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PART I: BACKGROUND 

 

In a fast growing dynamic world especially in the developing countries, the labourers are often under the 

risk of getting exploited in different ways. India has 1.25 billion people and is emerging as one of major fast 

growing economies in the world. At present, India is at the cross road towards bringing the economy back into 

high growth trajectory. It has about 44 labour laws, enacted by the central government but largely implemented 

by the state governments.
i
 There are also about 160 State level labour laws.

ii
 While initiating the labour laws 

reforms, the both the central as well as state governments have to take a multipronged approach to protect the 

interests and livelihoods of different segments of labourers in the country. 

 

According to a recent ILO report (2014), the percentage of persons engaged in informal employment 

(non-agricultural) in India is 83.5%.
iii

 Even in the organised sector, 84.9% of all new jobs created between 

2009-10 and 2011-12 have been contractual and, therefore, beyond the purview of labour legislation. In fact, the 

proportion of informal workers in the formal sector has also risen over time, from 42% of total formal sector 

employment in 1999-2000 to 51% in 2009-2010.
iv

  

 

The increase in contractual or in-formalizing of employment is a growing major concern in the country. 

As a consequence, the space for collective bargaining of wages and other employment and social security 

benefits has been shrinking. The recent report, India Labour and Employment Report (2014) by the Institute of 

Human Development reveal’s several plights and pertinent points on Indian labour
v
: 

 

 Out of total workforce, over half of the workers are self-employed, largely with a poor asset-base, 

and around 30% of labourers are casual labourers seeking employment on a daily basis. About 18% of 

those employed are regular workers, and amongst them less than 8% have regular, full-time employment 

with social protection.  

 The informal sector labouers levels of education and vocational skills are extremely low. Less than 

30% of the workforce has completed secondary education or higher, and less than one-tenth have had 

vocational training, either formal or informal. 

 Disadvantaged social groups such as Scheduled Castes (SCs), Scheduled Tribes (STs), and large 

sections of the Other Backward Classes (OBCs) are mostly concentrated in low-productivity sectors 

such as agriculture and construction and in low paying jobs as casual labourers and Muslims are 

concentrated in petty so-called low productive self-employment. 

 Women in general are disadvantaged in the labour market. In addition to their low share in overall 

employment, greater proportions of them are engaged in low-productivity, low-income, insecure jobs in 

farms, and in the unorganized and informal sectors as compared to men. 

 Labour market inequalities are large and disparities and inequalities have generally increased. The 

most striking is the disparity between the regular/casual and organized/unorganized sector workers: the 

average daily earnings of a casual worker stood at Rs.138 in rural areas and Rs.173 in urban areas in 

2011-12, and that of a regular worker at Rs. 298 in rural areas and Rs.445 in urban areas, while that of a 

central public sector enterprise employee was Rs.2,005 per day. And, of course, the public sector 

employee has many other benefits as well as a secure job. Thus, a rural casual worker earned less than 

7% of the salary of a public-sector employee. 
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PART.II: NDA GOVERNMENT INITIATIVES 
 

The BJP led NDA government has been initiating a serious of measures towards a more business 

friendly regime. The union Labour Ministry has already notified for more flexible working system for oil rig 

workers in early July, 2014. Recently, the Union Cabinet approved a set of proposals for amendments to the 

labour laws such as (1) Factories’ Act, 1948, (2) the Apprenticeship Act, 1961 and (3) the Labour Laws 

(Exemption from Furnishing Returns and Maintaining Registers by Certain Establishments) Act, 1988.
vi

 The 

major proposed amendments are: 
 

 Under the Factories Act, around 54 amendments are proposed including increasing the limit of 

overtime for workers from 50 hours per quarter to 100 hours per quarter, improving safety of workers 

and lifting relaxations on night shifts by women in factories. The proposed amendments are also aim to 

prohibit pregnant women and persons with disabilities from being assigned to machinery-in-motion and 

reducing the eligibility for entitlement of annual leave-with-wages to 90 days from the present 240 days. 

 Under the Apprenticeship Act, the amendments are aimed to include more new courses/trades like IT-

enabled services, etc. allowing more employers to participate in training and employment of such 

workers. Contractual workers, daily workers, agency workers and casual workers to come under this 

Act. The main proposals are: 
 

a) In place of strict regulation of seats for every trade, a band of 2.5% to 10% at establishment level 

to provide flexibility to industry. 

b) Industry will also be allowed to undertake new courses (other than designated trades) which are 

demand based. 

c) Non-engineering graduates and diplomas have been included. 

d) The regime for penalties and inspection will be reasonable and exception based for reducing 

harassment. 

e) Compliance will be made portal based through ICT. 

f) Establishments operating in four or more States will be taken into the fold of Central authorities 

for easy interface. 

g) Small industries are being permitted to aggregate apprentices through approved third parties, and 

also to outsource basic training.
vii

 
 

 Under the Labour Laws (Exemption from Furnishing Returns and Maintaining Registers by Certain 

Establishments) Act, the proposals are aimed to exempt firms employing up to 40 workers from 

complying with labour law regulations. These firms will now also be allowed to file a combined 

compliance report for 16 labour laws, an increase from the current 9.  
 

 On 7
th

 August, 2014, the NDA government had introduced two labour law bills in Parliament in the Lok 

Sabha. The two Bills are The Factories (Amendment) Bill, 2014 and The Apprentices (Amendment) 

Bill, 2014.
viii

  

 

 Though the Rajasthan government has moved proposals for amendments in the Industrial Disputes Act, 

1947 but the NDA government at centre has not announced yet anything on that. However, the union 

Labour and Employment ministry is being actively consulting various agencies for suitable amendments 

to the Act. 
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PART.III: STATE GOVERNMENTS INITIATIVES 
 

Recently, both the Rajasthan and the Haryana governments have initiated amendments proposals to 

bring changes to the key labour laws. 

 

(1) Rajasthan 

 

Under the Indian constitution, the subject of labour is under the Concurrent List wherein both the union 

and the state governments have power to make new laws and policies. The Rajasthan government aims to 

reform labour laws by taking advantage of Article 254 (2) of the Constitution, which allows states to enact laws 

on concurrent list subjects that do not conform to Central legislation as long as the president assents to such 

laws.
ix

 Thus, the Rajasthan government has already initiated a serious of actions to bring out amendments to the 

labour laws. The state has proposed amendments in four labour laws such as the Industrial Disputes Act, 

Contract Labour Act, the Factories Act and the Apprenticeship Act.
x
 Towards end of July, 2014, the legislative 

Assembly of Rajasthan had passed all amendments bills amending important labour laws.  

 

The following are the key changes proposed under the four labour laws: 

 

 Under the Industrial Disputes Act, 1947, government permission will not be required for retrenchment 

of up to 300 workers. The Act, as it stands now, allows retrenchment of up to only 100 workers. The 

Rajasthan Cabinet has also introduced a three-year time limit for raising disputes and increased the 

percentage of workers needed for registration as a representative union from 15% to 30%.  

 Under the Contract Labour Act, 1970, the amendments raise the applicability of the Act to companies 

with more than 50 workers from the current 20.  

 Under the Factories Act, 1948 currently applicable to premises with more than 10 workers with power 

and 20 without power, the amendments raise these numbers to 20 and 40, respectively. 

 Amendments to the Apprenticeship Act, 1961 are proposed for a third-party training provider, along 

with easing the rules to add more trades/courses. Through the amendments the state aims to address the 

issue of skill development for labour force for enhancing their employability. 

 

(2) Haryana 

 

Recently, the Labour Minister of Haryana government had said that the state government proposes to 

bring amendments to the key labours laws such as the Industrial Disputes Act, the Factories Act and the 

Contract Labour Act, to bring them in sync with contemporary trends.
xi

 
 

The fact is that the Industrial Disputes Act applies to industries (with 100 or more employees), not to the 

service sector.  
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PART.IV: MAJOR CONCERNS 

 
International Labour Organisation (ILO) 

 

 The International Labour Organization's (ILO) decent work team for South Asia and country office for 

India raised concerns on the proposed labour laws reforms move by the NDA government. The ILO 

India officials have said that bringing labour law reforms in haste is not a good idea
xii

. According to ILO 

the main issue is that the changes in labour laws should be done after holding extensive tripartite 

consultations. 

 On Rajasthan Assembly passing four labour laws amendment Bills recently, the ILO India officials have 

said that "Rushing through such things is a bad idea. It can lead to labour unrest. Investment is a short-

sighted way of approaching such reforms." Further, the ILO officials said that "It is true that the labour 

laws are outdated, but the industries do not comply with the existing norms (either). They should comply 

before demanding labour law restructuring".  

 The Bharatiya Mazdoor Sangh (BMS), affiliated to the RSS said “we oppose this move by the Rajasthan 

government taken without any consent. Further the BMS said that "We had said that we are for review 

of labour laws, not reforms. This is reflected in BJP's manifesto. What the Rajasthan government 

proposes is reform and we will oppose it".
xiii

 

 

Subject Experts 

 

Prof.Sharit Bhowmik, ICSSR National Fellow at the School of Management and Labour Studies in 

TISS, said that in 1996-97 when the Shiv Sena-BJP government in Maharashtra had proposed to raise the 

retrenchment limit in its Industrial Disputes Act, “we found about 78 per cent of the factories in the state would 

fall out of the ambit of the law. Now, the number would be much larger,” he said.
xiv

 

 

As pointed out by Prof Pranab Bardhan “it is not clear that the rigid law on retrenchment is always the 

binding constraint on manufacturing expansion. Take the highly labour-intensive garments industry, for 

example.” He further point out the following important points
xv

: 

 

 A combined dataset (for formal-sector firms from the Annual Survey of Industries and informal-sector 

firms from the National Sample Survey) shows that about 92% of garment firms in India have less than 

8 employees (the bunching of firms is around the 8-employee size, not the below-100-employee size, as 

one would have expected). Labour law cannot discourage an 8 employee firm from expanding to an 80-

employee firm since Chapter VB of the Industrial Disputes Act does not kick in until the firm reaches 

the size of 100 employees. 

 Rajasthan is not the first state to relax Chapter VB. Gujarat relaxed it for special economic zones in 

2004, Andhra Pradesh did so in 2006. Uttar Pradesh’s 1983 relaxation, which remained in force for 20 

years, applied to the whole state — it raised the exemption limit to what Rajasthan is proposing now.  

 According to an estimate based on Annual Survey of Industries data…about half of the workers in 

factories with more than 5,000 workers were employed through contractors. In factories employing 

between 100 and 5,000 workers, more than a quarter were contract workers. Similarly, an estimate from 

National Sample Survey data suggests that in 2011-12, about 80% of workers in organised 

http://www.business-standard.com/search?type=news&q=Bjp
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manufacturing either had no written job contracts or the contract was for less than one year. All this has 

clearly given employers a great deal of flexibility. If Indian labour laws were really that stringent in 

practice, how is it that during the downturn around 2008, nearly one million workers quickly lost their 

jobs in labour-intensive export sectors? 

 

Political Parties/Trade Unions 

 

 Trade unions are opposing the proposed labour law reforms by the NDA government. The Communist 

Party of India (Marxist)-supporting Centre of Indian Trade Unions stated that “The working people 

through the country are going to face a severe onslaught on their rights and livelihood in the days to 

come from the corporate-servile polity in power at the Centre. Already, such a move is reported to be 

afoot in respect of a number of labour laws,” 
xvi

 Shri.Tapan Sen, a Communist Party of India (Marxist) 

parliamentarian, said the government is “only playing to the gallery of corporate houses”
xvii

 

 Similarly, the CITU general secretary Shri. Tapan Sen said that proposed amendments to the labour laws 

drawing flak from trade unions and the proposed labour law reforms as "undemocratic 

unilateralism".  Sen wrote to Union Labour Minister that, "Unfortunately despite your assurance for 

prior consultations with trade unions, unilateral moves are being taken by the government in the matter 

of amendment of labour laws and we convey our emphatic protest against such unilateralism, which also 

seriously undermine the basic principle of bipartism as well as tripartism."
xviii

 

 

PART.V: INDUSTRY 

 

For a very long time Indian industry has been complaining about the rigidness of labour laws in the 

country. Given the changes in the world economy and particularly in countries like China, the concerns of 

industry are quite understandable but by and large they tend to overlook the workers safety and security issues 

and fail to understand the magnitude in which the growing trend of informalisaiton of jobs in the country in 

recent years even in the organized sector. 

 

According to a recent report on Labour Market Efficiency by Morgan Stanley reveals that India rank 

99
th

 among 148 countries. While China ranks 34, Japan and USA rank 23 and 4 respectively. The report also 

points out that India's labour provisions meant to safeguard worker interests are applicable only to 16% of total 

workforce. Instead the regulations within it have been stifling job growth in the manufacturing sector. The 

manufacturing sector accounts for only 12.9% of GDP in India (2013) versus 31.8% in China (as of 2011), 

23.7% in Indonesia, 20.5% in the Philippines, and 14.8% in Brazil. The tight labour laws have resulted in lack 

of foreign investment in manufacturing capacity. India’s market share in manufactured exports stands at a 

miniscule 1.6% (against China's 17.5%). Its share in global manufacturing employment is only 5.8% (versus 

China's 34%).
xix

  

 

The report also category-wise analysis and point out that there are multiple laws governing a single area: 

there are 19 laws governing conditions of work and industrial relations, 14 laws on social security and labour 

welfare. Due these cumbersome labour law structure is that the organized sector has remained small, accounting 

for only 16% of the total employment. The bulk of labour force is employed in the unorganized sectors.
xx
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