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ABSTRACT

The rapid industrialization brought out the frezdi in business operations to adopt the flexitdeda practices
in Indian economy. Especially contract labour isimportant and increasing form of employment whislcommon in
almost all industries, in agriculture and relatgrem@tions and in service sector also. It is on¢hefforms of informal
employment obtaining in both informal and formattees. The globalization conditions have enhanbedntobility with
bargaining power vis-a-vis increased workers. He@omtract labour system represents an exploitasiygem and

employers also prefer the flexibility.
KEYWORDS: Contract Labour, Increasing Form of Employment

INTRODUCTION

The word ‘Contract’ derived from the word ‘Consesisii means having valid agreement between two orem

parities, there must be consensus of mind amonyg #m understand each other at the same level.

Why Contract Workers???: Cheaper Easy to hire, Easy to remove, No short term / @aginterval jobs No
long term commitment or cost, Lesser industrialestir No need for direct supervision, Speedy conguietf assigned

work, No need for looking after non-core things.

The various Issues in Contract Labour in contemporay Industrial Relation scenario like: Potential threat of
permanent job, Favourable decisions from labouadegent and courts, Poor qualification, Poor SKibor loyalty and no
long term commitment, Extra cost of Service Taxyvige Charge to manpower supply agency, Guilt-Eatimn, Legal

protection at the workplace.

Contract labour is engaged on various occupatiatts different the level of skills which consists Bhskilled,

Semi-skilled, Skilled and High Skilled categories.

After Globalization in India, the vast changes ofifical, economic and social conditions have resiithe liberal
global economy and international competition whieti to decentralization and specialization of pidauin process in
various industries. It imposes the employers taicedthe labour cost for taking an competitive ativg® in the market
and started using the nonstandard work practicenhgage the contract labour work force in placskifed, permanent

employees through third party agencies.
CONTRACT LABOUR IN INDIA

The rapid industrialization brought out the fredi in business operations to adopt the flexillleda practices

in Indian economy. Especially contract labour isimportant and increasing form of employment whislcommon in
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almost all industries, in agriculture and relatgubmations and in service sector also. It is on¢hefforms of informal
employment obtaining in both informal and formattses. The globalization conditions have enhanbedntobility with
bargaining power vis-a-vis increased workers. He@amtract labour system represents an exploitasiggem and

employers also prefer the flexibility.

The word ‘Contract’ derived from the word ‘Consesisii means having valid agreement between two orem

parities, there must be consensus of mind amonyg #rel understand each other at the same level.

In relation to an establishment, means a person uvitiertakes to produce a given result for the éstabent,
other than a mere supply of goods or articles ohufecture to such establishment, through contralsour or who

supplies contract labour for any work of the esshishent.
Why Contract Workers???
» Cheaper
» Easyto hire
* Easytoremove
* No short term / regular interval jobs
* No long term commitment or cost
* Lesser industrial unrest
* No need for direct supervision
»  Speedy completion of assigned work
* No need for looking after non-core things
Issues in Contract Labour in Contemporary Industrial Relation Scenario
» Potential threat of permanent job.
e Favourable decisions from labour department andtsou
e Poor qualification.
»  Poor SKill.
» Poor loyalty and no long term commitment.
» Extra cost of Service Tax, Service Charge to mamgpasupply agency.
»  Guilt-Exploitation
» Legal protection at the workplace.
Effects of Contract Labour

» Deprives workers of protections under nationaldkgion and internationally accepted labour staaslar
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» Denies workers of contractual rights such as owvertisick and holiday pay.

» Prevents workers acquiring continuity of employmamd building experience.

» Limit workers access to national insurances anéaksecurity benefits where available.

» Denies workers access to redundancy payments @ardployment benefits.

» Restricts worker’s ability to build up any formwbrk related pension.

* Leaves workers with no recourse in the event okwelated disease of industry training and appcestiips.
» Lowers industry standards of skill and quality.

» Threatens workplace health and safety standardsngpaccident, absence and even death.

« Allows the evasion of taxes and social contribwioy both workers and employers.

Contract Labour is applied to labour which is engplb to perform some work through a contractor agck no
direct employment relationship exists between ttiemate employer and contractual workers. Theyhaeng contractual
relationship with contractor and in turn contractars commercial relationship with the client orneiple employer.
Contractor provides the labour services to prircginployer in tripartite zone which becomes thasbias legal and non-

legal course of actions for trade unions.

The most of the contract labour from the unorgahigector has gone through a lot of hardship, ag déhe not

recognized by society. The unorganized labour lsad@en able to organise the common objectiveeslthits to;
e Casual and temporary nature of employment
» Ignorance and illiteracy due to economic imbalance
* Small scale and scattered nature of establishmeith operates manually and low capital investment.
»  Superior strength of the employer operating indiaitly or in combination of business partners.
The Example of Unorganized Labour is specified Bele Categories Like,
e Contract labour including construction workers &wasual labour,
» Employees in shops and commercial establishmeuit$aatories,
e Labour engaged in small scale industry,
* Handloom power looms labour and Tribal labour,
» Sweepers and Scavengers,
» Bidi and cigar labour,
e Other unprotected labour.

Further, contract labour can be illustrated frora grermanent workers in terms of service conditiaite the

establishment and the method of wages paymentk&iie permanent workers which are born on the enustl of an
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establishment and entitled to be paid wages djrectintract labour are neither born on the paynotlare paid directly.

The establishment which takes the work from thetremtor who does not own any direct responsibpigytaining
to his labour. In several contracts, the wage ratego be fixed, but whether payment is made anhhsis or not is hardly
concern by the contractor and the establishmeng. mhin advantages to the employer for deployingraon labour

through contractors;

* The cost of production is low and optimized theuatbn of overhead cost and the administrative agps of an

establishment.

» Engaging contract labour without extending the derbenefits like leave with wages, ESI or providimd

contributions, Bonus and others benefits a par diitbct workers.

e The manufacture of certain components of industopismized by utilizing the opportunity of contractrather

than investing huge capital and installing plastsrenufacturers.

Contract Labour can Broadly be Divided into Two Cakgories;
¢ Contract labour those deployed in job contractsfacific job base.

¢ Contract labour deployed on supply based on theulabontracts.

Large and medium establishments are having thafgpeperation process where the prescribed joliscawced
by giving the contract on lump sum payment inclgdiabour cost to the contractor who will engagesdwn workers.
And the less skills jobs or perennial jobs are gedaon contractual roll based on the labour cotdrakhe practice of
engaging contract labour succeeds in almost allgtites and services. It is more common in minimgl & the
construction industry. The labour oriented esthintients are deploying more contract labour espgdralron ore, cement
manufacturing, manganese ore, jute pressing, Thnpiunts, Sails etc., Salt, Ports and Docks, Limes, Quarries, Toy
manufacturing, construction, Breweries and manufacof Malt, Metal Rolling, Dal Mills, agriculturaimplements,
Firebricks, Joinery and General Wood Work, Metdiraoting and refining factories, metal founding,tt@o Ginning,

cleaning and pressing and Rice Mills.

Contract labour is engaged on various occupatidtfs different the level of skills which consists Bhskilled,
Semi-skilled, Skilled and High Skilled categorigfe Govt. of India has released the extraordinaage@e on the variety

of worker occupations and skill levels dated off Rtay 2009.
» Unskilled Category
e Semi-skilled/Unskilled Supervisory Category
e Skilled Category
» Highly Skilled Category

Generally, the unskilled categories as loader,oaulér, cleaner, sweeper and khalasi to skilled eynpdnt as
polisher, turner, gas cutter and riveter drilldgster, blacksmith, carpenter and fitter in oiltdi®ition, the mining and

cement industry. The building and construction stduis consisting of a variety of workers and @piens which range
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from construction of dam, bridges, roads, schobtsspitals, offices, factories, and ordinary rest@dérbuildings that
accommodating the huge labour. Most of the constmg are seasonal which depends on the climaticlitons that
Building activities arego up in winter season, atmpped in rainy season engaged more workers whmave from one

place to another frequently for completing shontnteonstruction jobs.

The Railways and central & State public works dapants are engage the more building workers irajencies
such as the National Buildings Construction Corporaand the National Projects Construction Corpiora These
labours are engaged by big and small contractatsably working sub-contractors under principal tantor that there
was no proper control system of qualifications atlder criteria for entry of persons in this indystvhich causes the
chaotic labour conditions. Hence, the registratbBuilding and Other Constructions Workers (BOWAZY is regulatory

system that fighting against the resolving issue.

The evolution of contract labour has brought sofrt@ prominent features. Such as illiteracy, latknowledge
and upkeep, heterogeneous group, consequentlyofagstiability and a united front migratory natureegular attendance
and unpunctuality, low living, lower productivity &fficiency and lack of mobility. The migratory chater of the
workers in Indian industry has often prevented tHeom joining any permanent labour unions that alien to their
traditional kinds of social affiliation. The conttaabour is continuance due to the frequent alesésh some extent and
accepted due to the health of the immigrant worlkerd their families. Labour mobility is occurrenfoe the search of
wages and skilled jobs that lower wages to highages and from unskilled work to more skilled woespectively in
which resulted work long to collect the money toetrtheir daily needs.

Textile workers have started as casual workersadtedt the years they became permanent workersr tiadg
have taken the voluntary retirement by losing rageimployment under VRS schemes as privileged wenkbo became
casual workers lost all the protective and soaalsity benefits. Even some of permanent workers lds taken VRS by
losing the social security and joined in anothetustry under contract work to continue the job tmdow economic
conditions. Hence, the contract workers in India facing the social and economic i.e., mental strphysical iliness,
workplace accidents and injury, disability, old agel death. In Indian economy, the aforesaid cmmditin unorganised
sector are too worst in protecting and regulathmg livelihood of workers as result of lack of legabtection, worker are

not qualified to get the social security benefgpexially as a child and women.

Establishments are often entering into businesseagent with other companies who are the neceskiiy t®
obtain goods and services for the reason of maegiaiists like plumbers, electricians and carpentarthe building
industry. The contractor is performing the job towpde the tools, equipment, labour and skills pgakto complete the
agreed job. The business contract does not haviitigls for any special legal protection beyond ¢hiasvs, which hold

up the contract.

After Globalization in India, the vast changes ofifical, economic and social conditions have resiithe liberal
global economy and international competition whieti to decentralization and specialization of pdaun process in
various industries. It imposes the employers tacedhe labour cost for taking a competitive adagatin the market and
started using then on standard work practices gagm the contract labour work force in place oflesttj permanent
employees through third party agencies. This atewease the migrate labour who are not aware afulabight. In

addition to increase of the flexible work forcee tamployers observe that contract labour can bagetyto avoid their
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obligations under the labour laws and protecti@mtract labours are hardly organized in trade umwich also one of
causes that employers engage the contract labaawadid the restrictions on the business units wiifon representation
and collective bargaining. Contract labour is ompgion for the workers to avoid unemployment in tieaker position to
negotiate terms and conditions. There are two sterdi elements as per the surveys of national rad\psactice on the use
of contract labour reveals that an agreement tfoparwork but the workers is not employed and aeptine is the aspect

of organizational supervision on the worker’s parfance during the job.

According to annual report of the Indian ministriyl@bour that the index of labour productivity waighest in
electricity, gas and water and others like manufang industries labour productivity has revealethast rise in
aluminium manufacturing, go behind by basic metal alloys industries, motor vehicles, leathers famdoroducts, iron
and steel in self finished norms of forms, chemaad chemical products and for casting and forgitg labours welfare
division also supervise the functioning of variouslfare funds and deals specifically with the vuaide categories of
unorganized workers like contract labour, bonddabla, inter-state migrant labour, building and otleenstruction
workers, home based workers and agricultural watk&he labour market is generally characterized rthgotiation
between powerful employers and weak workers due/éssupply of labour and lack of skill in compaiti It is very high

in accumulation of labour in manufacturing induesri

Saxena describes that there is an inherent tenderibg casual or contract labour market to at@tlexcessive
supply of job. Seekers, with the supply for tendiagequal the maximum number of workers which elbtoyers taken

separately might need at any given time.

Hicks have commented that labour market is “byngture is highly competitive” and a large surplds o
unemployed labour is inevitable. The other featwfehie contract labour is the existence of unstédbour force, workers

are vocationally and psychologically unpreparediidustrial work.

The following external factors of the contract labare indication for the present condition of caaot labour. Such

as
» Adverse climatic conditions.
e Migratory nature of labour.
* Low wages and standard of living.
» Less efficiency machinery and poor quality of raatemials.
* Lack of education
* Long hours of work.
» Unacceptable working conditions.
» Bad housekeeping standards.
+ Often indebtedness of the labour.

* Regular absenteeism.
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» Unhealthy social habits of the labc

The contract labour in India is in extremely misgdeacondition that Contractor hires labour in orttegetting the
work done in a predetermined time without providithg necessarsocial security. Contract labour is influenced bgge
rate, vicinity, family size and social strength dioetheir socio and economic Inequalities and dtgion. The mair
problem of contract labour is an outcome of migrmatihat the labour is a jouty to burden the unfair situation in whi
the interstate migrant labour is quite worrying. Accordingl991 census, 26.7 million are interstate migveorkers. Ou
of that the migration for employment account for /illion representing 21 percent he total migrant workers whic
includes interglistrict and interstate migratic It is movement of people in chasehaftter employment, better wages, i
better quality of life, but migration becomes martensive only when human insatiability and unal nature of
employers, contractors as subcontractors which meagonsidered by the denial of justice, equity gmedhuman rights ¢
certain weaker sections of the society. Migrant keos are unfamiliar to the laws and body, courtcpdures an
unionized to fight against local custor Many of the contract labours fall victims to misheising out of their unskille
and in experienced handling heavy jobs. The contnarkers undergo many hardship and fall into tlebdtdtrap of
landowners. Low wage slways endorsed to lower labour productivity. lhestwords, without a proper wage policy ¢

strategy for enforcement of minimum wages remaiinished and mostly worthle:

Figure 1: Tripartite Nature of Contract Labour Market

Note: Adopted from Tea Leasé, Il, IIl — Overlaps, Shaded AreaTFripartite Zon:

Employer prefers use the contract workers for sdveasons that mainly competitive advantage oflycbin the
market by cost effectiveness and just in time lababen required and withdraw im when not needed. It affon
flexibility and also contractabour need not necessarily mean plain unskilldémua and involve range of skill set
deploying them in noncore or peripheral activi The labour market strategy could increase effigieny concentrating
on ‘core’ activities by principle employer for sessful business operation with lower cost in markedlso effective ir
terms of money and real costs involve disciplinaction, litigation, indiscipline, union interventietc., everthe principle

employers avoidringe benefits like annual leave with wages, gtgtionus etc., and n-wage costs

Generally, the principle employers engage contradtmsupply labours for the following reasc
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* No direct supervision is mandatory by Principle éowpr as per legal statues.
» Easy hire and fire of contract labour for the coetiph of job within shortest time.
» Liability to pay the benefits to them is lessentipermanent employees cost.

» Employees can concentrate on core activities rdatfaar non-core activities for taking a competitadvantage in

market.

However, the engagement of contract labour hasrbeao controversial issue and it is a key causénthrstrial
unrest which led to the production and financiakks to companies. It is also understood that btieanajor reasons for
the industrial unrest could be increasing depenel@fiéndustries on contract labour for the requieatof flexibility and
cost effectiveness in business operations. But ghigion of workers more concern about the job riigcand social
security, exploitation in the hands of contractdmsy wages, unequal treatment by trade unions arh énsulting
behaviour of the permanent workers and supervidevslop revolt manner. still contract labour arenaged well without
paying the decent wages to them, although it igonssible to bring them at par regular employeeshi® reason that they

are doing the different skills set and handling\hgous jobs.

During the early period of industrialization, thstablishments were always faced the labour receuitmow
status of factory workers, lack of labour mobilitgste and religion taboo, language etc., The ofcamployers in general
and British employers also were unable to solvesghissues. Therefore, they used to depend on ttdlaman for
handling these workers in a better manner by angithe aforesaid issues. These middleman or cdotsasere known
by different names in various parts of the coumthjch resulted as exploited section of workers ttumeffective of the
workman’s Breach of Contract Act, 1959 which maiaperated for the criminal responsibility in theeat/of a breach of
contract service. Consequently, the Whitley Comioissn 1860 recommended the abolition of contradiour by
implication. Subsequently, the Government con&duvarious committees to study the socio-econoroinditions of

contractual workers.
Constructional Framework of Contract Labour Systemin India

It usually refers to contractual workers engagerbuph the contractor (including the sub-contractor)
establishments. These workers are millions in numaine mostly belong to the unorganized sector. Thase very little
bargaining power, earn minimum wages, no socialr#gc temporary employment, and engaged in dangeozcupations
which impact their health and safety conditions. tB& other hand, the contract labour is the irr@gid nature of work,

cost effectiveness and flexibility in manpower dgmhent to principle employer for plant operations.

By recognizing the various conditions of contrattwsorkers in India, Contract Labour (Regulation and
Abolition) Act, 1970 was enforced w.e.f "iFebruary 1971 and subsequently the Rules wereesifarced w.e.f. 21
March 1974 to regulate the employment of contrabblr in certain establishments and to provideitboabolition in

certain circumstances.

The below flow chart reflects the Direct Controllgdirect / No Control level which is helpful to usictand the

different levels of control at a glance.
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Employer—>| Labour [ —} Work

Employer-Employee
Direct Control

Employer [ Contractor [ Labour 3 Work

Contract Labour
Indirect/No Control

Figure 2
Source: Own designed as per tldirect control by employer aneimployee with work and in direct control
of contract labour through contractor.

Liability of Principal Employer
» Responsibility for thgpayment of Wages (Section : Contractor to pay timely
*  Principal employer to ensure disbursement of waiyése presence of its authorised represent

» Principal employer is liable for the payment of wa@r unpaid balance in case contractor failsake payment
to their labour.

Facilities to be Provided to Contract Laboul

The Act has laid down certain amenities to be mlediby the contractor to the contract labour féakdshmen:
of Canteens and rest rooms; arrangements for mrffisupply of wolesome drinking water, latrines and urinals, wag

facilities and first aid facilities have been maxdgigatory.
The following facilities should be provided to tbentract labourers if the contractors do not previt
* Restrooms
» Canteen
» Latrines and urinals
e Drinking water
* First aid facilities
Absorption of Contract Workers

For any employee/worker joining any service onydaiasis temporarily, it is but natural that he wbprefer
being absorbed in regular service in the said &shahent. It is rore so in the case of contract workers who are eyepl

for long period on contractual basis. With the pgssof time and intensive industrialization, theues of absorption ¢
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contract workers has assumed great significancea Amtter of fact, contract labour remained igndieda pretty long
time. Neither the contractors nor the principal &yers cared for the contract labour. Therefore, Rtarliament passed
Contract Labour (Regulation and Abolition) Act, 8970 prevent exploitation of contract labour. Basolicy underlying
this Act, is to prohibit the employment of contréaibour and wherever this is not possible, to inaprthe conditions of
work of contract labour i.e., the regulation of\see conditions for contract labour. Thus apartnfrgroviding for
prohibition of employment of contract labour, prsiens are made for effective payment of their wegeto provide for
better health and welfare of contract labour. larsthe object of this Act is to do away with tHeuaes of the system of
employment of contract labour. With this avowedeaj the Act regulates the employment of contrabbur in certain
establishments and provides for its abolition irtaia circumstances. Obviously the Act is not aggihie to establishments
performing work only of an intermittent or casualure. The Act is applicable to every establishn@mploying twenty
or more workmen as contract labour and to everyraotor employing twenty or more workmen. On coasitg these
factors the Central Government or a State Goverhigeem prohibit any establishment from employingtcact labour for

performing any work therein:
*  Whether the conditions of work and benefits proglifer the contract labour in the establishmentSatsfactory;
»  Whether work is incidental to or necessary forlibsiness of the establishment;
* Whether it is of perennial nature? i.e., whethét sark will last for sufficient duration;
e Whether it is done ordinarily through regular woem
*  Whether it is sufficient to employ considerable tn@mof whole time workmen.
Contract Labour Issues and the Judiciary

The various judicial principles help in the issugscontract workers if the contract is not genui@ham
Contract), then contract workers can raise the dtréhl dispute demanding the various benefits segllarization of
employment as permanent nature. Subsequently ifsdue is genuine Industrial Tribunal can give #weard on the
industrial dispute and contract will be adjudicatedcase of prohibition of contract labour, théunal will consultations
the Board for the abolition of contract labour. Tdeow figure explains the multiple factors for enstanding the issues

of contract labour in legal route, non-legal roa partially legal course of action.
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Trade Unions
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Figure 3: Multiple Institutional Focuses of Trade Unions relaing to contract labour in India
Source: Contract workers: the need for ‘Community of instt€®erspective k K.R. Shyam Sundar, published

the Indian journal of Labour Economics, Volume No 4, 2007.
Applicability— Whether Workmen Are Direct Employees’

Having regard to the provisions of the Act, it i8dent that (i) the principal employer should ohtai Certificate
of registration u/s. 7 of the Act; and (ii) the Woren can be employeon contract labour basis only through the licer
contractor, under S. 12 of the Act. Unless botls¢heonditions are complied with, the provisionshaf Act would not b
attracted. Even if one of the two conditions is nomplied with the Act would rt be attracted. If either of the tv
conditions are not complied with the workmen empbbyhrough intermediary would be deemed to have leegployec

by the principal employer.
Steel Authority of India v. National Union Water Front Workers, 2001 1ll CLR 349 (S.C

In the same tune, it can be said on the expinheflicence of the contractor, contractor workensnoa claim &

right of absorption in the said employment mayeitRailways or any factory or establishm
Some Do’s & Don'ts for Principal Employer in Engaging Contract Labour

« Before engaging contractor, the employer shoulduenshat there is no such notification by the goweent

prohibiting contract labour system in that partisuhdustry.

* The establishment in the first instance minsure that they have got a registration certifiéais the competer
authority as provided u/s. 7 of the Contract Lab@&A) Act, 1970 before proceeding to engage thetiart

labour.

e The establishment must ensure that they issueficardi in Form \ to the contractor for obtaining license
provided u/s. 12 of the Act ibi

* It must be ensured that the contractor who is epipdpmore than 20 persons has a valid license dsgudis
name by the competent authority as provided urfdeAtt
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« The payment of wages to the employees employedhbycobntractor is disbursed to his employees by the
contractor himself or his nominee and principal Eyer has to depute his representative to be presehsign

the payment register in token of having disburéedsglary in his presence by the contractor.

» There should not be any supervision and contrahlkyprincipal employer in respect of employees eygd by

the contractor to fulfil the obligation of the coantt.
» The work for which contract labour is engaged isaxperennial nature.
« Discipline management of the contract labour mostae done by the principal employer but by theti@amtor.
e Contract should not specify the number of perseqsired but must quantify the work itself.
» Leave to the employees of contract must be sareditiy the contractor and not by the principal elyglo

* No advance should be paid by the principal empldyénhe contractor’s employees directly. Only cantor must

regulate the same.

* Maintenance of all type of record in respect of #mployees employed by the contractor should beowis

responsibility and principal employer should ndemene in such matters.

e Dictum of Supreme Court Judgment in Hussain Bhed'se must be adhered to in drafting the agreemerihé
contract.

» If the establishment is covered by the Employeesvident Funds & Misc. Provisions Act and the Enygles’
State Insurance Act then the preference shouldimn do those contractors who have their own codmbrers

under these Acts.
» To ensure to submit annual return to the prescréugdority in the prescribed form under the Act.
When an Agreement with the Contractor Can Be Rendexd Sham or Invalid
*  When the agreement does not disclose the namedainelss of the contractor.
« When the agreement does not disclose the exaaenattjob to be assigned.
* When the agreement narrates the nature of job tiiheractually to be performed.
* When the agreement is against the norms of judic@iouncement/ statutory provisions.

* When the agreement is a tool or device to deptieeright of livelihood or as a tool for victimizati or unfair

labour practices.
» When the agreement must ensure and disclose thabttgations to pay the minimum wages or agreegesa
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