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Objectives 

After reading this unit, you should be able to: 
appreciate the need to regulate the working conditions of contract labour and 
abolish the system of contract labour in certain circumstances 

• 

• 

• 
• 
• 

develop an understanding of the concept of contract labour, contractor, principal 
employer and workman 
to know about the constitutional prohibition 
to understand the regulation provided under the Act 
to appreciate the role of judiciary to protect the interest of contract labour. 

Structure 

11.1 Introduction 
11.2 Constitutional Prohibition 
11.3 Concepts and Definitions 
11.4 Object of the Act 
11.5 Scope and Application of the Act 
11.6 Registration of Establishment Employing Contract Labour  

11.6.1 Revocation of Registration 
11.6.2 Effect of Non-registration 

11.7 Licencing 

11.7.1 Licencing of Contractors 
11.7.2 Grant of Licence 
11.7.3 Revocation, Suspension and Amendment of Licence  
11.7.4 Appeal in cases of registration and licence 

11.8 Prohibition of Employment of Contract Labour  
11.9 Advisory Boards 
11.10 Obligation to Provide Certain Amenities to Workers 
11.11 Obligations of Principal Employers Regarding Payment of Wages 
11.12 Prohibition Regarding Employment of Female Workers during Certain Hours 
11.13 Duty to Maintain Prescribed Registers and Records  
11.14 Power to Remove Difficulties 
11.15 Enforcement 

11.15.1 Penalty 
11.15.2 Inspectors 
11.15.3 Exemption  

11.16 Self-Assessment Test 

11.1 INTRODUCTION 

Contract labour is one of the most exploited sections of human labour. A good 
number of contract labourers are employed in selected industries. Occupations in 
which they are employed vary from that of purely unskilled employment such as 
loader, cleaner sweeper and Khalasi to that of skilled employment such as polisher, 
turner, gas cutter and rivetter in oil distribution, and driller, blaster, blacksmith, 
carpenter and fitter. Apart from these, there are certain regular processes such as 
nickel polishing and electroplating in engineering establishments, dyeing, bleaching 63 

 



 

Law on Working and printing in some units in textiles and designing and raising work in almost all 
carpet manufacturing units where contract labour is common. 
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For several years contract labour has been paid low wages, employed for longer 
hours of work and on sub-contract basis, placed in unhealthy working conditions and 
denied benefits and facilities equal to their counterparts who are employed under 
regular employment. Further, there is no security of tenure. Instances are not lacking 
where contract labour has been victimised. Moreover, contract labourers are 
generally not entitled to other benefits and amenities such as provident fund, gratuity, 
bonus, privilege leave, medical facilities, subsidised food and housing to which the 
regular workman of the company are entitled. Thus, there is wide disparity in 
emoluments and working, conditions between contract labour and direct labour and 
he is not treated at par with direct labour. Even in cases where the work was of a 
permanent nature, contract system was introduced to deny the workman's rights and 
benefits, which the industry gave to its directly recruited workers. 

Several factors may be accounted for the continuance and growth of contract labour 
system. First, contract labour was unorganised and unable to look after its own 
interest. Second, persons who could spare time in their own houses but could not 
move out for employment got jobs and were able to supplement their income from 
different sources. They were in a position to work as and when leisure was available 
and unlike factory workers there was no rigor, of attending the factory or the 
establishment at stated time and for stated period. Third, the advantages to the 
employer in employing contract labour are: 

i) Production at lower cost; 

ii) Engaging labour without giving them fringe benefits such as leave wages, 
benefits under the Employees' State Insurance Act or provident fund 
contribution and among others bonus; 

iii) General reduction of the overhead cost and the administrative burden of 
maintaining an establishment; and 

iv) The sheer economics of farming out contracts for manufacture of certain 
components rather than investing capital and installing plants for their 
manufacture. 

Things have undergone a change since some time. During the post-Independence 
period, several statutory and non-statutory measures have been adopted to regulate 
and improve the conditions of contract labour. The problem of contract labour has 
often figured as a matter of dispute before tribunals and courts, which have taken 
pragmatic consideration into account in matters like regulation of contract labour. In 
certain cases contract labour has been abolished. The Contract Labour (Regulation 
and Abolition) Act, has not only endorsed the judicial thinking but have taken 
effective measures to regulate the employment of contract labour. 

11.2 CONSTITUTIONAL PROHIBITION 

Article 21 of the. constitution lays down that no person shall be deprived of his life 
and personal liberty except according to the procedure established by law. 

In People' Union for Democratic Rights v. Union of India, ((1982)2 LL.J 454) the 
Supreme Court had to decide, inter cilia, whether the violation of the provision's of 
the Contract Labour (Regulation and Abolition) Act, 1970 are also violation of 
Article 21 of the Constitution. The Supreme Court answered the question in the 
affirmative and observed: 

Now the rights and benefits conferred on the workman employed by a contractor 
under the provisions of the Contract Labour (Regulation and Abolition) Act, 1970 
and the Inter-State Migrant Workman (Regulation of Employment and Conditions of 
Service) Act, 1979 are clearly intended to ensure basic human dignity to the 

 



 

Contract Labour workman are deprived or any or these rights and benefits to which they are entitled 
under the provisions of these two pieces of social welfare legislation, that would 
clearly be a violation of Article 21 (of the Constitution) by the Union of India, the 
Delhi Administration and the Delhi Development Authority which, as principal 
employers, are made statutorily responsible for securing such rights and benefits to 
the workman. 
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In Bandhua Mukti Morcha v. Union of India, AIR 1984 SC. 802 the Supreme Court 
once again deprecated callousness of the Central Government as well as the State 
Government of Haryana to enforce the provisions of this Act. The Court accordingly 
issued necessary directions for immediate relief of the poor and unfortunate 
workmen. 

11.3 CONCEPTS AND DEFINITIONS 

i) Contract Labour 

Under Section 2(2)(b) of the Contract Labour (Regulati6n an Abolition) Act, 1970, `a 
workman shall be deemed to be employed as "contract labour" in or in connection 
with the work of an establishment when he is hired in or in connection with such 
work by or through a contractor, with or without the knowledge of the principal 
employer'. 

Broadly speaking, therefore, contract labour are persons Q employed or engaged; (ii) 
in or in connection with the work, of any establishment or manufacturing process; 
(iii) through contractor. If these conditions are satisfied, it is immaterial whether the 
workman was employed with or without the consent of the principal employer. 

ii) Contractor 

Section 2(c) defines "contractor" in relation to establishment to mean: 

“a- person who undertakes to produce a given result for the establishment, other than-
a mere supply of goods or articles of manufacture to such establishment, through 
contract labour or who supplies contract labour for any work of the establishment and 
includes a sub-contractor. (i) any office or department of the Government or (ii) any 
place where any industry,, trade, business, manufacture or occupation is carried on". 

iii) Principal Employer 

Section 2(g) defines "principal employer" to mean 

i) in relation to any office or department of the Government or a local authority, 
the head of that office or department or such other officer as the government or 
the local authority, as the case may be, may specify in this behalf, 

ii) in a factory, the owner or occupier of the factory and where a person .has been 
named as the manager of the factory under the Factories Act, 1948, the person 
so named, 

iii) in a mine, the owner or agent of the mine and where a person has been named as 
the manager of the mine, the person so named, 

iv) in any other establishment, any person responsible for the supervision and 
control of the establishment. 

iv) Workmen 

Section 2 (i) defines `workmen' to mean: 

any person employed in or in connection with the work of any establishment to do 
any skilled, semi-skilled or un-skilled manual, supervisory, technical or clerical work 
for hire or reward, whether the terms of employment be express or implied but does 
not include any such person. (a) who is employed mainly in a managerial or 

 



 

Law on Working administrative capacity; or (b) who, being employed in a supervisory capacity draws 
wages exceeding five hundred rupees per mensem or exercises, either by the nature 
of the duties attached to the office or by reason of the powers vested in him, functions 
mainly of a managerial nature; or (c) who is an out-worker, that is to say, a person to 
whom any articles or materials are given out by or on behalf of the principal 
employer to be made up, cleaned, washed, altered, ornamented, finished, repaired, 
adapted or otherwise processed for sale for the purposes of the trade or business of 
the principal employer and the process is to be carried out either in the home of the 
out-worker or in some other premises, not being premises under the control and 
management, of the principal employer. 
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11.4 OBJECTIVE OF THE ACT 

The objective of the Act is to regulate the employment of contract labour in certain 
establishments and to provide for its abolition in certain circumstances. 

11.5 SCOPE AND APPLICATION OF THE ACT 

As the title itself indicates, the Act does not provide for the total abolition of contract 
labour, but only for its abolition in certain circumstances, and for the regulation of 
the employment of contract labour in certain establishments. Apart from abolishing 
contract labour in certain cases, the Contract Labour (Regulation and Abolition) Act 
also regulates the working conditions of contract labourers. 

The Act applies to (a) every establishment wherein 20 or more workmen are 
employed or were employed on any day in preceding 12 months as contract labour 
[Section 1(4) (a)] and (b) every contractor who employs or employed 20 or more 
workmen or any day of the preceding 12 months. [Section 1(4)(6)]. Under the Act the 
appropriate Government is. empowered to extend the application of the Act to any 
establishment or contractor employing less than 20 workmen after giving two 
month's notice. [Proviso to Section 1(4)]. The Act is, however, not applicable to 
establishments of intermittent or casual nature. [Section 1(5)], The Act is also 
applicable where the dispute relates to service conditions of the workman engaged in 
the factory canteen maintained by the company. 

11.6 REGISTRATION OF ESTABLISHMENT 
EMPLOYING CONTRACT LABOUR 

The Act empowers the appropriate Governments to appoint registering officers with 
whom every principal employer, or an establishment to which this Act applies, has 
registered the establishment in the prescribed manner. 

Under Section (7) every principal employer of an establishment to which this Act 
applies shall, within the prescribed period, make an application to the registering 
officer in the prescribed manner for registration of the establishment. However, the 
registering officer may entertain any such application for registration after the expiry 
of the period fixed in this behalf, if he is satisfied that the applicant was prevented by 
sufficient cause from making the application in time. If the application for 
registration is complete in all respects, the registering officer shall register the 
establishment and issue to the principal employer of the establishment a certificate of 
registration containing the prescribed particulars. 

11.6.1 Revocation of Registration 

Where the registration of any establishment has been obtained by misrepresentation 
or suppression of any material fact, or that for any other reason the registration has 
become useless or ineffective and, therefore, requires to be revoked the registering 
officer may, after giving an opportunity to the principal employer of the 
establishment to be heard and with the previous approval of the appropriate 
Government, revoke the registration. 
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a) 

b) 

11.6.2 Effect of non-registration 

Section 9 spells out the effect of non-registration. It provides that no principal employer 
of an establishment, to which his Act applies, can employ contract labour if:  

he has not obtained the certificate of registration; or 

a certificate has been revoked after being issued. 

11.7 LICENCING 

Section 11 authorises the appropriate Government to 

i) appoint such persons, being Gazetted Officers of Government, as it thinks fit, to 
be licencing officers for the purposes of this Chapter; and 

ii) define the limits, within which a licensing officer shall exercises the power 
conferred on licencing officers by or under this Act. 

11.7.1 Licencing of Contractors 

Section 12 provides that no contractor shall undertake or execute any work through 
contract labour except under and in accordance with a licence issued in that behalf by 
the licensing officer. 

The Licence may contain such conditions including, in particular, conditions as to 
hours of work, fixation of wages and other essential amenities in respect of contract 
labour as the appropriate Government ,may deem fit to impose in accordance with 
the rules, framed under the Act. 

11.7.2 Grant of Licence 

Under-Section 13, every application for the grant of a licence shall be made in the 
prescribed form and shall contain particulars regarding the location of the 
establishment, the nature of process, operation or work for which contract labour is to 
be employed and such other particulars as may be prescribed. 

11.7.3 Revocation, Suspension and Amendment of Licence 

Under Section 14, if the licencing officer is satisfied, either on a reference made to 
him in this behalf or otherwise, that 

a licence granted has been obtained by misrepresentation or suppression of any 
material fact, or the holder of a licence has, without reasonable cause, failed to 
comply with the conditions subject to which the license has been granted or has 
contravened any provisions of this Act or rules made thereunder, then, without 
prejudice to any other penalty to which the holder of the licence may be liable under 
this Act, the licencing officer may, after giving the holder of the licence an 
opportunity of showing cause, revoke or suspend the license or forfeit the sum if any 
or any portion thereof deposited as security for the due performance of the conditions 
subject to which the licence has been granted. 

11.7.4 Appeal in cases of registration and Licence 

Under Section 15, any person aggrieved by an orders relating to grant of registration 
to establishments revocation of registration and revocation suspension of licences 
within 30 days from the date on which the order is communicated to him, prefer an 
appeal to an appellate officer who shall be a person nominated in this behalf by the 
appropriate Government. The Appellate officer shall after giving the appellant an 
opportunity of being heard dispose the appeal as expeditiously as possible. 
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Section 10(1) empowers the appropriate Government (after consultation with the 
Central Board or State Board, as the case may be) to prohibit, by notification in the 
official Gazette, employment of contract labour in any process operation or other 
work in any establishment. However, under Section 10(2), before issuing any 
notification in relation to any establishment, the appropriate Government is required 
to take into account the conditions of work and benefits provided for contract labour 
in that establishment and other relevant factors, such as (i) whether the process, 
operation or other work is incidental to, or necessary for the industry, trade, business, 
manufacture or occupation that is carried on in the establishment; (ii) whether it is of 
perennial nature, that is to say, it is of sufficient duration having regard to the nature 
of industry, trade, business, manufacture or occupation carried on in that 
establishment; (iii) whether it is done ordinarily through regular workmen in the 
establishment or an establishment similar thereto; (iv) whether it is sufficient to 
employ considerable number of whole time workmen. The explanation to Section 
10(2), which relates to clause (b), provides that if a question arises as to whether any 
process or operation or other work is of perennial nature, the decision of the 
appropriate Government shall be final. 

From the above it is evident that on abolition of such contract labour altogether by 
the appropriate Government it is not obligatory on the part of principal employer to 
absorb the contract labour. 

In Air India Statutory Corporation v. United Labour Union, 1997 Lab.I.C.365(S.C) 
the Supreme Court played a creative role by holding that " the moment the contract 
labour system stands prohibited under Section 10 (1) the embargo to continue as a 
contract labour is put an end to and direct relationship has been provided between the 
workmen and the principal employer. Thereby, the principal employer directly 
becomes responsible for taking the service of the workmen hitherto regulated through 
the contractor." 

11.9 ADVISORY BOARDS 

The Central Government under Section 3 is required to set up the Central Advisory 
Contract Labour Board on matters relating to administration of the Act as may be 
referred to it. It shall also discharge such other functions as may be assigned to it 
under the Act. The Central Board shall consist of (i) a Chairman to be appointed by 
the Central Government; (ii) the Chief Labour Commissioner (Central), ex 
officio;(iii) such number of members, not exceeding 17 but not less than 11, as the 
Central Government, the Railways, the coal industry; the contractors, the workmen 
and any other interests which, in the opinion of the Central Government, ought to be 
represented on the Central Board. The number of persons to be appointed as 
members from each of the specified categories, the term of office and other 
conditions of service of, the procedure to be followed in the discharge of their 
functions by, and the manner of filling vacancies among, the members of members 
the Central Board shall be such as may be prescribed. However, the number of 
member nominated to represent the workmen shall not be less than the number of 
members nominated to represent the principal employers and the contractors. 

Similarly, the State Government is also required set up Boards to advise the State 
Government on matters relating to administration of the Act. The Statc-,Board shall 
consist of (i) a Chairman to be appointed by the State Government; (ii) the Labour 
Commissioner, ex officio, or in his absence any other officer nominated by State 
Government in that behalf, and (iii) such number of members, not exceeding 11 but 
not less than 9, as the State Government may nominate to represent that Government, 
the industry, the contractors, the workmen and any other interests which, in the 
opinion of the State Government, ought to be represented on the State Board. [(See 
Gammon India Ltd. a Union, (1974) ISCC. 596)] 

 



 

Contract Labour The Central Board or the State Board may also constitute committees. The 
Committee constituted under sub-section (1) shall meet at such times and places and 
shall observe such rules or procedure regarding the transaction of business at its 
meetings as may be prescribed. The members of the Committee shall be paid such 
fees and allowances for attending its meetings as may be prescribed. However, no 
fees shall be payable to a member who is an officer of the Government or of any 
corporation established by any law for the time being in force. 

69 

(Regulation And 
Abolition)
Act, 1986

 

 

11.10 OBLIGATION TO PROVIDE CERTAIN   
AMENITIES TO WORKERS 

Sections 16,17,18 and 19 of the Act and the Rules made thereunder impose an 
obligations on an employer to provide certain amenities for ensuring the health and 
welfare of the contract labour. The amenities that are required to be provided to the 
contract labour are given below: 

i) Canteens 

In every establishment where work requiring employment of contract laborer is likely 
to continue for six months and wherein contract labour numbering one hundred or 
more is ordinarily employed by a contractor, one or more canteens have to be 
provided by the contractor for use of the contract labourers employed by him. Such a 
canteen or canteens should be provided within sixty days of the date of 
commencement of employment of contract labour. In case, such a contractor fails to 
provide a canteen within the aforesaid period then the same shall be provided and 
maintained by the principal employer in an efficient manner. The canteen so provided 
should have a dining hall, kitchen, store-room, pantry and washing places for 
workers; sufficient light, smooth and clean floors and lime washed kitchen walls. The 
dining hall must accommodate thirty per cent of the labourers at a time. 

ii) Rest Room 

It is obligatory on the contractors to provide rest room or other suitable 
accommodation at every place, where contract labour is required to halt at night in 
connection with the work of an establishment and in which employment of contract 
labour is likely to continue for three months or more. The Act further requires 
making provision, of the following in the rest rooms? 

i) separate rest room to be provided for female employees; 

ii) such rest room have adequate ventilation and light, protection against heat, 
wind, rain and smooth, hard and impervious floor surface and supply of clean 
drinking water. 

In case, any contractor fails to provide the above amenities within the stipulated 
time then the same are to be provided by the principal employer, However, the 
principal employer is authorised to recover such expenses from the contractor. 

iii) Drinking water and other facilities 

It is the duty of every contractor employing contract labour in connection with the 
work of an establishment to provide and maintain, (a) a sufficient_ supply of 
wholesome drinking water for the contract labour at convenient places; (b) a 
sufficient number of latrines and urinals of the prescribed types so situated as to be 
convenient and accessible to the contract labour in the establishment; and (c) washing 
facilities. 

iv) First-aid Facilities 

Under Section 19 of the Act and the rules made thereunder, it is obligatory on the 
part of a contractor and on his failure on the part of the principal employer to provide 
and maintain a first-aid-box so as to be readily accessible during all working hours at 
everyplace where contract labour is employed; 
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 In every establishment where twenty or more women are ordinarily employed as 
contract labour, there shall be provided. two rooms of reasonable dimensions for the 
use of their children under the age of-six years, one of which for use as a play room 
and the other as bedroom for the children. Apart from the above, the, Act also enjoins 
upon the contractor to provide adequate number of toys and games in the playroom 
and sufficient number of cots and bedding in the sleeping room. 

11.11 OBLIGATIONS OF PRINCIPAL EMPLOYERS 
REGARDING PAYMENT OF WAGES 

It is obligatory on the principal-employer to see that the wages of the workers are 
paid every month on a fixed date and time and on termination of their employment 
payment of wages must be made before the expiry of the second working day from 
the day on which their employment is terminated. Making payment of wages on a 
working day at the site is also obligatory. If the work is completed before the expiry 
of the wage period, final payment should be made within forty-eight hours of the last 
working day. The payment should be made directly to the worker or to a person 
authorised to ensure the presence of his authorised representative to supervise the 
payment of wages by the contractor to workmen and it is also the duty of the 
contractor to ensure the payment of wages in the presence of the authorised 
representative of the principal employer, who must certify at the end of the entries 
that the amount shown in such and such column has been paid to the workmen 
concerned in has presence on such and such date and at such and such time. It is also 
be responsibility of the principal employer to make payment of the wages in case the 
contractor fails to do so within the prescribed period or makes. short payment. The 
principal-employer, is, however, at liberty to recover the same from the contractor. 

11.12 PROHIBITION REGARDING EMPLOYMENT OF 
FEMALE WORKERS DURING CERTAIN BURS 

The employment of female contract labourer, excepting the women employed in 
pithead baths, crèches, canteens,, nurses and midwives,, is prohibited before 6 a.m. 
and after 7 p.m. 

11.13 DUTY TO MAINTAIN PRESCRIBED REGISTERS 
AND RECORDS 

Section 29 of the Act enjoins upon every principal employer and every, contractor; to 
maintain the registers and records giving prescribed particular of contract labour 
employed, the nature of work performed by the contract labour, the rates of wages 
paid to the contract labour and such other particulars in the prescribed form and to 
keep them exhibited in the prescribed manner within the premises of the 
establishment where the contract labour is employed. 

11.14 POWER TO REMOVE DIFFICULTIES 

Section 34 provides: 

If any difficulty arises in giving effect. to, the provisions of this Act, the Central 
Government may by order published in the Official Gazette, make such provisions 
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not inconsistent with the provisions of this Act, as appears to it to be necessary or 
expedient for removing the difficulty. 

11.15 ENFORCEMENT  

11.15.1 Penalty 

Under Section 23, whosoever contravenes (i) any provisions of the Act or of any 
rules made thereunder prohibiting, restricting or regulating the employment of 
contract labour, or (ii) any condition of a licence granted under the Act is liable to be 
punished with an imprisonment for a term which may extend to 3 months or with a 
fine which may extend to Rs 1,000 or both. This section necessarily implies that the 
contravention must be done willfully or intentionally! [S.B. Deshmukh v. State, 1981 
Lab I.C. 204 (H.C. Bombay)) Further, under Section 24, a person who contravenes 
any other provisions of the Act or rules made thereunder for which no. other penalty 
is elsewhere provided, he shall be punishable with imprisonment for a term which 
may extend to 3 months or with a fine of Rs. 4000/- or with both. 

11.15.2 inspectors 

For the enforcement of the Act, the appropriate .Government have been authorised to 
appoint qualified inspectors for the locality assigned to them by the government. The 
inspector is empowered to enter any premises or place-where contract labour is 
employed for examining any register or record or notices required under the Act or 
rules` made thereunder. He may also require the production of these documents by 
the persons concerned. 

The inspector is also empowered to examine any person whom he finds in such 
premises or place and who, he has a reason to> believe to be workmen employed 
therein. Further, the inspector may collect information from any person going out and 
any workmen in respect of the person to and from whom the work is given out or 
received and also with respect to payment to be made for the work. _Moreover, the 
inspector is empowered to seize or take copies of relevant registers, record of wages 
or notices, etc. He may also exercise such other powers as may be prescribed for 
carrying out the purposes of the Act. 

11.15.3 Exemption 

According to Section 31 of the Act the appropriate Govt. may in the case of an 
emergency, direct by notification in the official gazette that subject to such conditions 
and restrictions, if any, and for such period or periods as may be specified in the 
notification, all or any of the provisions of this Act or the rules made thereunder shall 
not apply to any establishment or class of establishment or class of contractors. 

11.16 SELF-ASSESSMENT TEST 

1. Describe the procedure for registration of establishment employing contract; 
labour. What is the effect of non-registration? 

2. Is it necessary for the contractor to obtain license? 

3. What are the obligations of the contractor to provide amenities? Is it necessary 
for the principle employer to provide for these amenities on failure of the 
contractor to provide for the required amenities? 


