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Pillars of Indian Economy 

 

 

 

Health 

Healthcare industry comprises hospitals, medical devices, clinical trials, outsourcing, 

telemedicine, medical tourism, health insurance and medical equipment. 

India’s healthcare delivery system is categorised into two major components - public and 

private. 
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The government (public healthcare system), comprises limited secondary and tertiary 

care institutions in key cities and focuses on providing basic healthcare facilities in the 

form of Primary Healthcare Centres (PHCs) in rural areas. 

The private sector provides a majority of secondary, tertiary, and quaternary care 

institutions with major concentration in metros, tier-I and tier-II cities. 

India’s public expenditure on healthcare is only 2.1% of GDP in 2021-22 while Japan, 

Canada and France spend about 10% of their GDP on public healthcare. 

Even neighbouring countries like Bangladesh and Pakistan have over 3% of their GDP 

going towards the public healthcare system. 

Education 

Education is one of the most important aspects of development. It has a significant 

impact on a country's economic prosperity. Without considerable investments in human 

capital, no country can achieve long-term economic progress. 

It helps in the development of human capital, productivity, creativity, poverty reduction, 

encourages entrepreneurship, technological advancements, women empowerment, social 

development, health awareness, and other areas where economic development can be 

boosted. 

Amenities 

Any economy has three sectors – the primary sector (related to agriculture), the 

secondary sector (the industrial sector which is concerned with manufacturing goods), 

and the tertiary sector (the service sector). The service sector has developed so much in 

India only in the past few decades. At the time of independence, the Indian economy 

heavily depended on the primary sector, but now it is the service sector that drives the 

economic growth. The contribution of the service sector to the Indian economy is 

enormous. It accounts for over 50% of the Indian GDP (more than the primary and 

secondary sectors combined). Besides, it has the highest labour productivity. This article 

will cover the importance of the service sector in India. 

Environment 

That a healthy environment is the backbone of a resilient economy is not an exaggeration. 

The environment provides a wide range of services that in turn drive long-term economic 

growth. And this mechanism far outweighs short-term gains that can be derived by 

overlooking the environment. Importantly, the impact of environmental degradation is far 

greater on India’s poor. This fact prompts the question: Is the value of ecosystem services 
included in our GDP? The answer is ‘no’ – and this is a part of the reason why 

environmental protection is not a policy priority. Models of valuation of ecosystem 
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services are emerging globally, and it would be appropriate to take a bold step towards 

factoring this in our GDP computations. 

IT/Transport 

The IT & BPM sector has become one of the most significant growth catalysts for the 

Indian economy, contributing significantly to the country’s GDP and public welfare. The 
IT industry accounted for 7.4% of India’s GDP in FY22, and it is expected to contribute 
10% to India’s GDP by 2025. 

As innovative digital applications permeate sector after sector, India is now prepared for 

the next phase of growth in its IT revolution. India is viewed by the rest of the world as 

having one of the largest Internet user bases and the cheapest Internet rates, with 76 crore 

citizens now having access to the internet. 

A good transport system can broaden the market for goods. It can also make the 

movement of raw materials, fuel, equipment, etc. to the places of production easy. 

Further, it opens up remote regions as well as resources for production. Also, as transport 

facilities increase, the demand for motor vehicles, locomotives, ships, etc. increases too. 

This leads to the start of industries which specialize in these goods. let’s take a quick look 
at the transport system and understand how it contributes to the economic development in 

India. 
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acclerating  entrepreneurship  

Performance of Service Sector in Indian Economy 

The Services sector is not only the dominant sector in India’s GDP, but has also 
attracted significant foreign investment, has contributed significantly to export 
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Forms of Enterprises 

Six forms of enterprises that you can start in India are:  

1. Sole Proprietorship  

2. Partnership Firm  

3. Company  

4. Limited Liability Partnership   

5. One-person Company  

6. Small Companies 

1. Sole Proprietorship: 

This is the simplest and easiest way to get started. Just decide on a name and start using it. A sole 

proprietorship is not restricted from employing people, acquiring assets, registering intellectual 

property, or opening a bank account. There is no paperwork necessary to indicate formation of 

the venture. It requires very little by way of documentation and legal compliances. The problem 

is that this structure is not conducive to growth. 

A sole proprietorship implies a one-man show and in case more partners are taken on to fastens 

growth, the structure of the firm has to be changed to a partnership firm or a company. Lenders 

are also unwilling to lend as the business is in the hands of one individual and so, the risk is high. 

In case of liabilities arising from the conduct of the business, the losses have to be covered by the 

personal assets of the proprietor. The liability of the proprietor to pay off all creditors is 

unlimited. 

2. Partnership Firm: 

Two or more people can come together to form a partnership firm. It is required to draft a 

partnership deed, which is signed by all the partners indicating the formation of the partnership. 

This deed must clearly specify the name of the firm, the names of the partners, the capital 

contributed by each partner (currently and in the future), the ratio of sharing profit or loss 

between partners, the business of the partnership, the duties, rights, powers and obligations of 

each partner, and other relevant details. One of the partners can also be designated the managing 

partner. Particulars of salaries and other payments to the partners can also be mentioned in the 

deed. 

The advantage of the partnership firm is that two or more people can come together to start a 

business and the regulatory and disclosure norms are relatively simple. The main disadvantage is 

that even in this form of business, the partners’ liability to pay off creditors is unlimited. 
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3. Company: 

The legal status of a company is different from that of its members. The risk that any person 

takes by investing personal money in a company is restricted to the amount of his/her 

investment. The creditors and lenders of company cannot force the member to pay debts due to 

them by the company out of the member s personal funds. 

A company may either be a private limited company or may be formed as a public limited 

company. The members of the company appoint directors who are responsible for the 

management of the company. The directors are collectively known as the Board of Directors. 

A private limited company can be formed with a minimum of two members and a public 

company may be formed with a minimum of seven members. A private limited company can 

have a maximum of 50 members excluding employee-members; whereas there is no maximum 

limit on the number of members of a public company. 

The memorandum of association and the articles of association have to be filed with the 

Registrar of Companies in order to incorporate a company. The memorandum of association is 

the charter of the company and specifies the name of the company, the business and activities it 

can carry, its address, the capital of the company, and details of the persons who have formed the 

company. The articles of association of the company specify the rules and regulations of the 

company, the rights, duties, and liabilities of the members and directors. 

One may start with a private limited company and later on, when the number of members 

increases up to 50, the company may be converted into a public company by suitable 

amendments in the memorandum and articles of association of the company. 

The major advantage of a company set-up is that the liability of the members is restricted to the 

extent of the member’s investment in the company; his/her personal property is not put at risk. 
The company form of organization is most suitable for modern times because it provides a route 

whereby ownership (members) can be separated from management (directors). 

Though members can become directors, it is not always necessary. Even outsiders can be 

appointed as directors. The funding may be provided by the investor-members and the 

management may be in the hands of the promoter-members. If required, the investor-members 

may be appointed as directors. 

4. Limited Liability Partnership: 

This is a concept new to India and it was introduced on the recommendations of the J.J. Irani 

Committee. The unlimited liability of partners is the main reason why partnership firms have not 

been able to grow in size to be internationally competitive. The Limited Liability Partnership 

(LLP) has the benefits of limited liability but the members of the partnership have the flexibility 

to structure their organization as in a traditional partnership. 

In an LLP, the LLP as an entity is liable for the full extent of its assets but the liability of 

individual partners is limited. So, now personal assets of partners are protected from liability 

arising from wrong decisions of other partners or employees not under their direct supervision. 
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The assets of a partner cannot be attached to pay the liabilities of arising from the conduct of 

business in an LLP. However, one important distinction from a company is that the liability of a 

‘negligent’ partner continues to remain unlimited. The definition of a ‘negligent’ partner is sure 
to be much debated. Any new or existing firm of two or more persons can form an LLP. 

The J.J. Irani Committee report recommends two more forms that will be of significance to 

entrepreneurial ventures. These recommendations have not yet been implemented as of now, but 

are likely to be implemented in the near future. 

5. One-person Company: 

The concept of a one-person company (OPC) will encourage corporatization of entrepreneurial 

ventures. It is recommended that the OPC be registered as a private company with one member 

and at least one director. To distinguish it from other companies, the suffix OPC can be used. 

6. Small Companies: 

Very demanding statutory requirements and an imposing fee structure discourage small 

companies from incorporation. The J.J. Irani Committee recommended that a framework should 

be developed to encourage growth of small corporate entities. It should enable them to achieve 

transparency at a low cost through simplified statutory and audit requirements and a reasonable 

fee structure. 
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Linkages between Agriculture and Industry 

These two sectors are not competitive but are complementary to each other. The futures of 

agriculture and industry are closely linked with each other in the sense that expansion in 

agriculture depends on the supply of industrial inputs and the expansion in industry is tied up 

with the development of the agricultural activity. 

Industry will not progress unless agriculture is sound, stable, and progressive. Because of this 

interdependence these sectors are complementary, and not competitive. In the development of an 

underdeveloped economy, there is as such no conflict between agricultural and industrial 

development. 

The three most important linkages are : production linkages, demand linkages, and saving-

investment linkages. 

Production linkages arise from the interdepen-dence between agriculture and industry through 

the use of productive inputs. Agriculture draws some raw materials, like chemical fertilisers, 

pesticides, electric power, agricultural machinery and imple-ments, etc., from the industry. 

Agriculture is also dependent on industry for the supply of materials for building up social and 

economic overheads in the agricultural sector. 

Further, many raw materials and inputs used in industrial production, e.g., cotton, jute, 

sugarcane, tobacco, etc., is supplied by the agricultural sector. Such production linkages 

demonstrate that a 10 p.c increase in agricultural output results in an increase in industrial output 

by as much as 5 p.c 
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Demand linkages between the two sectors suggest that demand for one sector’s product pulls 
demand for another sector in an upward direction. Urbanisation and industrialisation are 

synonymous. Under the impact of Green Revolution, agriculturists now experience rising rural 

incomes which has brought a change in the pattern of tastes and preferences of rural people. 

Increased rural income has resulted in an entry of industrial consumer goods, like TV, 

refrigerator, modem, car, footwear, refined sugar, edible oils, motorbikes, etc. 

The impact of rising urban incomes and industrialisation has a favorable impact on the demand 

for food, vegetables, fruits, various raw materials produced in the agricultural sector. It has been 

an article of faith in India that the demand stimulus for industrial expansion would likely come 

mainly from agriculture with low social and economic costs. 

Savings-investment: A self-reliant agriculture capable of exporting surplus food-grains helps in 

saving scarce foreign exchange resources of the country. Now these resources can be better 

utilised for importing capital goods and crucial raw materials needed for industrialisation effort. 

As agricultural production and productivity rises, marketable surplus increases which leads to 

rural industrialisation. Again, the rising volume of savings and capital formation consequent 

upon rising farm incomes give strong stimulus to demand for manufactured goods. Investment in 

one sector pulls investment of other sectors up thereby accelerating overall growth rate of the 

economy. 

The rise in non-farm incomes leads to an increase in the demand for various agricultural 

products. In the process, agricultural sector becomes diversified, modernised. Most importantly, 

the relative terms of trade between the two sectors affect the flow of resources from one to 

another sector. Terms of trade will improve for agricultural sector if over a period of time the 

prices of agricultural commodities move at a higher rate than the prices of manufactured articles. 

Thus, the terms of trade favouring agriculture results in an increased real income and hence, 

increased private saving and investment. The relative terms of trade also influence government 

saving and investment in these two sectors. 

Dependence of agriculture on industry  

a) It regularly supplies scientific tools and equipment’s like tractors, harvesters, pump-sets 

chemical fertilizers etc. to agriculture increase the per hectare production.  

b) To increase the market for finished agricultural goods some infrastructural development 

like roads, railway, storage etc. are very essential. In this connection industry plays a vital 

role.  

c) Industries provide huge employment opportunities and therefore help to absorb all the 

surplus labour of agriculture.  

d) Agriculture sector also dependent on industry for different types of consumer goods like 

bi-cycle, torch, radio etc. 
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UNIT – V 

LEGAL FACETS OF BUSINESS & INDUSTRY 

 

Factories Act, 1948 

The Factories Act, 1948, regulates the working hours for all workers. According to the Act, a 

working week should not exceed 60 hours. The objectives of this Act are to regulate the hours or 

working time in factories so that workers are not overworked or unduly exhausted. 

The objectives of this Act are to regulate the hours or working time in factories so that workers 

are not overworked or unduly exhausted. The Act’s main objectives are also to protect workers’ 
health and safety. 

The Factories Act, 1948, mandates the payment of minimum wages to the workers by 

prescribing a fixed pay rate. An employer shall pay their employees at least the prescribed 

minimum wage rate. If an employee is paid less than minimum wage, the employer should pay 

that employee at least what the law requires. This Act reminds employers that any failure on 

their part to comply with its provisions will have serious legal consequences. 

The Act requires employers to allow a weekly holiday to their workers. It further makes it 

obligatory for the employer to provide proper sanitary facilities and a clean potable water supply 

in the factory or workplace. Strict action will be taken against the employer if they fail in 

providing these facilities to the workers. 

Employers are also required to set up first aid boxes in their factory, store first aid records, and 

ensure proper arrangements for transporting injured workers to a hospital or in-house medical 

facilities 

The Act has several relevant provisions defining the duty of an employer who has in-house 

medical facilities and the duty of a doctor who is an official medical officer at the factory. The 

Act also defines the procedure to be followed if a complaint of any kind is received by or made 

to the government’s labour department. 

The Factories Act, 1948, also provides for implementing some administrative measures 

regarding which subsequent governments have framed appropriate rules. 

Some of these measures are as follows: 

 The Factory Act, 1948, has provisions for the constitution of a Child Labour Committee 

in every factory. This committee should consist of employers, workers, representatives 

from local authorities and a medical officer. 

 An industrial dispute between the employer and worker(s) can be resolved by a 

Conciliation Officer appointed by the government. The authority of this officer is to 

conciliate and not to mediate. 
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 The governments appoint labour officers to look after factory workers’ interests; this 
officer is a government official. The labour officers must see that no violation of any 

provisions of the Factories Act, 1948, takes place at any factory in their territories 

 The state governments or local authorities have set up welfare funds in every factory. 

This fund may be established for general or specific purposes depending upon 

entrepreneurs’ or local authorities’ initiatives. 

Objectives of Factories Act, 1948 

• To protect the health and safety of workers 

• To ensure that factories adhere to global best practices in the factories 

• To provide a fair and decent livelihood for all working-class people 

• To reduce any social or industrial tensions 

Provisions of Factories Act, 1948 

 Factories Act, 1948, limits work hours to 48 hours a week, and overtime work should not 

be more than nine hours a day. Factory Schedule Rules specify that a limited working day 

shall not exceed ten consecutive hours; this regulation does not apply during a public 

holiday or when an emergency requires immediate action and substantial loss has 

occurred. 

 The Factories Act, 1948, sets the safety standards for workers employed in factories. It is 

applied to manufacturing goods, including weaving, knitting of hosiery and other 

knitwear, clothing and footwear production, dyeing and finishing textiles, etc. 

 The Factories Act was passed in 1948 by the Parliament of India. The Act is landmark 

legislation aimed at deriving maximum profit for the industrial sector in India. The 

Factories Act is also known as the Factories (Amendment) Act, 1951, and it has been 

amended four times since its inception to meet the needs of India’s industrial scenario 
and business practices. The Factories Act, 1948, falls under the category of Labour Laws 

in India. 

 The Factories Act, 1948, repealed the Child Labour (Prohibition and Regulation) Act 

1956; this Act was applied to factories only employing 20 or more worker. 

 

Minimum Wages Act 1948 

The Minimum Wages Act 1948 is an Act of Parliament concerning Indian labour law that sets 

the minimum wages that must be paid to skilled and unskilled labours. An Act to provide for 

fixing minimum rates of wages in certain employments. 
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This is the type of wage provided for bare subsistence so that the workers can maintain a decent 

standard of living such as providing for education, medical requirements and an adequate level 

of comfort. 

The main objective behind minimum wages of the workers should be primarily because of two 

reasons: 

 Social objective: Minimum wage is essential for abolishing poverty by providing a basic 

standard of living to the employees. 

 Economic objective: The rate of minimum wage should be fixed in such a way that 

would motivate the workers to put in maximum efforts at their jobs and thus improve the 

economy of the country and their standard of living. 

Objectives 

 To fix the minimum rates of wages that are to be provided to the employees and revise such 

rates of wages every five years.  

 To secure an adequate living wage for all the labourers in the interest of the public. 

 To fix the daily working hours of the employees. 

 To prevent exploitation of the workers by the employers.  

 To ensure that the labourers can maintain a decent standard of living. 

 To provide basic physical needs, good health and a level of comfort to the employees. 

 To penalise the employers when they fail to provide minimum wages to the workers. 

 To establish advisory boards to regulate and administer the provisions of the Act. 

 To lay down the powers and duties of the inspectors for the purposes of this Act. 

 To prevent any employer from wrongfully infringing the right of any employees. 

 To establish appropriate authorities where the employees can seek redressal when the 

employer has failed to pay the daily wage.  

 To authorise the Central and state governments to make rules and regulations for the 

purposes of this Act 

 Under Section 3 of the Act, the minimum wages payable to the employees are to be fixed by 

the appropriate government. However, this Section also mentions that the rate of wages shall 

be revised every five years. The appropriate government may fix: 

 The minimum rate of wages for time work, 

 the minimum rate of wage for piece work, 
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 a minimum rate of remuneration to apply in the case of employees employed on piece work 

for the purpose of securing to such employees a minimum rate of wages on a time work 

basis, 

 a minimum rate of wage to substitute the for the minimum rate which would otherwise be 

applicable, in respect of overtime work done by employees 

Employment Insurance Act 1948 

An Act to provide for certain benefits to employees in case of sickness, maternity 

and. employment injury and to make provision for certain other matters in relation there to. 

The Employees State Insurance Act of 1948 has been enacted with the objective of securing 

financial relief in cases of sickness, maternity, disablement and for providing medical benefits to 

employees of factories and establishments, and their dependents. 

The Employees State Insurance Act of 1948 has been enacted with the objective of securing 

financial relief in cases of sickness, maternity, disablement and for providing medical benefits to 

employees of factories and establishments, and their dependents. The act is also applicable to 

non-seasonal factories using power and employing 10 or more employees, and non- power using 

factories and certain other establishments employing 20 or more employees. Employees and 

employers contributes to the scheme, and various benefits are given to eligible employees like, 

sickness benefit, maternity benefit, disablement benefit, etc. All benefits are delivered thereof 

ESIs hospitals, clinics and approved independent medical practitioners 

• Maternity Benefits: The Act provides for periodical payments to an insured woman in 

case of confinement or miscarriage or related sickness. Workers covered by the Act can 

claim maternity benefit upto 70 percent of their salary. (Section 46) 

• Discharge from Employment: Employers are prohibited from dismissing, discharging, 

or otherwise punish an employee, during the period when the employee is in receipt of 

maternity benefit. (Section 70) 

• Employees, a state insurance act 1948, plays a major role in the welfare of many 

employees. The functions of this act are as follows: 

• Under section 17 of the constitution, the employee’s state insurance act 1948 can recruit 

staff members. Along with this, it can also provide gratuity and some other fund related 

benefits to the eligible staff members.  

• According to the powers of this act, it can invest or take money from the central 

government sanction for providing better facilities to employees.  

• The Employees state insurance act 1948, can recruit or hire the social security officers to 

implement practices of the act among the other bodies of India. These officers have the 

power to enforce the implementation of practices of this act.  
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• The Employee’s state insurance act 1948 also collects some amount of money from the 
compensation of employees to regulate all its functioning and to facilitate other 

employees.  

• The Director-General of employees states insurance act has the authority to make 

decisions for facilitating the act’s implementation. He can also modify the 
implementation strategies according to the need.  

• It is the responsibility of the employee’s state insurance act 1948 to maintain the budget 

of all expenditures, which are done to provide compensation and other facilities to the 

employees. 

Employee Provident Fund and Miscellaneous Provisions Act, 1952 

An Act to provide for the institution of provident funds for employees in factories and other 

establishments 

This is an Act to provide for the institution of provident funds, pension fund, and deposit-linked 

insurance fund for employees. Employees' Provident Fund Organisation (EPFO) is one of the 

largest social security organisations in India in terms of the number of covered beneficiaries and 

the volume of financial transactions undertaken. 

EPF is a welfare scheme brought into force to secure a better future for employees. It is a 

statutory benefit available to the employees post retirement or when they leave the services. In 

case of deceased employees, their dependents will be entitled for the benefits. Under the 

Employees’ Provident Fund Scheme (EPF Scheme) both employers and employees have to make 
their contributions towards the Fund. Interest earned on the amount is credited to the member’s 
Provident Fund Account (PF account) and is available to the employee at the time of retirement 

or exit from employment as the case may be, provided certain conditions are fulfilled. 

Types of schemes under the Act 

1. Employees’ Provident Fund Scheme, 1952: Employees’ Provident Fund Scheme was 
set up under the Act for the purpose of providing a post retirement benefit for the 

employees or a class of employees or their legal heirs in case of death, employed under 

an establishment to which this Act applies. 

2. Employees’ Pension Scheme, 1995: Employees’ Pension Scheme was framed under the 
Act for the purpose of providing the superannuation pension, retiring pension or 

permanent total disablement pension to the employees of any establishment or class of 

establishments to whom this Act applies; and widow or widower’s pension, children 
pension or orphan pension payable to the beneficiaries of such employees. 

3. Employees’ Deposit-linked Insurance Scheme, 1976: Employees’ Deposit-linked 

Insurance Scheme (EDLI Scheme) was framed under the Act for the purpose of 

providing insurance benefits to the employees of an establishment or a class of 

establishments to whom this Act applies in case of death while in service. 

Applicability 
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The Employees’ Provident Funds and Miscellaneous Provisions Act provides for compulsory 
contributory fund for the future of an employee after his/her retirement or for his/her dependents 

in case of the employee's early death. It extends to the whole of India except the State of Jammu 

and Kashmir and is applicable to: 

 Every factory engaged in any industry specified in Schedule 1 in which 20 or more 

persons are employed. 

 Every other establishment employing 20 or more persons or class of such establishments 

that the Central Govt. may notify. 

 Any other establishment so notified by the Central Government even if employing less 

than 20 persons. 

Every employee, including the one employed through a contractor (but excluding an apprentice 

engaged under the Apprentices Act or under the standing orders of the establishment and casual 

laborers), who is in receipt of wages up to Rs.15,000 p.m. shall be eligible for becoming a 

member of the fund. The condition of three months continuous service or 60 days of actual work 

for membership of the scheme has been removed. 

Eligibility to be the member of EPF 

Enrollment for PF membership is mandatory for: 

1. Any person employed for wages for any work of an establishment either manual or 

otherwise. 

2. Any person employed through a contractor or engaged as an apprentice but not being an 

apprentice under Apprentices Act, 1961. 

3. Any person under the standing orders of an establishment, earning less than or equal to 

Rs. 15,000 per month other than the excluded and exempted employees under Section 17 

of the Act. 

Withdrawals from EPF account 

1. The funds from an EPF account can be withdrawn completely in full settlements on 

attaining 58 years of age or at the time of retirement the employee can claim for a 

complete settlement or if an employee remains unemployed for a period of 2 months or 

more or in the case of death while in service before attaining the age of retirement, in 

which case the nominees or legal heirs are entitled to withdraw the accumulated fund. 

2. The partial withdrawal of funds from the EPF is available for educational opportunity, 

medical treatment, repayment of home loan, marriage, purchase of land/house/flat, in 

case the establishment/factory is closed, natural calamity, an year before retirement and 

unemployment for a period of more than one month. 

Benefits 

The employees covered under the various schemes of the Act are entitled for the following 

benefits 



 

7 

 

PERSPECTIVES OF BUSINESS & INDUSTRY / UNIT – V / LEGAL FACETS OF BUSINESS & INDUSTRY 

 Employees can take advances or make withdrawals. 

 PF amount of a deceased member is payable to the nominees or legal heirs. 

 The employer not only contributes towards the PF but also makes the necessary 

contributions towards the employee’s pension which can be used by the employee post-
retirement 

 Under the EDLI Scheme employees are properly insured in order to avail the lump sum 

benefit at the time of death while in service. 

 EEE (Exempt, Exempt, Exempt) tax benefit under the Income Tax Act enables tax-free 

returns for the employees. 

 Employees receive special benefits in the form of added income to their savings in the 

form of interest. 

 PF account can be transferrable if any member changes employment from one 

establishment to another where such Provident Fund scheme is applicable. 

 

Contract Labor Act, 1970 

An Act to regulate the employment of contract labour in certain establishments and to provide 

for its abolition in certain circumstances and for matters connected therewith.  

The Contract Labour (Regulation and Abolition) Act, 19701 was enacted to regulate the 

employment of contract labour in certain establishments and to provide for its abolition in certain 

circumstances. 

Applicability:  

The act is applicable to: 

 Every establishment in which twenty or more workmen are employed or were employed 

on any day of the preceding twelve months as contract labour; 

 Every contractor who employs or who employed on any day of the preceding twelve 

months twenty or more workmen 

Non- applicability: 

An establishment which performs an intermittent or casual nature of work. 

 The appropriate Government shall decide upon the intermittent or casual nature of work 

after consultation with the Central Board/ State Board. 

Compliances under the Act 

Principal Employer:  

a) Within 15 days of commencement or completion of each contract work under each contractor, 

submit a return to the inspector, intimating the actual dates of commencement and completion of 

such contract work. 
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b) Submit annual returns to the registering officer concerned not later than, 15th February 

following end of the year to which it relates. 

Contractor: File half yearly returns with the concerned Licensing Officer not later than 30 days 

from the close of the half year. 

 

Liabilities and responsibilities of Principal Employer 

 The Principal Employer shall provide the essential amenities like Canteen (above 100 

contract labours), rest rooms, drinking water facilities and first aid facilities if the same is 

not provided by the Contractor (Sec 16 to 19). 

 The expenses incurred on amenities by the Principal employer may be recovered from the 

contractor either by deduction of any amount payable to the contractor under any contract 

or as a debt payable by the contractor (Section 20). 

 The Principal employer must ensure the disbursement of wages through Contractor 

within the expiry of prescribed period by nominating a representative. If the Contractor 

fails to make payment or makes short payment then, the principal employer shall be 

liable to make payment of wages in full or the unpaid balance and recover the amount so 

paid from the Contractor (Section 21) 

 

Maternity Benefit Act 1948 

The Act applies to mines, factories, circus, industry, plantation and shops and establishments 

employing ten or more persons, except employees covered under the Employees State Insurance 

act, 1948. It can be extended to other establishments by the state governments. There is no wage 

limit for coverage under the Act. The Central Government is Appropriate Government in respect 

of the Circus Industry and Mines 

ESIC provides 100% of average daily wages in cash up to 26 weeks in confinement and 6 week 

in case of miscarriage, during maternity leave and 12 weeks for commissioning mother and 

adopting mother. 

Objectives 

• Maternity Benefit is payable for a maximum period of 26 weeks upto 2 surviving 

children in case of confinement of which not more than 8 weeks shall precede the 

expected date of confinement, on production of form 17, 18, 19, 20 and 21. 

• Miscarriage or Medical Termination of Pregnancy (MTP)-payable for 6 weeks (42 days) 

from the date following miscarriage. 

• Sickness arising out of Pregnancy, Confinement, Premature birth-payable for a period not 

exceeding one month-on the basis of Forms 7, 8, 9 and 10. 
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• In the event of the death of the Insured Woman during confinement leaving behind a 

child, Maternity Benefit is payable to her nominee on production of Form 24 (B). 

• Maternity benefit rate is 100% of average daily wages. 

Industrial Disputes Act 

Industrial Dispute means any dispute or differences between employers and employers or 

between employers and workmen or between workmen and workmen which is connected with 

the employment or non-employment or the terms of employment or with the conditions of labour 

of any person 

Industrial disputes are a part of organizational life and arise out of various economic or non-

economic causes. The economic causes relate to compensation such as wages, bonus, 

allowances, conditions of work, working hours, leave, holidays without pay, unjust layoffs, and 

retrenchments. The non-economic factors include victimization of workers, ill-treatment by staff 

members, sympathetic strikes, political factors, indiscipline, etc 

Objectives 

• The act was implemented to provide for machinery and procedure for the investigation 

and settlement of industrial disputes, applicable to all irrespective of size and sector. It 

even has provisions regarding conditions for layoffs, retrenchment (reduction in the size 

of operations) and closure of industry. 

• This clause arises controversy regarding the act, particularly as per Chapter V-B. There 

have been multiple amendments that have been made over the years for this clause. The 

chapter states the following: 

• If an industrial establishment employs more than 50 persons, it needs to give 60 day’s 
notice, citing reasons of closure to the appropriate government before the closure of the 

industry. It was increased to 90 days in 1982. 

• If the establishment employs more than 300 employees, it must take prior approval of the 

proper government authority regarding approval for layoffs, retrenchment and closure. 

This limit was lowered to 100 employees in the 1982 amendment. 

• The main objective of this provision is to ensure that an employer cannot hire or fire andy 

employee at will. To take any such action, they need to seek permission from the labour 

commissioner.  This subject is also under the concurrent list which is why individual 

states have made even stricter rules and conditions so that the lay off, retrenchment and 

closure become even more difficult. 

• An act to make provision for the investigation and settlement of industrial disputes, and 

for certain other purposes.  

• The objective of the Industrial Disputes Act is to secure industrial peace and harmony by 

providing mechanism and procedure for the investigation and settlement of industrial 

disputesby conciliation, arbitration and adjudication which is provided under the statute. 
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The main and ultimate objective of this act is "Maintenance of Peaceful work culture in 

the Industry in India" which is clearly provided under the Statement of Objects & 

Reasons of the statute. 

• The laws apply only to the organised sector. Chapter V talks about the most important 

and often in news topic of 'Strikes and Lockouts'. It talks about the Regulation of strikes 

and lockouts and the proper procedure which is to be followed to make it a Legal 

instrument of 'Economic Coercion' either by the Employer or by the Workmen 

• The provision for payment of compensation to the workman on account of closure or lay 

off or retrenchment. 

• The procedure for prior permission of appropriate Government for laying off or 

retrenching the workers or closing down industrial establishments 

• Unfair labour practices on part of an employer or a trade union or workers. 

Indian Trade Union Act, 1926 

An Act to provide for the registration of Trade Unions and in certain respects to define the 

law relating to registered Trade Unions. Whereas it is expedient to provide for the 

registration of Trade Unions and in certain respects to define the law relating to registered 

Trade Unions. 

In this Act 'the appropriate Government' means, in relation to Trade Unions whose objects 

are not confined to one State, the Central Government, and in relation to other Trade Unions, 

the State Government, and, unless there is anything repugnant in the subject or context, - 

(a) "executive" means the body, by whatever name called, to which the management of the 

affairs of a Trade Union is entrusted; 

(b) "office-bearer", in the case of a Trade Union, includes any member of the executive 

thereof, but does not include an auditor; 

(c) "prescribed" means prescribed by regulations made under this Act; 

(d) "registered office" means that office of a Trade Union which is registered under this Act 

as the head office thereof; 

(e) "registered Trade Union" means a Trade Union registered under this Act; 

(f) "Registrar" means - 

(i) a Registrar of Trade Unions appointed by the appropriate Government under section 3, 

and includes any Additional or Deputy Registrar of Trade Unions; and 

(ii) in relation to any Trade Union, the Registrar appointed for the State in which the head or 

registered office, as the case may be, of the Trade Union is situated ; 
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(g) "trade dispute" means any dispute between employers and workmen or between workmen 

and workmen, or between employers and employers which is connected with the 

employment or non-employment, or the terms of employment or the conditions of labour, of 

any person, and "workmen" means all persons employed in trade or industry whether or not 

in the employment of the employer with whom the trade dispute arises; and 

(h) "Trade Union" means any combination, whether temporary or permanent, formed 

primarily for the purpose of regulating the relations between workmen and employers or 

between workmen and workmen, or between employers and employers, or for imposing 

restrictive conditions on the conduct of any trade or business, and includes any federation of 

two or more Trade Unions: 

Provided that this Act shall not affect - 

(i) any agreement between partners as to their own business; 

(ii) any agreement between an employer and those employed by him as to such employment; 

or 

(iii) any agreement in consideration of the sale of the good-will of a business or of instruction 

in any profession, trade or handicraft. 

Appointment of Registrars.- 

(1) The appropriate Government shall appoint a person to be the Registrar of Trade Unions 

for each State. 

(2) The appropriate Government may appoint as many Additional and Deputy Registrars of 

Trade Unions as it thinks fit for the purpose of exercising and discharging, under the 

superintendence and direction of the Registrar, such powers and functions of the Registrar 

under this Act as it may, by order, specify and define the local limits within which any such 

Additional or Deputy Registrar shall exercise and discharge the powers and functions so 

specified. 

(3) Subject to the provisions of any order under sub-section (2), where an Additional or 

Deputy Registrar exercises and discharges the powers and functions of a Registrar in an area 

within which the registered office of a Trade Union is situated, the Additional or Deputy 

Registrar shall be deemed to be the Registrar in relation to the Trade Union for the purposes 

of this Act. 

Provisions to be contained in the rules of a trade union 

Section 6 of the Act enlists the provisions which should be contained in the rules of trade 

union and it provides that no trade union shall be recognized unless it has established an 

executive committee in accordance with the provisions of the Act and its rules, specifies the 

following matters, namely: 
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 Name of the trade union; 

 The object of the establishment of the trade union; 

 Purposes for which the funds with the union shall be directed; 

 A list specifying the members of the union shall be maintained. The list shall be inspected 

by office bearers and members of the trade union; 

 The inclusion of ordinary members who shall be the ones actually engaged or employed 

in an industry with which the trade union is connected; 

 The conditions which entitle the members to any benefit assured by the rules and also the 

conditions under which any fine or forfeiture may be imposed on the members; 

 The procedure by which the rules can be amended, varied or rescinded; 

 The manner within which the members of the manager and also the alternative workplace 

bearers of the labour union shall be elective  and removed; 

 The safe custody of the funds of the labour union, an annual audit, in such manner, as 

may be prescribed, of the accounts thereof, and adequate facilities for the inspection of 

the account books by the workplace bearers and members of the labour union, and; 

 The manner within which the labour union could also be dissolved. 

Object and Scope 

The main aim of the Industrial Disputes Act, 1947 is to maintain a balance between labour 

and industry welfare by ensuring industrial peace and harmony. It focusses on the mechanism 

and procedure for the investigation and settlement of industrial disputes by conciliation, 

arbitration and adjudication which is provided under the statute. 

To secure industrial peace and harmony by providing machinery and procedure for the 

investigation and settlement of industrial disputes by negotiations. 

1. To encourage good relations between labor and industries, and provide a medium of 

settling disputes through adjudicator authorities. 

2. To provide a committee for dispute settlement between industry and labor with the 

right of representation by a registered trade union or by an association of employers. 

3. Prevent unauthorized strikes and lockouts. 

4. Reach out to labor that has been laid-off, unrightfully dismissed, etc. 

5. Provide labor the right to collective bargaining and promote conciliation. 

The provision for payment of compensation to the workman on account of closure or lay off 

or retrenchment. 

The procedure for prior permission of appropriate Government for laying off or retrenching 

the workers or closing down industrial establishments 

The object of the Industrial Disputes Act is to make provision for the investigation and 

settlement of industrial disputes. The Act is primarily meant for regulating the relations of 

employers and workmen, past, present and future. The principal aim of the Act is to 

encourage collective bargaining and to maintain industrial peace by preventing illegal strikes 

and lockouts and to provide lay off and retrenchment compensation. 
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The act was drafted to make provision for the investigation and settlement of industrial 

disputes and to secure industrial peace and harmony by providing mechanism and procedure 

for the investigation and settlement of industrial disputes by conciliation, arbitration and 

adjudication which is provided under the statute 

It extends to the whole of India [Sec.1 (2)]. It extends to all industries whether they are 

carried on by private owners or by the government. The Act has been amended from time to 

time 

The main object of the Act is to provide for investigation and settlement of industrial 

disputes, the amendment Act seeks to ensure speedier resolution of industrial disputes by 

removing procedural delays. Besides creating an efficient statutory machinery for the 

settlement of industrial disputes and thereby promoting industrial harmony, the Act also 

seeks to achieve certain other objects, referred to as ‘certain other purposes’ in the preamble. 

Some of the other objectives are 

 Promoting measures for securing and preserving amity and good relations between 

employer and workmen.  

 Enquiring into any matter connected with or relevant to an industrial dispute. 

 Promoting the settlement of industrial disputes. 

 Adjudication of industrial disputes. 

 Reference of individual disputes to grievance settlement authorities. 

 Voluntary reference of disputes to arbitration. 

 Prevention of illegal strikes and lock-outs. 

 Compensation for lay-off and retrenchment of workmen. 

 Provision for the payment of wages from the date of the award till the suit pending 

before courts of law is decided. 

 Prevention of unfair labour practices. 

Major Provisions of These Acts 

The major provision of factories act, 1948 provides safeguard for workers to protect health, 

provides for safety at the workplace when dealing with machinery, improves the physical 

conditions of the workplace, and provides welfare amenities. 

The major provisions of the Minimum wage act 1948 is to prevent employee exploitation and 

ensure a decent living for a worker. The Act provides that the government will fix the minimum 

wage rate and revise it every five years. It appoints advisory committees to consider the 

proposals. 

The major provisions of Employment Insurance Act can draw some cash compensation in case 

they fall sick. This compensation is generally 70% of their wages during the period of sickness 

for a maximum of 91 days in a year. In order to avail this sickness benefit, a worker must pay his 

contribution for 78 days out of 6 months. 
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The Employees’ Provident Fund and Miscellaneous Provisions Act,1952 aims to provide a 

kind of social security to the industrial workers. The Act mainly provides retirement or old age 

benefits, such as Provident Fund, Superannuation Pension, Invalidation Pension, Family Pension 

and Deposit-Linked Insurance. The Act provides for payment of terminal benefits on the 

happening of various contingencies such as retirement, closure, retirement on attainment of the 

age of superannuation, voluntary retirement and retirement due to factors which result in 

incapacity of the employee to work. 

The major provisions of Maternity Benefit  Act, every woman shall be entitled to, and her 

employer shall be liable for, the payment of maternity benefit at the rate of the average daily 

wage for the period of her actual absence, that is to say, the period immediately preceding the 

day of her delivery, the actual day of her. 

Major provisions of Trade Union Act: A Trade Union shall not be entitled to registration under 

this Act, unless the executive thereof is constituted in accordance with the provisions of this Act, 

and the rules thereof provide for the following matters, namely: - 

(a) the name of the Trade Union; 

(b) the whole of the objects for which the Trade Union has been established; 

(c) the whole of the purposes for which the general funds of the Trade Union shall be applicable, 

all of which purposes shall be purposes to which such funds are lawfully applicable under this 

Act; 

(d) the maintenance of a list of the members of the Trade Union and adequate facilities for the 

inspection thereof by the office-bearers and members of the Trade Union; 

(e) the admission of ordinary members who shall be persons actually engaged or employed in an 

industry with which the Trade Union is connected, and also the admission of the number of 

honorary or temporary members as office-bearers required under section 22 to form the 

executive of the Trade Union; 

(ee) the payment of a subscription by members of the Trade Union which shall be not less than 

twenty-five naye paise per month per member; 

(f) the conditions under which any member shall be entitled to any benefit assured by the rules 

and under which any fine or forfeiture may be imposed on the members; 

(g) the manner in which the rules shall be amended, varied or rescinded; 

(h) the manner in which the members of the executive and the other office-bearers of the Trade 

Union shall be appointed and removed; 

(i) the safe custody of the funds of the Trade Union, an annual audit, in such manner as may be 

prescribed, of the accounts thereof, and adequate facilities for the inspection of the account 

books by the office-bearers and members of the Trade Union; and 

(j) the manner in which the Trade Union may be dissolved. 
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The major provisions of Industrial Disputes Act, 1947 is the primary legislation governing 

dispute resolution in India. It was enacted to provide for the investigation and settlement of 

industrial disputes, to prevent illegal strikes and lockouts, to provide relief to workmen during 

lay-off or after retrenchment or wrongful dismissal. 
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