
 

Wages and Labour Laws 
 

 UNIT 20 PAYMENT OF WAGES ACT, 1936 
Objectives 

The objective of this unit is to explain briefly: 

Why this legislation was enacted? • 

• 

• 

• 

• 

• 

Definition and interpretation of some important terms in the Act 

Scope and Coverage of this Act 

Provisions of the Act their administration and enforcement 

Strength and weakness of this Act and the need for its further amendments and 

Important case law. 

Structure 

20.1 Introduction 

20.2 Responsibility for Payment of Wages  

20.3 Deduction from Wages 

20.4 Inspectors and Their Powers 

20.5 Appointment of Competent Authority 

20.6 Who May File Application and When  

20.7 Procedure and Directions 

20.8 Recovery of Amount 

20.9 Appeals 

20.10 Payment of Wages in Case of Death  

20.11 Power to Make Rules 

20.12 General Remarks 

20.13 Self-Assessment Test 

20.14 Further Readings 

20.1 INTRODUCTION 

In the initial stages of industrialisation, workers had to suffer from exhorbitant delays 
in payment of wages, arbitrary deductions and other unfair practices on the part of 
employers. Delay in the payment of wages, deductions of two days wages-for one 
day's absence, heavy fines for small omissions and commissions, were quite 
common. Irregularities committed by employers were brought to the notice of the 
Royal Commission of Labour in India. In the report submitted in 1931, the 
Commission pointed out wide prevalence of such unfair practices in regard to the 
payments of wages due to workers such as non-payment of wages, short payment, 
irregular payment., payment in kind rather than in cash, short measurement of work 
of piece rate workers, and excessive fines and deductions. The Commission stressed 
the need for protecting the earned ages of workers by elimination of these practices. 
The Commission also observed that the purpose of laying down a machinery for 
evolving a proper ands equitable wage structure is defeated if mal-practices in regard 
to payment of wages are not checked. 

In pursuance of the recommendations of the Commission, the Payment of Wages 
Act, was passed in 1936, and it come into force on 28th March, 1937. It has since 
been amended several times, and its latest amendment in 1982 extended its coverage 
by rasing the wage limit from Rs. 1000 to Rs. 1600. 
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a) 

b) 

c) 
d) 
e) 
f) 
g) 

h) 

i) 

Object of the Act: The Act is a protective piece of legislation. It seeks to regulate the 
payment of wages of certain class of workers employed in industry. The main object 
of Act is to ensure to worker payment of their earned wages on due date without 
unauthorised deduction. In order to ensure timely payment of wages, the Act 
regulates the Tanner of payment of wages at regular intervals. It lays down 
permissible deductions to protect the employed persons against arbitrary or 
unauthorised deductions being made from their wages. 
Scope and Coverage: The Act applies to the whole of India. The Act applies to the 
payment of wages to persons employed in any factory and to person employed 
(otherwise than in a factory) upon any railway by a railway administration. In the 
latter case, it also applies to persons employed either directly or through a contractor 
by a person fulfilling a contract with a railway administration. The State Government 
may after giving three months notice extend the provisions of the Act to any class of 
persons employed in any industrial establishment specified by the Central 
Government and State Governments. In the case of industrial establishments owned 
by the Central Government the notification can be issued with the concurrence of the 
Central government. In some States the Act has been extended to shops and. 
establishments also. (Section 1) 
The Act does not apply to persons whose wages exceed Rs. 1600 per month. This 
limit was raised from Rs. 1000 by amending the Act in 1982. The need for amending. 
the Act was felt as a large number of workers previously covered by the Act got 
excluded with the upward revision of pay scales and increase in dearness and other 
allowances in recent years. The present limit of Rs. 1600 per months has again 
become? as with the increase in lends of wages. A very large number of worers do 
not get the benefit of the Act. 
The Act is also applicable to persons employed in coal mines and plantations, as well 
as establishments in which work relating to the construction, development or 
maintenance of building, roads, bridges, supply of water, or relating to operations 
connected with-navigation, irrigation or the supply of water, or relating to generation, 
transmission and distribution of electricity, or other form of power is carried on. 

Definitions (Sec. 2) 

1. Employed Person: Employed person includes the legal representative of a 
deceased employed person. 

2. Employer: Employer includes the legal representative of deceased employer.  

3. Industrial Establishment: It means any: 
Tram-way service or motor transport engaged in carrying passengers & 
goods or both by road for hire or reward. 
Air transport service other than such service belonging to, or exclusively 
employed in the military, naval or Airforce of the Union, or the Civil 
Aviation Department of the Government of India. 
Dock, wharf, or jetty; 
Inland vessel mechanically propelled; 
Mine, quarry or oil field; 
Plantation; 
Workshop, or other establishments in which articles are produced, adopted, 
or manufactured, with a view to their use, transport or sale; 
establishment in which any work relating to the construction, development 
or maintenance of building, roads, bridges or canals or relating to 
transmission, or distribution of electricity, or any other form of power is 
being carried on, 
any other establishment or class of establishment which the Central 
Government or a State Government may, having regard to the nature there-
to the need for protection of persons employed there-in, and other relevant 
circumstances, specified by notification in the Official Gazzette. 
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a) 

b) 

c) 

d) 

e) 

4) Wages: "Wages" means all remuneration (whether by way of salary, allowances, 
otherwise) expressed in terms of money or capable of being expressed which 
would, if the terms of employment, expressed or implied are fulfilled, be payable 
to person employed in respect of his employment or of work done in such 
employment. 

The definition of "wages" is made sufficiently wide by including within the 
expression: 

any remuneration payable under award or settlement between parties or order of 
a court; 

any additional remuneration under the terms of employment (whether called a 
bonus or by any other name); 

any remuneration to which the person employed is entitled in respect of 
overtime work or holiday or any leave period. 

any sum which by reason of termination of employment of the person employed 
is liable under any other law, contract or instrument which provides for the 
payment of such sum whether with or without deductions, but does not provide 
for the time within which the payment has to made; 

any sum to which the person employed is entitled under any other scheme 
framed under any law for the time being in force. 

The amount of bonus payable under the payment of Bonus Act, 1965, the amount of 
retrenchment compensation payable, and a sum payable to the employee on the 
termination of his service under the Industrial Disputes Act, 1947, are wages as 
defined under this Act. The amount of Gratuity payable under the terms of any award 
is also covered by this Act. 

The expression "Wages" does not include: 

1. The Bonus declared voluntarily on the basis of profits, and the bonus (whether 
under a Scheme of profit sharing-or otherwise) which does not form part of the 
remuneration payable under the terms of employment, or which is not payable 
under any award or settlement between the parties or order of a Court; 

2. The value of any house accommodation, of the supply of water, light, medical 
attendance, or other amenity or any service excluded from the computation of 
wages by a general or specific order of the State Government; 

3. Any contribution paid by the employer to any pension or provident fund, and the 
interest accrued thereon; 

4. Any travelling allowance or the value of any travelling concession; 

5. Any sum paid to. the employed person to defray special expenses entailed on 
him by the nature of his employment; 

6. Any gratuity payable on the termination of employment; 

7. Whether house rent are wages depends on terms of contract. It is so, if its 
payment is compulsory, otherwise it is not. 

8. The term "wages" means wages earned and not potential wages. 

9. No other meaning can be assigned to the term "wages" than is mentioned in the 
definition. 

20.2 RESPONSIB ITY FOR PAYMENT OF WAGES 

Every employer shall be responsible to pay wages to persons employee by him. But 
in the case of persons employed (otherwise than by a contractor) in factories, 
industrial establishments and upon railways, the following persons shall be 
responsible for payment of wages:- 
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a) 

b) 

c) 

in factories, the person named as manager; 

in industrial establishments, the person who is responsible to the employer for 
the supervision and control of the industrial establishment; 

Upon railways (otherwise than in factories) the person nominated by the railway 
administration in this behalf for the local area concerned. (Section 3) 

Rules for payment of wages: 

Under the payment of Wages Act, 1936, rules regarding the payment of wages are as 
follows. 

Fixation of wage-period: Every person responsible for the payment of wages under 
Sec. 3 shall fix periods, known as Wages Periods in respect of which such wages 
shall be payable. A wage period shall not exceed one month. (Section 4) 

Time of payment of wages: 

The following rules have been laid down regarding the time of payment of wages: 

1. If the number of persons employed in a factory, an industrial establishment, or 
railway including daily rated workers, is less than 1000, wages must be paid 
before the expiry of the seventh day after the last day of the wage period. 

2. In other cases, wages must be paid before the expiry of the tenth day after the 
expiry of the wage period. 

3. In the case of persons employed on dock, mine, wharf or jetty, the balance of 
wages found due on completion of the final tonnage account of the ship or 
wagons loaded or unloaded, shall be paid before the expiry of the seventh day 
after such completion. 

4. Where the employment of any person is terminated by or on behalf the 
employer, the wages earned by him shall be paid before the expiry of the second 
working day from the day on which employment is terminated, 

5. If the employment is terminated due to the closure of establishment for any 
reason other thanes weekly or other recongnised holiday, wages will be paid 
before the expiry of second working day from the day on which employment is 
being terminated. 

6. The State Government may, by a general or special order, exempt the person 
responsible for the payment of wages from the operation of the above provisions 
in certain cases. 

7. All payment 'of wages shall be made on a working day. (Section 5) 

Medium of payment of wages: 

All wages shall be paid in current coin or currency notes or both. The employer may 
after obtaining the written' permission of the employed person pay him wages either 
by cheque or by crediting the wages- in the bank account. (Section 6) 

20.3 DEDUCTION FROM WAGES 

The wages of an employed person WO be paid to him without deductions of any kind 
except those authorised under the Payment of Wages Act. This is notwithstanding the 
Provisions of Sec. 47 of the Indian Railways Act, 1890 (Sec. 7). 

Kind of deductions 

The following kinds of deductions are permitted under the Act:  

1  Fines (Sec. 8): Provisions regarding fines are as follow: 

a) No fine shall be imposed on any employed person except in respect of such 
acts omissions on his part as the employer, with the previous approval of 
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b) 

c) 

d) 

e) 

f) 

g) 

h) 

a) 

b) 

c) 

d) 

a) 

b) 

c) 

d) 

a) 

The notice specifying the acts and omissions for which fines may be 
imposed shall be exhibited in the prescribed manner on the premises or the 
place in which the employment is carried on. 

No fine shall be imposed on an employed person until he has given an 
opportunity of showing cause against the fine. 

The total amount of fine in any one wage period on any employed person 
shall not exceed three per cent of the rupee wages payable to him in respect 
of that wages period. 

No fine shall be imposed on a person who is below the age of fifteen years. 

No fine shall be recovered from the employed person by instalments or 
after the expiry of sixty days from the day on which it was imposed. 

Eve fine shall be deemed to have been imposed on the day of the actor 
omission. 

All fines and realisations thereof shall be recorded in a register to be kept 
by the person responsible for the payment of wages in such form as may be 
prescribed. All realisation of fines shall be applied only to such purposes as 
re beneficial to the persons employed in the factory. 

2 Deductions for Absence from Duty (Sec. 9) 

Deductions may be made on account of the absence of an employed person 
from duty from the place or place where, by the terms of employment, he is 
required to work. 

An employed person shall be deemed to be absent from duty if, though 
present at the place of work, he refuses to carry out his work, in pursuance 
of a stay-in strike or for any other cause which is not reasonable. 

The ratio between the amount of deductions for absence from duty and the 
wages payable shall not exceed the ratio between the period of absence and 
total period within such wage period. 

If, however, ten or more persons, acting in concert, absent themselves 
without due notice and without reasonable cause, the deduction for absence 
from duty from any such person may include such amount not exceeding 
his wages for eight days as may be due to the employer in lieu of notice. 

3 Deductions for Damage of Loss (Sec. 10) 

A deduction for damage to or loss or goods expressly entrusted to the 
employed person for custody, or for loss of money which he is required to 
account can be made where such loss is directly attributable to his neglect 
or default. 

A deduction for damage or loss shall not exceed the amount of damage or 
loss caused to the employer by his neglect or default. 

A deduction for damage or loss shall not be made until the employed 
person has been given an opportunity of showing cause against the 
deduction. 

All deductions and realisations in respect of damage or loss shall be 
recorded in a register to be kept by the person responsible for the payment 
of wages. 

4 Deductions for Accommodation and Service (Sec. 11) 

Deduction for house accommodation and amenities and service supplied by the 
employer can be made subject to the following conditions: 

Deductions cannot be made unless such services have been accepted by the 
employes person as a term of his employment. 
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b) 

c) 

d) 

e) 

a) 

b) 

c) 

a) 

b) 

a) 

b) 

a) 

b) 

c) 

d) 

Services do not include the supply of tools and raw materials required for 
the purposed of the employment and no deduction can be made; in that 
respect. 

The amount of deduction cannot exceed an amount equivalent to the value 
of house accommodation, amenity or service supplied. 

The amenities and services must be authorised by the State Government by 
a general or special order. 

State Governments are empowered to make rules governing deductions for 
amenities and services. 

5. Deductions for Recovery of Advance (Sec. 12). Deductions for recovery of 
advances or adjustments of over-payment of wages can be made subject to the 
following conditions: 

Recovery of an advance of money given before employment shall be made 
from the first payment of wages in respect of complete wage period, but no 
recovery can be made of such advance given for travelling expenses. 

Recovery of an advance of money given after employment began shall be 
subject to such conditions as the State Government may impose, 

Recovery of advances of wages not already earned shall be subject to any 
rules made by the State Government in this regard. The State Government 
may regulate the extent to which such advances may be given, the 
instalments by which they may be recovered and the rate of interest that 
may be charged on such advance. 

6 Deductions for Recovery of Loans (Sec. 12-A) 

Deduction for recovery of loans made from any fund constituted for the 
welfare of labour and the interest due in respect thereof can be made 
provided the fund is constituted in accordance with the rules approved by 
the State Government. 

Deductions can be made for recovery of loans granted for house building or 
other purposes approved by the State Government and the interest due in 
respect thereof: 

7. Deductions for Payments to Co-operative Societies and Insurance Schemes 
(Sec. 13). These deductions shall include: 

deductions for payments to co-operative societies approved by the State 
Government-or to a scheme of insurance maintained by the Indian Post 
Office; 

deduction made with the written authorisation of the person employed for 
the payment of any premium on his life insurance, policy to the Life 
Insurance Corporation of India or for the purchase of securities of the 
Government of India or of any State Government, or for being deposited in 
any Post office Savings Bank in furtherance of any savings scheme of any 
such Government. 

Theses deductions shall be subject to such conditions as the State Government may 
impose. 

8. Other Deductions. The following deductions are also permissible under the Act; 

deductions of income-tax payable by the employed person; 

deductions required to be made by order of a court 

deductions for subscriptions to, and for repayments of advances from any 
provident fund to which the Provident Funds Act. 1925 applies or any 
recognised provident fund or any provident fund approved in this behalf by  
the State Government. 

deductions for payment of insurance premia of Fidelity Guarantee Bonds. 
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e) 

f) 

g) 

h) 

i) 

j) 

k) 

Wages and Labour taws e) deductions made, with the written authoristion 
of the employed person, for the payment of his contribution to any fund 
constituted by the employer are trade union registered under the Trade 
Unions Act, 1926 for the welfare of the employed persons or the members 
of their families or both and approved by the state government or any 
officer specified by it in the behalf, during a continuing of such approval. 

deductions made, with the written authorisation of the employed persons 
for payment of the fees payable by him for the membership of any trade 
union registered under the Trade Unions Act, 1926. 

deductions for recovery of losses` sustained by a railway administration on 
account of acceptance by the employed person of counter-feit or base coins 
or mutilated or forged currency notes. 

deductions for recovery of losses sustained bye a railway administration on 
account of the failure of the employed person to invoice to bill, to collect or 
to account for the appropriate changes due to that administration whether in 
respect of fares freight, demurrage, warfare and carriage or in respect of 
sale of food in catering establishments or in respect of sale of commodities 
is grain shops or otherwise;, 

deductions for recovery of losses sustained by a railway administration on 
account of any rebates of refunds incorrectly granted by the employed 
person where such loss in directly attributable to his neglect or default; 

deductions made with the written authorisation of the employed person for 
contribution to the Prime Minister's National Relief Fund or to such other 
funds as the Central Government may be notification in the official Gazette 
specify; 

deductions for contribution to any insurance scheme framed by the Central 
Government for the benefit of its employees. 

The list of deductions in Sec. 7 (2) is exhaustive. Further, if any deduction is claimed 
by an employer, the burden specifically -and clearly lies upon him to prove that the 
deduction is of a nature which is capable of falling within the several clauses of Sec. 
7 (2). 

There is no provision in the Act limiting the period within which the employer should 
make the deduction for adjustment of overpayment of wages. 

Every payment by the employed person to the employer or his agent shall-be-deemed 
to be a deduction: Any loss of wage resulting from the imposition, for good and 
sufficient cause, upon a person employed, of any of the following penalties;-shall not 
be deemed to be a deduction from any wages. These penalties are suspension, with-
holding of increment or promotion (including stopping of increment at the efficiency 
bar). 

Illegal Deductions. Any deductions other than those authorised under Section 7 of 
the Act would constitute illegal deductions. 

Limit on the amount of deductions (Sec. 7(3)) 

The total amount of deduction which may be made under Section 7 in a wage period 
from the wages of any employed person shall not exceed 75 per cent of such wages 
in asend re such deductions ye wholly or partly made for payments to co-operative 
societies. In air, other case, the deductions shall not exceed SO per cent of such 
wages any agreement or contract by which an employee agrees to any deductions 
other than those authorised under the Act would be null and void under Section 23 of 
the Act. There is, however, no provision in the Act limiting the period within which 
the employer should make the deduction for adjustment of over payment of wages. 

Maintenance of registers and records (Sec. 13-A) 

Every employer must maintain registers and records giving the following particulars 
of the every person employed by him: 
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a) 
b) 
c) 
d) 

the work performed by the person employed; 
the wages paid to him; 
the deductions made from his wages; 
the receipts given by him. 

The registers and records shall be in such form as may be prescribed, They shall be 
preserved for a period of three years after the date of the last entry made therein. 

20.4 INSPECTORS AND THEIR POWERS 
An Inspector of Factories appointed under the Factories Act, 1948 shall be an 
inspector for the purposes of the Payment of Wages Act in respect of all factories 
within the local limits assigned to him. 
Moreover, the State Government may be notification' in the Official Gazette appoint 
such other persons as it thinks fit to be Inspectors for the purposes of the Act. It may 
define the local limits within which and the class of factories and industrial or other 
establishments in respect of which they shall exercise their functions. It may also 
appoint Inspectors for the purpose of the Act in respect of persons employed upon a 
railway to whom the Act applies. 

Power of Inspectors (Sec. 14 and 14-A)  

An Inspector may- 

a) 

b) 

c) 

d) 

e) 

f) 

make such examination and inquiry as he thinks fit in order to ascertain if the 
provisions of the Act are being observed; 

enter, inspect and search any premises of any railway, factory or industrial or 
other establishment at any reasonable time for the purpose of carrying out the 
objects of the Act; 

supervise the payment of wages to persons employed upon any railway or in any 
factory or industrial or other establishments. 

examine the registers and records maintained in pursuance of the Act and take 
statements of any persons which he considers necessary for carrying out the 
purposes of the Act; 

Seize-or take copies of registers or documents which may be relevant in respect 
of an offence committed by an employer; 

Exercise such other powers as may be prescribed. 

No person shall be compelled to answer any question or make any statement tending 
to incriminate himself. Every Inspector shall be deemed to be a public servant. within 
the meaning of the Indian Penal Code. Every employer shall afford an inspector all 
reasonable facilities for making any entry, inspection, supervision, examination or 
inquiry under this Act. 

20.5 APPOINTMENT OF COMPETENT AUTHORITY 

The State Government may be notification in the Official Gazette appoint a person as 
the Authority to hear and decide for any specified area all claims arising out of 
deductions from the wages, or delay in payment of the wages of persons employed or 
paid in that area, including all matters incidental to such claims. The following may 
be appointed as the Authority: 

a) a presiding officer of any Labour Court or Industrial Tribunal constituted under 
the Industrial Disputes Act, 1947, or 

b) any Commissioner for Workmen's compensation, or 
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If the State 6ovemment considers it necessary so to do, it may appoint more than one 
Authority for any specified area and may, by general or special order provide for the 
distribution or allocation of work to be performed by them under this Act. (Section 
15) 

Every authority so appointed shall have all the powers of a civil Court under the 
Code of Civil Procedure, 1908. For the purpose of taking evidence, enforcing the 
attendance of witnesses and compelling the production of documents. Further, every 
such authority shall be deemed to be a civil Court for all the purpose of Sec. 195 and 
of Chapter XXVI of the Code of Criminal Procedure, 1973 

20.6 WHO MAY FILE APPLICATION AND WHEN 

An application for claims arising under this Act may be filed by- 

a) the employed person himself; 
b) any legal practitioner; or 
c) any official of a registered trade union authorised in writing to act on his behalf; 

or 
d) any Inspector under the Act; or 
e) any other person acting with the permission of the Authority appointed under the 

Act. 

Every such application must be made within twelve months from the date on which 
the deduction from wages was made, or from the date on which the payment of the 
wages was due to be made. An application may also be admitted after twelve months 
if the applicant satisfied the Authority that there was a sufficient cause for not 
making the application within twelve months. But sufficiency of the cause is to be 
decided by proper legal principles. Before admitting any such application the 
Authority must give notice to and hear, the opposite party and. admission should be 
conscientious. The discretionary power conferred on the. Authority,, to condone 
delay in filing an application is not excessive because the aggrieved party can seek 
redress against abuse of this power by invoking the supervisory jurisdiction of the 
High Court under Article 227 of the Constitution. (Section 15) 

20.7 PROCEDURE AND DIRECTIONS 

When any application for claims under this Act is entertained, the Authority shall 
hear the applicant and the employer or other person responsible for payment of wages 
or give them an opportunity of being heard. After such further inquiry (if any) as -
may be necessary, the Authority may, without prejudice to any other penalty to which 
such employer or other person is liable under this Act, direct the refund to the 
employed person of the amount deducted, or the payment of the delayed wages, 
together with the payment of such compensation as the Authority may think fit, not 
exceeding ten times the amount improperly deducted and twenty five rupees in case 
of delayed wages. Even before the amount deducted or the delayed wages are paid 
before the disposal of the application, the Authority may direct the payment of 
compensation as the authority may think fit, not exceeding rupees twenty-five. 

No direction for the payment of compensation shall be made in the case of delayed 
wages if the Authority is satisfied that the delay was due to- 

a) 

b) 

a bonafide error or bonafide dispute as to the amount payable to the employed 
person; or 

the occurrence of an emergency, or the existence of exceptional circumstances 
such that the person responsible for the payment of the wages was unable, 
though exercising reasonable diligence to make prompt payment, or 
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c) the failure of the employed person to apply for the payment. (Section 15 (3)) 

If the authority hearing an application is satisfied that the application was malicious 
or vexatious, it may direct a penalty not exceeding fifty rupees to be paid to the 
employer or other person responsible for payment of wages, by the person presenting 
the application. The authority may further direct that a penalty not exceeding fifty 
rupees be paid to the State Government by the employer or other person responsible 
for the payment of wages in case where the application ought not to have been 
compelled to seek redress under the Act (Sec. 15 (4)). 
Where there is any dispute as to the person or persons being the legal representative 
or representatives of the employer or of the employed person, the decision of the 
authority on such dispute shall be final (Sec. 15 (4A)). , 
Any inquiry under this section shall be deemed to be judicial proceeding within the 
meaning of section 193, 219 and 228 of the Indian Penal Code (Sec. 15 (413)). 

20.8 RECOVERY OF AMOUNT 

An amount directed to be paid under Sec. 15 may be recovered. 

a) 

b) 

a) 
b) 

c) 

if the Authority is a Magistrate, by the Authority as if it were a fine imposed by 
him as a Magistrate, and, 
if the Authority is not a Magistrate, by any Magistrate, to whom the Authority 
makes application in this behalf, as if it were a fine imposed by such Magistrate. 
(Section 15 (5)) 

Single application for same unpaid group (Sec. 16). A single application may be 
presented under Sec. 15 on behalf of or in respect of any number of employed 
persons belonging to the same unpaid group. When a single application is made, 
every person on whose behalf such application is presented may be awarded 
maximum compensation to the extent specified in Section 15 (3). 

Employed persons are said to belong to the same unpaid group if- 

they are borne on the same establishment, and 
deductions have been made from their wages in contravention of the Act for the 
same cause and during the same wage period or periods, or 
if their wages for the same wage period or periods have remained unpaid after 
the day faxed under Section 5. 

The Authority may deal with any number of separate pending applications, presented 
under Section 15 in respect of persons belonging to the same unpaid group, as single 
application. 

20.9 APPEALS 

An appeal may be preferred against the following: 

1. An order dismissing either wholly or in part an application made on the ground 
that deductions are made contrary to the Act or payment of wages has been 
delayed. 

2. A direction to refund the amount deducted from wages to the employed person. 
3. A direction by the Authority to pay penalty to the employer from making , 

malicious or vexatious application. 
The appeal may be preferred before the Court of Small Causes in case. of a 
Presidency town and before the District Court in other cases. The appeal must be 
preferred within 30 days of the date on which the order or direction was made. 
The Court may, if it thinks fit, submit any question of law for the decision of the High 
Court and, if it so does, shall decide the question in conformity with such decision. 
(Section 17) 
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a) 
b) 
c) 

a) 

Who may make an Appeal (Sec. 17). The appeal may be preferred by: 
1. The employer or other person responsible for the payment of wages if the total 

sum directed to be paid by way of wage and compensation exceeds Rs. 300 or 
such direction has the effect of imposing on the employer or the other person a 
financial liability exceeding rupees one thousand, or 

2. An employed person, 

3. Any legal practitioner, 

4. Any official of a registered trade union authorised in writing to act on his behalf, 

5. Any inspector under this Act, 

6. Any person permitted by the Authority to make an application under Sec. 15(2). 

7. If the total amount of wages claimed to have been withheld from him exceeds 
twenty rupees or from the unpaid group to which he belongs or belonged 
exceeds fifty rupees. 

8. Any person directed to pay a penalty under Sec. 15(4) 

Conditions for an Appeal (Sec. 17). No appeal shall be made as aforesaid unless: 

a) The memorandum of appeal in accompanied by a certificate by the prescribed 
authority to the effect that the appellant has deposited the amount payable under 
the direction appealed against. 

Where an employer prefers an appeal the authority against whose decision the appeal 
has been preferred may, and if so directed by the Court shall, pending the decision of 
the appeal, withhold payment of any sum in deposit with it. Any order dismissing 
either wholly or in part an application made under Sec. 15 (2) or a direction made 
under Sec. 15(3) or Sec. 15(4) shall be final save as provided in Sec. 17(1). The 
appeal under Section 17 must be governed by and disposed of according to the rules 
of practice and procedure prescribed by the code of Civil Procedure. 

Conditional Attachment of Property (Sec. 17-A) 

Where at any time after an application has been made under Section 15(2) or where 
at any time after an appeal has been filed under Sec. 17 and where the Authority in 
the first instance and the court in the second instance, is satisfied that the employer or 
other person responsible for the payment of wages is likely to evade payment of any 
amount that may be directed to be paid, then the Authority or the Court may direct 
the attachment of so much of the property of the employer or other person 
responsible for the payment of wages as is, in the opinion of the Authority or Court, -
sufficient to satisfy the amount which may be payable under the direction. Before 
giving such a direction, the employer or other person must be given an opportunity of 
being heard except when the Authority or Court is of the opinion that the ends of 
justice would be defeated by the delay. 

The provisions of the code of Civil Procedure, 1908 relating to attachment before 
judgment shall, so far as may, apply to any order of attachment. 

Offences and Penalties (Sec. 20) 

1. Whoever being responsible for the payment of wages to an employed person: 

fails to pay wages in time; 
makes unauthorised deductions from wages; 
imposes fines in contravention of Sec. 8; 

Shall be punishable with fine which shall not be less than two hundred rupees but 
which may extend to rupees one thousand. 

2) Whoever: 

fails to fix wages periods or fixed wage periods exceeding one month; 
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b) 

c) 

d) 

e) 

a) 

b) 

c) 

d) 

a) 

b) 

c) 

d) 

fails to pay wages on a working day; 

fails to pay wages in current coins or currency or both; 

fails to record fines and all realisations in the register; 

fails to apply all such realisations as per the provisions of Section 8(8). 

Shall be punishable with fine which may extend to rupees five hundred for each 
offence. 

3) Whoever being required under this Act to maintain any record or to furnish any 
information or return: 

fails to maintain such registers or records; or 

wilfully refuses or without lawful excuse neglects to furnish such 
information or return; or 

wilfully furnishes or causes to be furnished any information or return 
which he knows to be false; or  
refuses to answer or wilfully gives a false answer to any question necessary 
for obtaining any information required to be furnished under this Act; 

Shall, for each such offence, be punishable with fine which shall not be less than two 
hundred rupees but which may extend to one thousand rupees. 
4) Whoever: 

wilfully obstructs an Inspector in the discharge of his dut3-,s under this 
Act: or 
refuses or wilfully neglects to afford an Inspector any reasonable facility 
for making any entry, inspection, examination, supervision or inquiry 
authorised by or under the Act in relation to any railway, factory or 
industrial or other establishment; or 
wilfully refuses to produce on the demand of an Inspector any register or 
other document kept in pursuance of the Act; or 
prevents or attempts to prevent any person from appearing before at 
inspector acting in pursuance of his duties under the Act; 

shall be punishable with fine which shall not be less than two hundred rupees but 
which may extend to one thousand rupees. 

5) If any person who has been convicted of any offence punishable under the Act is 
again guilty of an offence involving contravention of the same provision, he shall 
be punishable on a subsequent conviction with imprisonment for a term which 
shall not be less than one month but which may extend to three months, or with 
fine which shall not be less than five hundred rupees but which may extend to 
three thousand rupees, or with both. But no cognizance shall, be taken of an 
earlier conviction made more than two years before the date of commission of 
the offence being punished. 

6) If any person fails or wilfully neglects to pay the wages of any employed person 
by the fixed date, he shall without prejudice to any other action that may be taken 
against him, he punishable with an additional fine which may extend to one 
hundred rupees for each day for which such failure or neglect continues. 

Cognizance and Trial of Offences (Sec. 21). No court shall take cognizance of: 

1 a complaint against any person for an offence arising out of non-compliance with 
the provisions of the Act relating to delay in payment of wages and unauthorised 
deductions from wages, unless an application in respect of the facts constituting 
the offence has been presented under Section 15 and has been granted wholly or 
in part and the Authority or the appellate court granting such application has 
sanctioned the -making or the complaint; 
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a) 

b) 

c) 

a) 

b) 

c) 

d) 
e) 

2 a contravention of provision dealing with fixation of wage periods or with 
payment of wages in current coin or currency notes except on a complaint made 
by or with the sanction of an Inspector under the Act;. 

3 any offence punishable under Section 20 (3) and 20 (4) except on a complaint 
made by or with the sanction of an Inspector under the Act. 

In imposing any fine for an offence under Sec. 21(1) above the Court shall take into 
consideration the amount of any compensation already awarded against the accused 
in any proceedings taken under Section 12. Before sanctioning the making of a 
complaint against any person for an offence under Sec. 20(1), the Authority or tote 
appellate court, as the case maybe, shall give such person an opportunity of showing 
cause against the granting of such sanction. The sanction shall not be granted if such 
person satisfies the Authority or Court that his default was due to: 

a bonafide error or bonafide dispute as to the amount payable to the employed 
person; or 
the occurrence of an emergency, or the existence of exceptional circumstances, -
-suc,4 that the person responsible for the payment of the wages was unable, 
though exercising reasonable diligence, to make prompt payment, or 
the failure of the employed person to apply for or accept payment. 

Bar on. Suits (Sec. 22) 

No Court shall entertain any suit for the recovery of wages or of any deduction from 
wages in so far as the sum so claimed: 

forms the subject of an application under Section 15 for claims arising out of 
deductions from wages or delay in payment of wages and penalty for malicious 
or vexatious claims which has been presented by the plaintiff and which is 
pending before the authority appointed, or of an appeal under Section 17 ; or, 
has formed the subject of a direction under Section 15 in favour of the plaintiff; 
or 
has been adjudged, in any procedure under Section 15 not to be onto the 
plaintiff; or 
could have been recovered by an application under Section 15; 
where an application has been presented after a period of twelve months from 
the date on which the deduction from the wages was made or from the date on 
which the payment of the wages was due to be made, as the case may be without 
any sufficient cause. 

The provisions of the Act and rules made under it do not bar a civil suit for recovery 
of arrears payable to <a workman whose dismissal has been set aside. 

Protection (Sec. 22-A). No suit, prosecution or other legal proceeding shall be 
against the Government or any officer or the Government for anything which is in 
good faith done or intended to be done under the Act. 

Contracting Out (Sec. 23) 

Any contract or agreement whereby an employed person relinquishes any right 
conferred by the Act shall be null and void in so far as it purports to deprive him of 
such right. 

Application of Act (Sec. 24). In relation to railways, air transport services, mines 
and oil fields, the powers conferred upon the State Government by the Act shall be 
powers of the Central Government. 

Display of Notice (See. 25). The person responsible for the payment of wages to 
persons employed in a factory or an industrial or other establishment-shall cause to 
be displayed a notice containing such abstracts of the Act and of the rules made 
thereunder in English and in the language of the majority of the persons employed in 
the factory or An industrial or other establishment, as may be prescribed. 
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In case of death of an employed person or in case of his where about not being 
known, all amounts payable to him as wages, shall 

a) 

b) 

i) 
ii) 

be paid to the persons nominated by him in this behalf in accordance with the 
rules made under the Act; 

be deposited with the prescribed authority; 

where no nomination has been made, or 
where for any reasons such amounts cannot be paid to the person 
nominated. 

The prescribed authority shall deal with the amounts deposited in the prescribed 
manner. Where the amounts payable by an employer as wages are disposed of in the 
manner referred to above, the employer shall be discharged of his liability to pay 
those wages. (Section 25-A) 

20.11 POWER TO MAKE RULES 

The State Government is empowered to make rules to regulate the procedure to be 
followed by Authorities and Courts. The State Government may by notification in the 
official Gazette, make rules for the purpose of carrying into effect provisions of the 
Act. 

In making any rule under Sec. 26, the State Government may provide that a 
contravention of the rule shall be punishable with fire which may extend to two 
hundred rupees. All rules made under See. 26 shall be subject to the condition of 
previous publication, and the date to be specified under Sec. 23(3) of the General 
Clauses Act, 1897 shall not be less than three months from the date on which the 
draft of the proposed rules was published. 

Every rule made by the Central Government under this Act shall be laid as soon as, 
may be after it is made, before each House of the Parliament. If both House agree in 
making any modification in the rule, the rule shall thereafter have effect only in such 
modified form. If both Houses agree that the rule should not be made, it shall have no 
effect. But any such modification or annulment of the rule shall be without prejudice 
to the validity of anything previously done under that rule. (Section 26) 

Obligations of Employers 

Under the Act every employer is required: 

1. to see that all his workmen are paid their wages regularly and in time as required 
under the Act (Sec. 3 & 5); 

2. to fix wage periods which shall not exceed one month (Sec. 4); 
3. to pay wages in current coin or currency notes or both (See. 6); 
4. not to make unauthorised deductions (Sec. 7); 
5. to impose fines only for permissible acts and omissions and after giving 

adequate opportunity to show cause against the fines and deductions (Sec. 8); 
6. to maintain registers and records giving particulars of persons employed, the 

work performed by them, the wages paid to them and the deductions made from 
their wages, fines imposed and realisations made (Sec. 10, 13A); 

7. not to" enter into any agreement with an employed person where by the 
relinquishes any right conferred by the Act (Sec. 23); and 

8. to display a notice containing abstracts of the Act and the rules made thereunder 
in English and 0, the language of the majority of the employed persons (See. 25). 
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 a) 

b) 

Rights of Employers: Every employer has the right: 

to deduct from the wages of a worker an amount not exceeding his wages for 8 
days as may, by any terms be due to the employer in lieu of due notice, if the 
worker together with 10 or more workers absents himself from duty without 
notice or without any reasonable cause, or go on strike or resort to stay-in strike 
(Sec. 9(2)); 

appeal to District Court against the directions made by the Authority appointed  
under the Act for payment of wages and compensation, if the amount of these 
sums exceeds rupees three hundred (Sec. 17). 

Right of Employees: Every workman in entitled: 

i) to receive his wages in the prescribed wage period in cash or by cheque or by 
credit to his bank account (Sec. 3); 

ii) to refuse-to agree to any deductions and fines other than those authorised under 
the Act. (Sec 7, 8); 

iii) approach within six months the prescribed authority to claim unpaid or delayed 
wages, unauthorised deductions and fines along with compensation (Sec. 15,16); 
and 

iv) to appeal against the direction made by the authority if the amount of wages 
claimed exceeds rupees, one hundred (Sec. 17). 

20.12 GENERAL REMARKS 
This Act is a Central legislation being administered by both Central and State 
Government in their respective spheres as defined under the Act. In its original form, 
it suffered from a number lacunae and thus failed to provide effective protection 
against unfair practices in regard to payment of wages. With the gaining of 
experience in its working it was amended several times. To start with it was made 
applicable to factory and railways employees with monthly wages upto Its. 200. 
Since then it applied to workers of most of the organised industries, and the pay limit 
for coverage of workers was raised to Rs, 1600/- per month in 1982. Now again this -
wage limit is proving to be too low to cover most of the workers due to large increase 
in their wages and salaries during the last fifteen years, the government is considering 
seriously to amend the Act to raise the wage limit suitably and also to make Penalties 
for contravention of the Act more deterrent. Both the Central and Stage Governments 
have framed rules under this Act which provide necessary safeguards to workers 
against delay in the payment of wages and unauthorised deductions and fines. 

The working of the Act and its rules lave, no doubt, benefited the working class, as 
complaints regarding non-payment of wages and erosion of wages by unauthorised 
and heavy deductions and tines are not so many as before. In fact since the enactment 
of this Act, employers have started disciplining their workers more by suspending, 
discharging and dismissing them than by imposing heavy fines and deductions. 
Increasing education, awakening among workers, growth or trade unions, and 
increasing desire on the part of employers to play fair to their workers, have also 
contributed to this improvement. 

But still, as observed by the National Commission on Labour, which reviewed the 
working of the Act, all the mal-practices regarding payment of wages on the part of 
some employers have not been checked by this Act. Some unfair practices still 
prevail largely in unorganised sector and small industries, and also in some big 
industries like mines, plantations, and other establishments where substantial number 
of workers are paid piece rate wages by weighing and measuring their daily output. 
Complaints regarding wrong measurement are not rare. In regard to time-rated 
workers complaints regarding non-payment of overtime are also not few. Rejection 
of sub-standard work in industries like Bidi, still affects earnings of workers 
adversely. The enforcement machinery has also been finding difficult to bring round 
defaulting employer because of cumbersome procedure for prosecution, and small 
penalties as compared to monetary benefits reaped by employers by delaying the 
payment of wages, Inspectors 
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appointed under this Act are experiencing ,difficulty in enforcing compliance with 
the provision of the Act in Government owned industries like railways. Mere 
amendment of the Act for simplifying the procedure for prosectuion; or making 
penalties for defaults more deterrent may not produce all the desired results. Other 
possible measures which may ensure greater protection of earned wages are the 
strengthening of inspection machinery, exercising greater vigilance by the 
implementing authorities, policing by workers and their unions, and more education 
and awareness of workers and supervisors in regard to the provisions of this Act and 
rules framed thereunder. 

The I.L.O has also laid down international standards for the protection of wages by 
adopting one convention and one recommendation. 

20.13 SELF-ASSESSMENT TEST 
1. Explain briefly the objective, scope and coverage of the payment of Wages Act,, 

1936. 
2. State the procedure laid down under the Act for imposing fines. Does it not 

discourage employers from using it as a punishment for indiscipline. 
3. What is meant by wages under the Payment of Wages Act? What is excluded 

from the expression "Wages". 
4. What are authorised deductions. Mention some important deductions 

permissible and not permitted under this Act. 
5. Explain the rules for the payment of wages regarding the responsibility for 

payment. Does this Act create the legal right of workers to receive their earned 
wages. 

6. State the provisions of the Act in regard to wage period, time for payment, 
medium of payment and payment on termination of services of employees. Can 
the wages, be paid by cheque or by crediting in employees bank account. 

7. Mention important deductions that can be made with the prior permission of 
employees. 

8. Explain the limits subject to which deductions can be made under the Act. 
9. What arrangements are made under the Act to hear and deal with claims arising 

out of deduction from wages and delay in payment of wages. What method and 
procedure is followed in settling such claims. 

10. What acts amount to contravention of) the payment of wages Act, 1936. What 
penalties are prescribed for the offence. 

20.14 FURTHER READINGS 

1. Law and Practice of Minimum Wages Act - S.B. Rao (1999) - Law Publishing 
House, Allababad: 

2. Wages A Workers Education Manual - I.L.O. Publication, Geneva. 

3. Labour Law - Chrones J.B. and Grime, R.P., Butterworth & Co. Ltd., London. 

4. Indian Labour Laws u Servisor Shoud. Know, - B.R. Seth All India Management 
Association, Lodi Road. 

5. Industrial Relations and Labour Laws - P. C. Tripathi and C.B. Gupta, S. Cband 
& Sons, Delhi. 

6. A Manual of Mercantile Law. M. C. Shukla,`Sultan Chand & Sons, Delhi. 


