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Laws relating to employment in India do not stem from 
a single comprehensive legislation. Since the Indian 

Constitution classifies ‘labour’ as a subject on which both the 
Central and State Governments are empowered to legislate, 

there are more than 200 labour laws governing subjects 
ranging from conditions of employment to social security, 
health, safety, welfare, trade unions, industrial and labour 
disputes etc. While such dual law-making powers permit 

each state to focus and incorporate provisions that are 
best suited to its local requirements, it sometimes leads to 
conflict and ambiguity in the interpretation between State 

and Central statutes, when the subject matters overlap. This 
complex web of laws also very often leaves employers in 

India with various interpretational and compliance issues.

In this primer, we provide an overview of the key employment 
related legislations in India and their applicability.
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CATEGORISATION  
OF EMPLOYEES

01

Under Indian law, employees are divided into various categories and the applicability 
of the labour legislation to a specific employee depends on the category of the 
employee. These categories are broadly explained below: 

a. Workmen

Most employment legislations in India, such as the Industrial Disputes Act, 1947  
(ID Act), and the Industrial Employment (Standing Orders) Act, 1946 (SO Act), 
apply to employees categorised as ‘workman’. The term ‘workman’ is defined under 
the ID Act as any person employed to do manual, unskilled, skilled, technical, 
operational, clerical or supervisory work for a consideration in any industry.

The definition of workman is therefore very wide and typically covers a majority of the  
workforce. However, persons employed mainly in a ‘managerial or administrative capacity’,  
or a ‘supervisory capacity’ (earning more than INR 10,000) are specifically excluded. 

With the ever-changing nature and types of job profiles, designations and 
responsibilities, whether or not an employee falls under the definition of a workman 
must be assessed on the facts and circumstances of each case. 

b. Worker 

The provisions of the Factories Act, 1948 (Factories Act) are applicable only to 
‘workers’. This definition is distinct from the definition of workman provided under the 
ID Act and is much broader in scope. 



 
     
   

The term ‘worker’ has been defined under the Factories Act to include persons 
employed in any manufacturing process and therefore, the provisions of the Factories 

Act are applicable to most employees in a manufacturing establishment.

c. Persons in Positions of Management 

Persons occupying ‘positions of management’ (PoM) in establishments engaged 
in commercial activities are exempt from the applicability of the provisions of the 
State-specific legislations governing shops and commercial establishments (S&E 
Acts) in many States. While the term PoM is not defined under the statute, it has 
been interpreted by Indian courts to mean persons who have some control within the 
company or who can take decisions or sign contracts etc. on behalf of the company. 

In some States, the number of employees who can be classified as persons occupying 
PoM is regulated. Typically, in such States only 5% or 10% of the total workforce can 
be classified as persons occupying PoM, unless specific approval is obtained from the 
requisite authority. 

d. Contract Workers 

Workers who are provided to an employer through a third-party agency or a 
contractor, and who work out of the premises of that employer are classified as 
contract workers under Indian labour laws. An employer engaging 20 or more 
contract workers is required to comply with the provisions of the Contract Labour 
(Regulation and Abolition) Act, 1970 (CLRA). The threshold for the applicability of 
the CLRA varies from one State to another. For instance, its 50 in Maharashtra. If the 
contractor supplies 20 or more workers (or as per the State specific threshold), it 
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must obtain a license under the CLRA. Further, the principal employer who engages 
20 or more contract workers (or as per the State specific threshold) is also required 
to obtain a registration under the CLRA. 

e. Apprentices

Apprentices are individuals who undergo a training in an establishment for a specific 
duration and who are registered under the Apprentices Act, 1961 (Apprentices Act). 
The Apprentices Act regulates the training of apprentices in industries specified 
by the Central Government for imparting practical training. Some of the broad 
categories that apprentices can be classified into are graduate apprentice, technician 
apprentice, trade apprentice, vocational apprentice etc.

Establishments in the specified industries that have 40 or more employees are 
required to appoint apprentices. The number of apprentices that can be appointed in 
a financial year is limited to 2.5% to 10% of the average strength of the workforce in 
the preceding financial year.

Recently, to facilitate the movement of processes under the Apprentices Act to an 
online forum, the Government launched a national web portal. Employers in the 
specified industries are now required to obtain a registration on the national portal 
and upload data relating to the number of employees, nature of technical activities 
etc. on it.
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f. Others 

If an employee is not covered by any of the labour statutes, then the terms and 
conditions stipulated in the employment agreement and the organisation’s internal 
policies will primarily determine the rights and liabilities of the employer and the 
employee. Such employees typically include any managerial personnel, like the 
managing director, the chief operating officer etc.
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As discussed above, the type of employee involved and the nature of work performed 
by the employee are amongst the key criteria for determining the applicability of an 
employment statute to an employee and employer. However, each labour legislation 
imposes its own applicability criteria, and these do not always tend to be uniform 
across legislations. 

Applicability must be assessed at two levels – whether a statute applies to an 
establishment as a whole, and whether it applies to all employees or a specific section 
of employees. The criteria for applicability revolves around multiple factors such as 
the number of employees, the wages earned by them, their role in the organisation, 
duration of service etc. For instance, while the applicability of the Employees’ State 
Insurance Act, 1948, Employees’ Provident Fund and Miscellaneous Provisions Act, 1952 
and the Payment of Bonus Act, 1965 to an establishment is based on the establishment’s  
employee strength, the eligibility criteria to receive benefits under these statutes 
is contingent on the wages earned by the employee. The applicability of a labour 
legislation may also depend on the nature of the activity carried on by the organisation  
and whether it can be classified as a ‘factory’, ‘shop’ or a ‘commercial establishment’.

a. Statutes on wages

i. The Payment of Wages Act, 1936 (PW Act)  

	 This statute regulates the payment of remuneration to employees and contains  
 provisions regulating the time and manner of payment of wages and permissible  
 wage deductions. The PW Act does not apply to persons drawing wages of  
 INR 24,000 or more per month. In some States however (for example Haryana),  
 the wage threshold for applicability of this statute has been removed.

KEY LEGISLATIONS AND  
THEIR APPLICABILITY CRITERIA 

02
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ii. The Minimum Wages Act, 1948 (MW Act)

	 The MW Act provides for fixation and enforcement of minimum wages in  
 certain specified jobs that are set out in the Schedule of the MW Act. The  
 objective of the MW Act is to ensure a minimum subsistence wage for all  
 employees and to prevent exploitation of labour through payment of low wages.  
 The minimum wage varies between States and is usually revised twice a year to  
 meet any change to the cost of living index. 

b.	 Statutes	on	benefits	and	social	security

i.	 The	Employees	Provident	Fund	and	Miscellaneous	Provisions	Act,	 
	 1952	(EPF	Act)

 This is one of India’s most important social security legislation. The  
 statute provides for the institution of a contributory provident fund, pension  
 fund and deposit-linked insurance scheme for employees. The contributions  
 under the EPF Act are required to be made both by the employer and the  
 employee. An employee is required to contribute 12% of his monthly salary  
 (including basic wage, dearness allowance and retaining allowances) and the  
 employer is required to make a matching contribution to the scheme. 

 The statute applies to factories and other notified establishments employing 20  
 or more persons. Once an establishment is covered under the EPF Act, it continues  
 to get covered even if the strength of its employees goes below 20 persons.
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ii.	 The	Employees’	State	Insurance	Act,	1948	(ESI	Act)

 The ESI Act provides for benefits to an employee in case of sickness, maternity,  
 temporary or permanent physical disablement and employment injury. The  
 statute also guarantees medical care to workers and their immediate  
 dependants. Employees who earn up to INR 21,000 a month can avail these  
 benefits from a government medical leave scheme called Employees State  
 Insurance, which is governed by the ESI Act.  

iii. The Payment of Gratuity Act, 1972 (PG Act)

	 The PG Act is a central Act and applies to all establishments which employ 10 or  
 more people. The PG Act requires that an employee be paid gratuity upon  
 cessation of employment provided he has completed at least five years of  
 continuous service (as defined under the PG Act) with the organisation.  
 Gratuity is payable to all employees, both workmen and non-workmen/  
 managerial employees. 

iv.	 The	Maternity	Benefit	Act,	1961	(MB	Act)

	 This statute regulates maternity leave, maternity bonus and other benefits with  
 respect to childbirth. It is applicable to establishments in which 10 or more  
 persons are employed. 

 The Maternity Benefit (Amendment) Act, 2017 (Amendment) received  
 Presidential assent on 27 March 2017 and has been brought into force with  
 effect from 1 April 2017, while provisions relating to crèche facilities have been  
 made effective from 1 July 2017. Some of the key changes under the Amendment  
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 are: (a) increase in the duration of maternity leave from 12 weeks to 26 weeks  
 (for two children), (b) paid adoption (for adopting a child up to three months of  
 age) and surrogacy leave of 12 weeks, (c) work from home option after the  
 period of maternity leave subject to agreement with the employer on the same,  
 (d) crèche facilities in establishments with 50 or more employees, and (e) an  
 obligation on the employer to notify every newly appointed woman employee  
 about the benefits available under the MB Act. 

v.	 The	Payment	of	Bonus	Act,	1965	(PB	Act)

 This legislation provides for payment of compulsory bonus to persons employed  
 in a specified establishment under defined circumstances. It applies to every  
 factory and establishment that employs 20 or more persons and the bonus  
 payable under this statute is not linked to the performance of the employee. All  
 employees earning up to INR 21,000 per month and who have worked in the  
 establishment for not less than 30 working days in the year, are eligible to  
 receive the statutory bonus.

vi.	 The	Employees’	Compensation	Act,	1923	(EC	Act)	

 This Act requires payment of compensation to an employee and his dependants  
 in case of injury by industrial accident including occupational diseases. The main  
 objective of the EC Act is to impose an obligation upon an employer to pay  
 compensation to workers for accidents arising out of and in the course of  
 employment. The compensation under this legislation is only payable to  
 employees who are not receiving benefits under the ESI Act. 
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vii.	 The	State-specific	Shops	and	Establishments	Acts

	 The State-specific legislations governing shops and commercial establishments  
 (S&E Acts) prescribe basic terms of employment such as work hours, overtime  
 payment, leave entitlement, termination mechanism etc. All shops and  
 commercial establishments operating within each State are covered by the  
 respective S&E Act which may differ from one State to another. However,  
 factories are not covered by the S&E Acts.

viii.	The	Factories	Act,	1948	(Factories	Act)	

 The Factories Act contains provisions for ensuring the welfare of workers  
 employed in factories in terms of health, safety, working hours, benefits, leave,  
 overtime pay etc. It applies to any premises where 10 or more workers with the  
 aid of power or 20 or more workers without the aid of power are working or  
 were working on any day of the preceding 12 months, where manufacturing  
 process is being carried on.
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c.	 Statutes	on	anti-discrimination	and	the	protection	of	certain	classes

i.	 The	Sexual	Harassment	of	Women	at	the	Workplace	(Prevention,	 
	 Prohibition	and	Redressal)	Act,	2013	(Prevention	of	Sexual		  
	 Harassment	Act)

 The objective of this law is to prevent and protect women against sexual  
 harassment at the workplace and provide for effective redressal of sexual  
 harassment complaints. For complaints that deal with sexual harassment, the  
 law mandates that a specific procedure be followed which includes formulating  
 and publishing a policy on the subject, constituting a committee (with an  
 external member) to address the complaint and following the strict timelines  
 prescribed under the Prevention of Sexual Harassment Act. 

ii.	 The	Child	Labour	(Prohibition	and	Regulation)	Act,	1986	(CL	Act)

	 The CL Act prohibits the employment of children below 14 years in all  
 occupations except in non-hazardous family business and of child artists in the  
 entertainment industry and sports. 

iii.	 The	Equal	Remuneration	Act,	1976	(ER	Act)

	 The ER Act mandates payment of equal remuneration to men and women  
 workers and prohibits discrimination against women in connection with  
 employment.



 
     
   

d. Other statutes

i.	 The	Industrial	Disputes	Act,	1947	(ID	Act)	

	 The ID Act is one of India’s most significant employment legislations governing  
 employer-employee relationships. It contains the mechanism for settlement of  
 disputes between two or more employers, between employers and employees, or  
 between two or more employees, relating to the employment or non-employment  
 or the terms of employment or with the conditions of employment. It also  
 stipulates various conditions for effecting a layoff, retrenchment (termination),  
 strike, lockout and closure of an establishment. The ID Act applies to every  
 industrial establishment carrying on any business, trade, manufacture or   
 distribution of goods and services irrespective of the number of workmen  
 employed in the establishment. Every person employed in an establishment for  
 hire or reward including contract labour, apprentices and part-time employees  
 to do any manual, clerical, skilled, unskilled, technical, operational or supervisory  
 work is covered by the ID Act.

ii.	 The	Contract	Labour	(Regulation	and	Abolition)	Act,	1970	(CLRA)	

 This law governs and regulates the employment of contract labour performing  
 casual, seasonal or irregular work and prescribes the duties of the contractor  
 and the principal employer. The CLRA applies to every contractor or principal  
 employer of an establishment in which 20 or more persons are engaged on any  
 day of the preceding 12 months on contract (although some States have  
 prescribed different thresholds).

12                                                        Employment Law in India - Key Legislations, January 2019



 
     
   

13                                                        Employment Law in India - Key Legislations, January 2019

iii.	 The	Industrial	Employment	(Standing	Orders)	Act,	1946	(SO	Act)

 The SO Act prescribes the framework for establishments to formally define and  
 publish the conditions of employment of workmen. It usually applies to all  
 industrial establishments where 100 or more workmen are employed (different  
 thresholds may apply in some States) or were employed on any day of the  
 preceding 12 months.

 Additionally, all the Central and State legislations referred to above are  
 supported by procedure-based rules prescribed by either the Central or State  

 Government or both.

e.	 Legislations	specific	to	women

Although the Prevention of Sexual Harassment Act and the MB Act specifically 
provide for the welfare and protection of women, there are a number of other 
statutes also that have special provisions for the benefit of women workers such as 
the Factories Act, Mines Act, 1952, Plantation Labour Act, 1951, CLRA etc. 



 
     
   

REGISTRATION AND LICENSING 
REQUIREMENTS UNDER INDIAN LABOUR LAWS

03

A number of labour legislations require employers to obtain a registration or license 
at the time of employing personnel or when the establishment is covered by the 
provisions of the specific legislation. For instance, every commercial establishment is 
required to obtain a registration under the S&E Act to be able to employ personnel. 
Similarly, an entity undertaking manufacturing activities has to apply for a license 
under the Factories Act.

Apart from obtaining registrations and licenses, employers are required to maintain 
registers and records and make periodic filings under various labour legislations. 
These requirements usually vary from one State to another.



 
     
   



 
     
   

CONCLUSION04

In the absence of a single comprehensive employment code in India, employers are 
required to keep track of legislative developments both at the Central and State level 
to ensure all-round compliance. 

The Government in India has adopted a reform-oriented approach to make India a 
more fertile ground for investments. It has been making a concerted effort to amend 
and streamline age-old employment laws in the country, to introduce reforms in 
the system to enhance job creation, boost the country’s manufacturing sector and 
attract investments. One of the measures being considered by the Government is 
to consolidate employment laws in the country into unified codes. This is aimed at 
making it easier for employers to ensure compliance with legal requirements and do 
away with the multiplicity of labour laws that is inherent in the existing system. 
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D I S C L A I M E R

The contents of this document are intended for informational purposes only 
and are not in the nature of a legal opinion. The information set out in this 
document is based on applicable law as on the date hereof and is limited to 
the laws referred to herein. Readers are encouraged to seek legal counsel 
prior to acting upon any of the information provided.  
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