different provisions relating to the payment of gratuity are 

given According to Section 4(1), the gratuity shall be payable to an employee on the termination 

of his employement after he has rendered continuous service for not less than 5 years. 

The gratuity is payable to an employee on his termination in the following cases- 

a) On his superannuation, or  

b) On his retirement or resignation 

c) On his death or disablement due to accident or disease. 

Under Section 7(1) a person who is eligible for payment of gratuity under this Act or any person 

authorised in writing, to act on his behalf shall send a written application to the employer withing 

such time and in such form as may be prescribed , for payment of such gratuity. Under section 

7(2) as soon as gratuity becomes payable, the employer shall, whether an application referred to 

in the Sub-section (1) has been made or not, determine the amount of gratuity and give notice in 

writing to the person to whom the gratuity is payable and also to the controlling authority 

specifying the amount of gratuity determined. Under section 7(3) the employer shall arrange to 

pay the amount of gratuity within thirty days from the date it became payable to the person to 

whom the gratuity is payable. Section 7(3-A) states, if the amount of gratuity payable under Sub- 

vtu
so

lut
ion

.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



(3) is not paid by the employer within the period Specified in Sub- (3), the employer shall pay, 

from to the date on which the gratuity become payable to the date on which it is paid, simple 

interest at such rate, not exceeding the rate notified by the Central Government from time to time 

for repayment of long term deposits, as that Government may by notification Specify. 

ii) Provision regarding reduction and forfeiture of gratuity:- Under Section 4(6) of the Act, 

following provisions regarding reduction and forfeiture of gratuity are laid down as follows- 

i) According to section 4(6) (a), the gratuity payable to an employee, whose services have been 

terminated for any act due to wilful omission, or negligence causing any damage or loss to or 

destruction of property belonging to the employer, shall be forfeited to the extent of the damage 

or loss so caused. 

ii) According to Section 4(6) (b), the gratuity payable to an employee may be wholly or partially 

forfeited- 

a) If the Services of such an employee have been terminated for his riotous or disorderly conduct 

or any other act of violence on his part  

b) If the services of such an employee have been terminated for any act which constitutes an 

involving moral turpitude provided that such offence is committed by him in the course of his 

employement. 

iii) Provision regarding recovery of gratuity:- 

Regarding the recovery of the amount of gratuity procedure has been laid down under section 8 

of the Act as follows - 

a) If the amount of gratuity is not paid by the employer within the prescribed time, the person has 

then right to apply to the controlling authority for the recovery the gratuity. 

b) The controlling authority will issue a certificate for the amount to the collector Then, the 

collector shall recover the amount to the person. 

iv) Provision of Compulsory Insurance :- Under Section 4(A), following provision are laid down 

regarding the compulsory Insurance- 

a) The amendment Act of 1987 of Act Payment of Gratuity Act provides for compulsory 

insurance of employer‘s liability to pay gratuity under the Act. 

b) This new section also provides for compulsory registration of all the establishments covered 

under the Act with the controlling authority appointed by the Government. 

c) This Sections empowers the Central Government to make rules for prescribing the insurers 

other than the LIC and the manner in which the employer shall get the insurance cover. 
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d) Where an employer fails to make any payment by way of premium to the insurer or by way of 

contribution to an approved gratuity fund referred to above, he shall be liable to the amount of 

gratuity due under this Act. 

e) Whoever contravenes the above provisions shall be punishable with a fine which may extend 

to Rs 10, 000 and if it continues, a further fine extending to Rs.1, 000 per day till the offence 

continues. 

v) Provisions regarding Nomination :- According to Section 6, each employee who has 

completed one year of service shall make nomination for the purpose of payment of gratuity in 

case of his death. Different legal provisions regarding nomination are given below- 

1) Time of Nomination :- Under Section 6(1) each employee who has completed one year of 

service, shall make within 80 days of completion of one year of service a nomination. 

2) No of Nominees:- Under Section 6(2) an employee may in his nomination distribute the 

amount of gratuity payable to him under this Act amongst more than one nominee or may 

nominate one person only for whole amount of gratuity. According to Section 6(3) if an 

employee has a family at the time of making nomination, then the nomination shall be made in 

favour of one or more members of his family. According Section 6(4) if at the time of making a 

nomination the employee has no family member then the nomination may be made in favour of 

any persons or persons. 

3) Modification :- Under Section 6(5), nomination may be modified by an employee at any time 

after giving to his employer a written notice in such form and in such a manner as may be 

prescribed.  

4) Death of Nominee :- As per Section 6 (6) if the nominee dies before the employee, the interest 

of the nominee shall revert to the employee, who will have to make a fresh nomination. 

5) Safe Custody of Nomination :- Under Section 6 (7), every nomination, a fresh nomination or 

alternation of nomination, as the case may be shall be sent by the employee to his employer who 

will Kept the Same in his custody. 

vi) Provisions of Inspectors :- The Payment of Gratuity (Amendment) Act 1984 has added two 

new sections. such as, Section 7-A and Section 7-B to the original Act dealing with the 

appointment of Inspectors and their power. 

Appointment of Inspectors :- Under the Section 7-A, the government may, by notification, 

appoint as many inspectors as it deems fit. 

Power of Inspectors : Under the Section 7-B inspectors have the power to ask an employer to 

vtu
so

lut
ion

.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



furnish necessary information. Moreover, inspectors have the power to enter and inspect any 

place in any factory, mine etc. and to examine the employer and the employees. Inspectors can 

make copies or take extacts from register or record etc. 

vii) Provisions regarding penalties : According to Section 9 (1) any person who knowingly 

makes any false statement for avoiding any payment to be made by him under this act shall be 

punishable with imprisonment upto six months or with fine upto Rs.10, 000 or with both. Under 

section 9(2), an employer who contravenes or makes default in complying with, any of the 

provisions of the Act, or rule, order made thereunder shall be punishable with imprisonment for a 

period which may extend to one year or with fine which may extend to one thousand rupees or 

both. 

iii) Provisions regarding appropriate Government‘s powers to make rules:- 

Under Section 15 the appropriate Government may make rules for carrying out the provisions of 

the Act. every rule made by the Central Government under this Act shall be laid before each 

house of parliament while it is in session for a total period of thirty days which may be 

comprised in one sessions or in two or more successive sessions. 

Definitions  

Appropriate Government [Sec.2(a)]. In relation to any of the following establishments, 

appropriate Government means the Central government 

i) an establishment belonging to, or under the control of, the Central Government. 

ii) An establishment having branches in more than one State,  

iii) An establishment of a factory belonging to, or under the control of, the Central 

Government. 

iv) An establishment of a major port, mine, oilfield or railway company. 

In any other case, ‗appropriate Government‘ means the State Government. 

Completed Year of Service [Sec. 2(b)]. It means continuous service for 1 year. 

Continuous Service [Sec.2(c)]. It means continuous service as defined in Sec. 2-A. An 

employee shall be said to be in continuous service for a period if he has, for that period, been in 

uninterrupted service, including service which may he interrupted on account of – 

- Sickness,  
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- Accident,  

- Leave 

- Absence from duty without leave,  

- Lay-off,  

- Strike. 

- A lock-out, or 

- Cessation of work not due to any fault of the employee. (Sec.2-A, Clause 1). 

Where an employee is not in continuous service for any period of 1 year, he shall be 

deemed to be in continuous service under the employer for the said period of 1 year, if during the 

period of 12 calendar months preceding the date with reference to which calculation is to be 

made, he has actually worked under the employer for not less than –  

- 190 days in the case of an employee employed below the ground in a mine or any 

establishment which works for less than 6 days in a week ; and 

- 240 days in any other case. 

Controlling Authority [Sec.2(d)]. It means an authority appointed by the appropriate 

Government. Under Sec.3 of the appropriate Government may, by notification published in the 

Official Gazette, appoint any officer to be a controlling authority, who shall be responsible for 

the administration of the Act. Different controlling authorities may be appointed for different 

areas. 

PENALTIES AND OFFENCES 

[Sec. 9 to 11] 

Penalties (Sec.9). For false statement or false representation. 

For contravention of the act. 

Exemption of employer from liability in certain cases (Sec.10) 

Employees‟ Provident Fund and Miscellaneous Provisions Act 1952 

THE EMPLOYEES‟ PROVIDENT FUNDS AND  

MISCELLANEOUS PROVISIONS ACT, 1952 
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What is meant by EPF? 

The EPF is a scheme intended to help employees from both private and non-pensionable 

public sectors save a fraction of their salary every month in a saving scheme, to be used in an 

event that the employee is temporarily or no longer fit to work or at retirement.  

Since this scheme is mandatory for all employers, most employees benefit out of this scheme. 

 

Write a note on the object of the EPF and Miscellaneous Provisions Act, 1952. 

Object 

- The scheme of provident funds, as a social security measure, is meant to induce 

employees to save a portion from their present earnings for a rainy day. 

- The object of the EPF and Miscellaneous Provisions Act, 1952 it to provide for the 

institution of provident funds and family pension and deposit-linked insurance 

schemes for employees in factories and other establishments. 

- The acts were brought into force from November, 1952. 

- Initially the Act applied to industries engaged in the manufacture of cement, 

cigarettes, electrical, mechanical or general engineering products, iron and steel, 

paper and textiles. 

What are the salient features of EPF Act? 

 The Employees’ Provident Fund was instituted by an Act of Parliament in 1952 for 

providing the social security benefits to the work force engaged in non-government sector. 

The Employees’ Provident Funds and Miscellaneous Provisions Act, 1952 and the Schemes 

framed there under have been structured as self-applying and the employers of the 

establishments are responsible to report compliance of their own. The three schemes 

framed are given below: 
 

1. Employees‟ Provident Funds Scheme, 1952 
2. Employees‟ Deposit-Linked Insurance Scheme, 1976 (EDLI) and 
3. Employees‟ Pension Scheme, 1995 (EPS) (Earlier the Employees‟ Family Pension 

Scheme, 1971)  
 vtu

so
lut

ion
.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



The primary object of these three schemes is to provide social security and to inculcate 

amongst the workers a spirit of savings while they are gainfully employed and to make provision 

for their benefit after they retire from service and for their family members after their death. 

The Employees Provident Funds Scheme, 1952 was introduced in November 1952 to provide 

old-age and post service financial support to the workers in general employed in Industrial & 

Commercial Sector establishments. The scheme provided for provident fund system on 

contributory basis by the Employers and the Employees at equal rate. It made available to the 

employee concerned the accretions in the Provident Fund a/c with interest in lump sum on 

retirement or leaving the job. 

Contribution of Employee 

12% of the Pay  

―Pay‖ includes basic wages with dearness allowance, retaining allowance (if any), cash 

value of food concession, and also on Leave Encashment  

Basic Wages means all emoluments which are earned by an employee while on duty or on leave 

or on holidays with wages in either case in accordance with the terms of the contract of 

employment and which are paid or payable in cash to him, but does not include- 

 the cash value of any food concession; 

 any dearness allowance (that is to say, all cash payments by whatever name called paid to 

an employee on account of a rise in the cost of living), house-rent allowance, over-time 

allowance, bonus, commission or any other similar allowance payable to the employee in 

respect of his employment or of work done in such employment; 

 Any presents made by the employer 

Retaining allowance means allowance payable for the time being to an employee of any factory 

or other establishment during any period in which the establishment is not working, for retaining 

his service 

VOLUNTARY CONTRIBUTION: - 

Member shall be at liberty to make voluntary contribution 

Employer‟s Contributions 
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Equal to 12% of the Pay of employee 

Type of Advance from PF accumulations 

1. Purchase dwelling site  
2. Construction of a dwelling house 
3. Completing construction of the house 
4. Buy a dwelling house /Flat from Agency 
5. Purchasing a newly constructed/old dwelling house or flat from an individual  
6. Purchasing house/flat from a promoter  
7. Additional Loan -alterations/improvements  
8. Further housing withdrawal  
9. Repayment housing loan  
10. Withdrawal on 54 Years or within 1 year before actual retirement  
11. Closure or lockout/non-receipt of wages for a continuous period of 2 months etc.  
12. Further advance in case of closure or lock-out of establishment/ factory for more than 6 

months  
13. Advance for illness of member and his family  
14. For marriage, or post matriculation education  
15. Property damaged by a nature calamity  
16. If Members affected by cut in the supply of electricity  
17. Member physically handicapped  

Nomination 

a) An employee may be allowed to make a nomination conferring on one or more persons the 
right to receive the provident fund amount 

b) If an employee nominates more than one person, he shall, in his nomination specify the 
amount or share payable to each of the nominees. 

c) Where an employee has a family at the time of making a nomination, the nomination shall 
be in favour of one or more persons belonging to his family 

d) Any nomination made by an employee in favour of a person not belonging to his family 
shall be invalid. 

e) If at the time of making a nomination the employee has no family, the nomination may be in 
favour of any person or persons 

f) A nomination made by an employee may, at any time, be modified by filing Form no. 2 
g) Where the nomination is wholly or partly in favour of a minor, the Member may, appoint a 

major person of his Family to be the guardian of the minor nominee Provided that where 
there is no major person in the Family, the Member may, at his discretion, appoint any other 
person to be a guardian of the minor nominee. 

―Family‖ means: - 

For Provident Fund (PF): -  
(i) in the case of a male member, his wife, his children, whether married or unmarried, his 

dependent parents and his deceased son‘s widow and children; 
(ii) In the case of a female member, her husband, her children, whether married or unmarried, 

her dependent parents, her husband‘s, dependent parents, her deceased sons‘s widow and 
children; 
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For Pension Fund (EPS): 

(i) Wife in the case of male member of the Employees‘ Pension Fund; 
(ii) Husband in the case of a female member of the Employees‘ Pension fund; and 
(iii) Sons and daughters includes child legally adopted by the member below 25 years of age 
Withdrawal from the fund 

Member is entitled to withdraw full amount: - 

 On retirement from service. 
 On retirement on account of permanent and total incapacity for work due to bodily or mental 

infirmity.  
 Immediately before migration from India for permanent settlement abroad or for taking 

employment abroad 
 On termination of service in the case of mass or individual retrenchment 
 On termination of service under a voluntary scheme of retirement 
 After two months of resignation. In case of no employment  
 
What do you understand by EDLI Scheme. 

Employees‟ Deposit Linked Insurance Scheme, 1976 (EDLI) 

 

The Employees‘ Deposit Linked Insurance Scheme, 1976 provides for payment of assurance 
benefit, upon death of the member while in service; linked to the average balance in the 
provident fund account of the deceased member. The assurance benefit shall be payable to the 
person entitled to receive provident fund accumulation of the deceased member. 

Membership - All members of Provident Fund 
Contribution  

Employees are not required to contribute  
Employer is required to contribute @ 0.50% of Pensionable Salary 

 Benefits:  
On the death while in service of the member, the nominee of the deceased shall in 
addition to PF/EPS accumulation, be paid an amount equal to the average balance in the 
PF accumulation of the deceased for the preceding twelve months and if the average 
balance exceeds Rs. 35000/- then the amount payable shall be Rs. 35000/- plus 25% in 
excess of Rs. 35000/- subject to a maximum of Rs. 60, 000/- 

 

 

Write a short note on EPS. vtu
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Employees‟ Pension Scheme, 1995(EPS) 

 

Introduction: In force from 16.11.1995 retrospectively with effect from 1.4.1993 

Employees‘ Pension Scheme is a survivor, old age and disability pension scheme. 

Contribution:  

 Employee is not required to contribute separately under the Employees‘ Pension Scheme 
1995.  

 Employer share of Provident Fund Contribution @ 8.33% is diverted to Pension Fund 
 

Type of Pension: 

  

Monthly Member‘s Pension On attaining the age of 58 years 

Invalidity pension Permanent and total disablement during the 
course of employment 

Widow pension Death of member whether in service or after 
exit from employment or after retirement/ 
commencement of monthly member pension. 

Pension for life or until remarriage 

Children pension Payable to two children of deceased member 
up to the age of 25 years in addition to 
widow. 

Orphan pension  Two orphan children up to the age of 25 
years 

Nominee pension In case of unmarried members, a person 
nominated by the member will get pension 
equal to widow pension. 

  

The Scheme covers members death risk unconditionally – i.e. irrespective of whether such death 
occurs 

While in service; 
away from employment and not contributing to the fund ;or 
after retirement as a pensioner 

 

The family members shall remain entitled for pensioner support uniformly  
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Pension benefits to Member: 

 For Service below 10 years:  
 Return of contribution on exit from employment as per Table D 

 Less than 6 months – NIL 

TABLE D 

Year of service Proportion of wages at exit 

1 1.02 

2 2.05 

3 3.10 

4 4.18 

5 5.28 

6 6.40 

7 7.54 

8 8.70 

9 9.88 

 

 

 

 Service above 10 years but below 20 years 
 A person is entitled for pension after completing the age of 58 years with minimum service of 
10 years 

 Six months or more shall be treated as one year and the service of less than six months shall be 
ignored. 

 Pension will be calculated by applying the formula: 

 

Pensionable Salary x Pensionable Service 

---------------------------------------------------- 

70 

 

 

 Service over 20 years: 
 Full pension according to the formula stated above 
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 On rendering 20 years of Pensionable service or more, member‘s Pensionable service 
shall in all cases be increased by 2 years 

 

 

 Commutation of Pension 
 Option is available for commutation of Pension 
 Commutation is permissible upto 1/3rd of pension amount 
 Commuted value will be hundred times of pension amount so commuted 
 Upon commutation, the balance amount of pension payable shall be the monthly 

pension  
 

 Early Pension of Cessation of Employment 
Old age pension on account of superannuation/retirement is normally payable on 
attaining the age of 58 years. However, member can opt for taking earlier than 58 years 
on his exit from employment but under no circumstances pension will be payable before 
the age of 50 years. A member who desires to draw monthly pension from a date earlier 
than 58 years of age will be allowed to draw a monthly-reduced pension. The amount of 
pension in such a case shall be reduced at the rate of 3% for every year the age falls short 
of 58 years. 

 

 Payment of Pension Through Bank: 
The pension is disbursed though Nationalised Bank of the respective State. The 
member/pensioner are required to open an account in the Bank where pension is desired 
and indicate the option in the application in Form 10-D 

 

 Scheme Certificate 
There are occasions when a member may leave employment and or may move from a 
covered establishment to an uncovered establishment before he reaches the date of 
superannuation, he may opt for a Scheme Certificate. The certificate will indicate his 
Pensionable salary and the amount of pension due on the date of exit from employment. 
If the member is subsequently employed in a covered establishment, his Pensionable 
service in the scheme certificate will be taken into account for working out his full 
Pensionable service. 

 

 Withdrawal Benefit: 
If the member renders less than 10 years Pensionable service on the date of exit or on 
attaining the age of 58 years, whichever is earlier, he is entitled for withdrawal benefits 
as per Table ‗D‘ or he may opt for scheme certificate. 
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Discuss the benefits of Employee Pension Scheme, 1995. 

Newly introduced Employees' Pension Scheme-95 provides for following benefit package:  

1. Pension for life to the member, on superannuation/retirement and invalidation.  

2. To the members of the family upon death of the member:  

a. Pension to Widow/Widower for life or till re-marriage.  

b. To children/orphan, two at a time additionally up to 

c.  25 years of age simultaneously with widow/widower pension.  

d. Children/orphan with total and permanent disability shall be entitled to payment of 

children pension or orphan pension as the case may be irrespective of age and number of 

children in the family.  

e. Facility for payment of pension to nominee in the event of member who is unmarried or 

without any eligible family member to receive pension, and  

f. Facility for payment of pension to dependent father/mother in the event the member dies 

leaving behind no eligible family members and no nomination by such deceased member 

exists.  

3. Facility for capital return (corpus accretion) on option formula basis  

4. Commutation of pension up to 1/3rd of pension amount  

5. Scheme Certificate to retain membership of the Scheme till attaining the age of 58 years.  

Definitions  

Employee  

"Employee" as defined in Section 2(f) of the Act means any person who is employee for wages 

in any kind of work manual or otherwise, in or in connection with the work of an establishment 

and who gets wages directly or indirectly from the employer and includes any person employed 

by or through a contractor in or in connection with the work of the establishment. 
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Membership 

All the employees (including casual, part time, Daily wage contract etc.) other then an excluded 

employee are required to be enrolled as members of the fund the day, the Act comes into force in 

such establishment. 

“Basic Wages" means all emoluments which are earned by employee while on duty or on leave 

or holiday with wages in either case in accordance with the terms of the contract of employment 

and witch are paid or payable in cash, but dose not include 

a. The cash value of any food concession;  

b. Any dearness allowance (that is to say, all cash payment by whatever name called paid to 

an employee on account of a rise in the cost of living), house rent allowance, overtime 

allowance, bonus, commission or any other allowance payable to the employee in respect 

of employment or of work done in such employment.  

c. Any present made by the employer.  

Sec. 2(ff) “exempted employee” means an employee to whom a Scheme or the Insurance 

Scheme, as the case may be, would, but for the exemption granted under section 17, have 

applied; 

Sec. 2(fff) “exempted establishment” means an establishment in respect of which an exemption 

has been granted under section 17 from the operation of all or any of the provisions of any 

Scheme or the Insurance Scheme, as the case may be, whether such exemption has been granted 

to the establishment as such or to any person or class of persons employed therein; 

Sec. 2(g) “Fund” means the Provident Fund established under a Scheme; 

Sec. 2(i) “industry” means any industry specified in Schedule I, and includes any other industry 

added to the Schedule by notification under section 4;  

Sec. 2(ia) “Insurance Fund” means the Deposit-linked Insurance Scheme framed under sub-

section 2 of section 6C; 

Sec. 2(ib) “Insurance Scheme” means the Employees‘ Deposit-linked Insurance Scheme 

framed under sub-section 1 of section 6C; 
vtu

so
lut

ion
.in

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students

Vtusolution.in - Vtu Notes, question Paper, books, Internship, Final Year Projects and many exciting offers for students



Sec. 2(ic) “manufacture” or “manufacturing process” means any process for making, 

altering, repairing, ornamenting, finishing, packing, oiling, washing, cleaning, breaking up, 

demolishing or otherwise treating or adapting any article or substance with a view to its use, sale, 

transport, delivery or disposal; 

Sec. 2(j) member” means a member of the Fund; 

Sec. 2(k)“occupier of a factory” means the person, who has ultimate control over the affairs of 

the factory, and, where the said affairs are entrusted to a managing agent, such agent shall be 

deemed to be the occupier of the factory; 

Sec2(kA) “Pension Fund” means the Employees‘ Pension Fund established under sub-section 2 

of section 6A; 

Sec. 2(kB) “Pension Scheme” means the Employees‘ Pension Scheme framed under sub-section 

1 of section 6A; 

Sec. 2(ka) “prescribed” means prescribed by rules made under this Act; 

Sec. 2(kb) “Recovery Officer” means any officer of the Central Government, State  

What are the offences under the Act what is the punishment for them?: 

1. If any person, for the purpose of avoiding any payment to be made under the Act 

or the Schemes, knowingly makes any false statement or false representation, he 

would be punished with imprisonment upto one year, or with fine upto Rs. 

5000.00 or with both. 

2. If any employer makes default in payment of the employer's contribution or the 

employee's contribution payable under the Employees' Provident Funds Scheme 

or paragraph 38 of the said scheme relating to the payment of administrative 

charges, or under section 17(3)(a) of the Act relating to the payment of inspection 

charges, he would be punished with imprisonment upto three years but it shall not 

be less than one year and a fine of Rs. 10000.00 in case of default in payment of 

the employee's contribution which has been deducted by the employer from the 

employees' wages and six months and a fine of a Rs. 5000.00 in any other case. 

3. If any employer makes default in payment of the employer's contribution or the 

administrative charges payable under the Deposit Linked Insurance Scheme under 
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section 6-C or contravenes the provisions of section 17(3)(a) relating to the 

payment of inspection charges, he would be punished with imprisonment upto 1 

year, but which shall not be less than 6 months, plus fine upto Rs. 5000.00 

4. If any person contravenes or makes default in complying with any other provision 

of the Act or any condition for exemption from any scheme, he would be 

punished with imprisonment upto six months but which shall not be less than 1 

month and with fine upto Rs. 5000.00 or with both. 

5. If any person convicted of an offence under the Act or the Schemes commits it 

again, he would be punished with imprisonment upto five years but which shall 

not be less than two years, plus fine upto Rs. 25000.00 {Section 14 & 14(AA)} 

What are the benefits provided under the Scheme? 
 

The following three kinds of benefits are provided under the scheme: (1) Withdrawal benefit, 

(2) Benefit of non-refundable advances, (3) Benefit of financing of Life Insurance Policies. 

Withdrawal Benefit 

A member can withdraw the full amount standing to his credit in the Fund in the following 

circumstances immediately 

 Retirement after attaining the age of 55 years,  

 retirement due to incapacity for work,  

 migration for permanent settlement abroad,  

 mass retrenchment,  

 voluntary retirement,  

 closer of establishment,  

 transfer to an establishment not covered under the Act,  

 discharge with payment of retrenchment compensation, etc {Para 69}  

In all the order cases of leaving services he can withdraw the full amount if he remains 

unemployed after the waiting period of two months unemployment. 

Benefit of Non-refundable Advances  
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Non-refundable advances from the amount standing to the credit of a member in the Fund 

can be sanctioned for the following purposes: 

b. purchase of a house, {Para 68B} 

a. repayment of a loan, for housing, {Para 68BB} 

b. unemployment due to lock-out or temporary closure, {Para 68H} 

c. unemployment due to illness, {Para 68J} 

d. marriage of a self of of daughter, son, sister or brother, {Para 68K} 

e. education of son or daughter, {Para 68K} 

f. exceptional calamity, etc. {Para 68L} 

g. withdrawal for investment in Varishta Pension Bima Yojana. {Para 68NNN} 

Benefit of financing of Life Insurance Policies: This benefit can be available as specified in 

Paragraphs 62 to 67. {Para 62 to 67} 

 

Payment of Bonus act, 1965 

Bonus definition 

• An award in cash or its equivalent by an employer to its employee other than the regular 

wages, out of the profits earned. 

• This accomplishment is not the requirement for the contract of the employment. 

Objectives of the act 

1. To impose statutory obligation  on the employer to pay bonus 

2. To outline the principles of payment of bonus according to a prescribed formula 

3. To provide minimum and maximum bonus payment 

4. Enforcement of bonus 

Principles of bonus 

Surplus income should be deducted by the following items 
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1. Provision for depreciation  

2. Rehabilitation reserve 

3. Return of 6% on share capital 

4. Return on working capital 

5. After all these deductions , it is called as available surplus 

6. From these available surplus, a reasonable share(bonus) should be distributed to the 

employees 

7.  available surplus= surplus-deductions 

Factors for bonus 

• Supreme court endorsed a formula for bonus with following factors 

• The extent of available surplus 

• Gap between wages received and minimum wages 

• Contribution of labor to the profits of industry 

• Extent of welfare work taken by employers towards employees 

• Needs of shareholders and capital 

• Needs for industry expansion 

• Financial stability of employer 

Scope and application 

• The act extends to whole of india and it is applicable to those establishments employing 

20 or more workers employed on any day during an accounting year. 

• However it is not applicable to the non-profit making institutions like rbi,lic,educational 

institutions,  redcross society,hospitals,social welfare institutions 

Accounting year 

• The year ending on the day on which account books of the corporation are closed and 

balanced 

• The period in respect of which any   profit and loss account of the company is laid before 

its annual general meeting 

• The year commencing from 1st April 
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Wage or salary 

• Means all remuneration (other than overtime wages) capable of being expressed in 

monetary terms  which includes d.a 

• However wage does not include any allowance,commission,travelling 

concession,hra,lighting,water, medical allowance ,bonus ,gratuity 

Employee 

• Empoyee means any person employed on salary or wage ,in any industry to do any 

skilled,manual,clerical,supervisory,managerial and technical work, for hire or reward 

Employer 

• Means in relation to an establishment which is a factory ,the owner or occupier of the 

factory working as a manager under clause(f) of section 7 of the factories act 1948 

• In relation to the establishment the person who has the ultimate control over the affairs of 

the establishment like manager, managing director or managing agent 

Appropriate government 

• Central government 

• State government 

Allocable surplus 

• Some companies make an agreement under income tax act to pay the profits as dividends 

to have exemption from income tax  

• But , some companies do not make an agreement under income tax act to pay the profits 

as dividends 

• Those companies have to declare    67% profits as allocable surplus in an accounting year 

• Computation of gross  profits 

• A banking company shall calculate as per the manner of the first schedule 

• Other companies  shall calculate as per the manner of the second schedule 
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Eligibility for bonus 

• Every employee is eligible to receive bonus provided he has worked in the company for 

not less than 30 days 

• An employee is not eligible for bonus if his services are terminated on account of fraud, 

violent behavior ,theft or misappropriation of any property of the establishment 

Payment of minimum and maximum bonus 

• Minimum payment of bonus should not be less than 8.33% of the wages. 

• However 20% of wages can be the  maximum bonus  

Set on /set off adjustment for bonus  

• Set on : in any accounting year, if allocable surplus exceeds maximum bonus, the amount 

shall be carried for being set on in the next accounting year and soon upto 4th accounting 

year for the purpose of payment of bonus 

• Set off : in any accounting year, if there is no allocable surplus and falls short of 

minimum bonus, the amount shall be carried for being set off in the next accounting year 

upto 4th accounting year 

Salary/wages limit for bonus 

• If an employee receives a salary of more than rs 3500/- per month, 

• Bonus shall be calculated to the maximum of 8.33 % rs 3500/- per month 

Bonus for new establishments 

• For the first 5 years , no adjustment of bonus with set on/set off amount, bonus shall be 

paid as per the profit of the respective accounting year 

• In the 6th and 7th year, bonus shall be calculated for set on / set off adjustment taking the 

account of 3 years of 5th, 6th and 7th year 

• From 8 th year onwards , adjustment for set on / set off will be made as per the act 

Award  
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• Means any interim or final determination(judgment)of any industrial dispute relating to a 

labor court or industrial tribunal or national tribunal under the industrial disputes act 1947 

Time limit for payment of bonus 

• Bonus is required to be paid to an employee within a period of eight months from the 

close of the accounting year 

Deductions from bonus 

• Employer is authorized to deduct the proportionate amount of financial losses incurred by 

an employee from the bonus 

Reference of dispute under act 

• The dispute between employer and employee with respect to bonus shall be deemed to be 

the industrial dispute within the purview of industrial dispute act 

• A dispute of an individual workman wrt bonus cannot be considered as industrial dispute. 

However he can refer the dispute to the labour court 

Penalty for offences 

• If any person fails to comply with the provisions of the act, he is punishable with 

imprisonment for  a term which may extend to six months or with fine or both 

Maintenance of records 

• It is statutory obligation on the part of employer to maintain register in the prescribed 

forms showing computation of the allocable surplus and the disbursement of the bonus to 

the employees and other accounts as prescribed under the act. Any employer who 

contravenes the act shall be liable for punishment 

Employees Compensation Act 2013 

Compensation Act which was earlier known as Workmen Compensation Act which supports 
employee and its dependents in case of mis-happening with employee during course of 
employment.  As per this act Employer is liable to compensate in case of death or major/ minor 
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injuries to an employee and his dependents. 
 
 

How to calculate compensation in case of mis happening? 
 
IN CASE OF DEATH 
 
50% of the monthly wages X Relevant Factor OR Rs 120,000/- whichever is more.  Also Rs 
2500 for funeral expenses. 
 
IN CASE OF TOTAL PERMANENT DISABILITY  
 
60% of the monthly wages X Relevant Factor or Rs 1,40,000/- whichever is more. 
 
IN CASE OF PARTIAL PERMANENT DISABILITY 
 
Such percentage of the compensation payable in case of 
TOTAL PERMANENT DISABILITY above as is the percentage of the loss in earning 
capacity. 
 
IN CASE OF TEMPORARY DISABILITY 
 
A half monthly installment equal to 25% of the monthly wages, for the period of disablement or 
5 years whichever is shorter 
 
Note: 
 

 Relevant Factor for the calculation of the amount of compensation has been mentioned in 
Schedule IV of the act. 

 In case where wage of an employee less than minimum wage of the state, minimum wage 
should be considered for the purpose of calculation of compensation. 

 Maximum of Rs 8000/- can be considered as wages for the purpose of calculation of 
compensation wherever wages of employee is more than Rs 8000 

 Monthly wages is the average of last 12 months wages. 
  

 
Examples 1 : An employee whose age is 25 years and monthly wage is Rs 3,000/- died in an 
accident during work. 
 
Calculation: 
 
As the age of the employee is 25 years hence the relevant factor as per Schedule IV is 216.91 
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In case of death we take 50% of monthly wages i.e. Rs 1,500/- in this case 
Hence total compensation under the act will be Rs 3,25,365/- which will be paid as lump- sum 
amount 
Also employee family will be paid Rs 2,500/- for funeral expense 
 
 
 
 
 
 
 
Examples 2: An employee whose age is 25 years and monthly wage is Rs 3,000/- incurred and 
get total permanent disability. 
 
 
Calculation: 

 

As the age of the employee is 25 years hence the relevant factor as per Schedule IV is 216.91 
In case of death we take 60% of monthly wages i.e. Rs 1,800/- in this case 
Hence total compensation under the act will be Rs 3,90,438/- which will be paid as lump- sum 
amount 
 
 

What does Accident means? 
 
Any accident with employee while working will definitely fall under the definition of Accident 
under the act but there are some occasions which are doubtful hence below are some cases and 
verdicts by authority, sharing with you, which will help you to understand what does accident 
means under the act. 
Supreme Court in one of its verdict mentioned that there must be a causal connection between 
the injury and the accident AND the accident and the work done in the course of employment for 
entitlement of compensation under the act. 
 
Below are considered as accident and compensation is applicable: 
 
 

 Employee falling in well while going to attend a call of the nature while on duty and died 
 Driver killed by co driver while taking company truck from one place to another 
 Employee got chest pain and died while on duty 
 Employee got died or permanent total disability while operating someone else machine. 
 Accident of driver while vehicle was not moving 
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Reasons for the act formulation 

 With industrialization and mechanization, accidents became more frequent and injury to 
life and limbs became very common 

 Protests were carried out relatedly 
 Legislation was enacted to protect workers based on the lines of British legislation 

Scope of the act 

 It applies to factories, mines, plantations, agriculture, transport 
 It does not apply to armed forces 
 Persons employed in clerical jobs are generally excluded 

Definitions 

Partial disablement: disablement is of temporary nature, which reduces the earning capacity 

Total disablement: incapacitates a person for all work otherwise which he is capable of 
performing 

Dependent: a widow, minor legitimate son, widower, parent, minor brother or sister, a widowed 
daughter-in-law,a minor child of deceased son /daughter 

 

Employer‟s liability for compensation 

Employer is liable to pay compensation if the accident is caused out of and in the course of 
employment 

However if the accident has happened due to following reasons, employer is not liable to pay 
compensation 

 Worker under the influence of drugs 
 Disobedience of the worker to follow safety rules 
 Disobedience of the worker to use safety devices 
 Accidents arising ‗out of  the course of ‗employment 
 When a workman is working under the orders of his employer, meets with an accident 
 The time before starting a work on machine, and the time after the work on a machine 

(closing time) 
 Period of traveling to and from work are not included except when an employee uses a 

vehicle with employer‘s permission 

Arising „out of‟ employment- The nature of work, conditions, obligations of employer 
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 Dangerous machines 
 Chemicals 
 X-rays 
 Lack of safety devices 
 Absence of fire extinguisher 
 Poor lift/escalator 

Cases excluded for compensation 

 Worker does different work 
 Personal work 
 Rashness, carelessness 
 Common dangers like lightning, frost bite which is not part of work 
 Epilepsy (fits) 
 Drunken condition 
 In place where his presence is not required 
 Assaulted worker (assaulted outside the factory) 
 Willful disobedience to an order regarding safety measures 

Occupational diseases 

I group: disease because of accidents 

II group: disease because of accidents after working for more than 6 months in an industry 

III group: disease because of accidents after working for 2 or more employers, for a specified 
period, all employers are liable to pay compensation, which requires proof by a doctor 

 

Provisions 

 Funeral expenses 
 Review of half-monthly payments 
 Compensation to be paid in time 
 Distribution of compensation (by compensation commissioner or employer) 
 Medical examination 
 Compensation in certain cases 
 Claims before a commissioner 

Funeral expenses 

 If the injury to an employee results in death, the employer is required to pay certain sum 
to the eldest surviving dependent of the worker 
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 If the worker has no family, the sum is paid to the person who incurred the expenditure 

Review and commutation of half monthly payments 

 Compensation commissioner may review the application for payment accompanied by a 
doctors certificate, if there is any change in his condition 

 Accordingly the payment may be continued, increased, decreased or ended depending on 
the nature of the case 

Compensation should be paid in time 

 The employer is required to pay compensation as soon as it falls due  
 When employer defaults in payment after one month, commissioner may direct the 

employer to pay 12% interest or interest rate of any scheduled bank 

Compensation in certain cases 

 In case of a worker with fatal injury/death, the compensation is to be paid through the 
compensation commissioner and not directly from the employer from the amount 
deposited by the employer 

 However, employer may also can pay the amount in advance, but later on it will be 
deducted  from the total compensation amount  

 This amount should not exceed 3 months wages  

Medical examination 

 A worker who has given a notice of accident, to his employer is required to undergo 
medical examination by an authorized doctor within three days of giving notice 

 Medical examination is to be free of charge 
 A worker claiming half monthly payment is supposed to undergo medical examination 

regularly 
 A worker refusing for medical checkup need not be paid the compensation till he agrees 

for the checkup 

Claims before a commissioner 

 A claim for compensation before a commissioner is maintainable only when a notice of 
accident has been given to the employer as soon as it has occurred  

 The claim is preferred within 2 years of accident, death 
 Employers are required to keep a record of accidents , death 
 In case of occupational disease, the date of claim  starts from the day of his absence due 

to his disablement 

Other provisions 
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 Contract worker 
 Insolvency of employer 
 Commissioner rights 
 Appearance of parties before commissioner 
 Registration of agreements 
 Reports and statements regarding fatal accidents 

Contract worker or stranger 

Principal employer is liable to pay compensation in case of an injury sustained by a worker 
employed under his contractor 

Insolvency of employer 

 When an employer is winding up a company, or has entered into a contract with an insurer, the 
rights, remedies and liabilities are transferred to the insurer  

 A worker can claim for the compensation for balance amount of compensation, if the 
insurer‘s liability is less than the employer‘s liability 

 A worker is required to give a notice to the insurer for claims 

Commissioner rights 

 A commissioner is appointed  by the government in a prescribed area for matters related 
with compensation 

 He may have the support of one or more specialized persons 
 A commissioner is empowered to decide the matters related with compensation with all 

the powers of a civil court 
 A civil court do not have jurisdiction to question the decision of a commissioner 

Appearance of the parties 

 A party can appear before a commissioner with the help of a lawyer, insurance officer, 
inspector under factories act or a government officer 

 The commissioner may also permit any other person to appear on behalf of a party 

Registration of agreements 

In case of an agreement between 2 parties wrt compensation, this agreement has to be registered 
with the commissioner 

Commissioner has rights to refuse the agreement if it is fraud 

In that case an employer is required to pay the compensation as per the act 

Reports and statements regarding fatal accidents 
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 An employer is required to submit the statement of fatal accident to the commissioner 
with the details of accident 

 If the employer accepts his liability, the compensation amount is deposited with the 
commissioner within 30 days of notice  

 If the employer do not accept his liability, the commissioner may inform the dependants 
to claim the compensation 

 Appeal against the commissioner is permitted in high court 

Penalties 

 Failure to maintain the notice, report of accident, compensation file is punishable with a 
fine. 

 Delay in compensation payment results a fine of 50% of compensation 
 A court can take cognizance of offence if complaint is made within 6 months of offence 
 Power to make rules: state government is empowered to make rules 
 Compensation where ESI act is in force: the injured workmen are not eligible for 

compensation act 
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