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Dear students in this class, we are going to discuss about contract labour and who are the 

contract labour and what are the definitions and what are the responsibilities of the contractor 

and what is the responsibility of the principal employer and also the proposed convention 

ILO convention with regard to the contract labour roles, so, we are going to discuss in this 

particular class.  
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So, here we know, who is contract labour? So, for a long period of time contract labour are 

going on and then the Act came into existence to control and regulate contract labour in 

India, this is mainly because of the exploitation of employees in a particular sector. So, there 

is no particular working time and there are no specific wages and there is no wage with 

holidays etc.  



(Refer Slide Time: 1:17) 

 

So, contract Labour has been abolished actually or regulated, I would say that it is not 

abolished, it is regulated. So, the ContractLlabour Regulation and Abolition Act 1970 is 

repealed through the present Occupational Health and Safety Code. So, the concept of 

contract Labour has not been changed. So, it is not abolished as such, but contract Labour has 

been regulated through the 1970 Act also and through the new code as well.  
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So, the concept of contract labour, so, we know that they are used as employed as a contract 

labour connection with a particular work and he is hired or he may be doing such particular 

kind of work through a contractor. So, maybe with or without the knowledge of the principal 

employer, he is, basically perceived to be contract labour. So, basically a worker who is 



working through a contractor is contract labour. This is the general perception of contract 

labour.  
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And then the contractor. So, who is the contractor? A contractor is a person who is 

undertaking to produce a given result. So, the contractor may be a contractor of a building. 

So, he is constructing a bridge, he may be constructing a road, he may be constructing, any 

other things. So, who is producing a particular result for a particular payment? So, this is not 

just a supply of goods or articles or a manufacturing establishment. So, he is doing it through 

contract labour and also who supplies contract labour for any work of the establishment that 

means, including a subcontractor.  

So, in H. C. Bathra vs Union of India 1976 case, the court observed that the supply of such 

quality products would produce a given result for the establishment. Thus, he fulfils all the 

requirements of a contractor under Section 2(1)(c), and therefore, is obliged to take a licence 

under Section 12(1). So, if somebody is supplying quarry products, the quarry products 

include, metals or powders, stone, crushing powders, etc ,he is a contractor, so, he has to take 

a licence under this particular legislation.  
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So, the contractor is the intermediary between the worker and the principal employer. So, in 

the case of central government or state government departments it’s the head of the 

department, in the case of the factory it is the manager, in the case of the mines manager, 

agent or owner or any other particular person. So, in all cases, it is the managers.  

So, the objective of this particular Act at that point of time was very clear to regulate and 

improve the conditions of service of contract labour and not merely to abolish contract 

labour. So, even though there is a misrepresentation of abolishing them in the title, it is 

basically for the regulation of contract labour.  

In Vegoils Private Limited versus Their workmen in 1972, the Supreme Court observed that 

it is a piece of welfare legislation. The Act does not provide for permanent employment of 

contract labour, because the contractor is a person who is there to work to complete a 

particular task. So, once the work is over, so, the worker may be to shift from one place to the 

other place, and the contractor to shift from one place to another place. So, there is no 

question of permanent employment in contract labour. So, the Supreme Court very clearly 

said that who is or what is the nature of contract labour. Contract labour is temporary in 

nature. 
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And this is applicable to 20 or more workmen employed in any year and every contractor 

who employs or who is employed on any day 20 or more workmen. So, for any establishment 

that uses 20 or more workmen, for every contractor who employs 20 or more workmen this 

Act is applicable. 

And certain non-applicability of the Act also there. The Act is not applicable to 

establishments in which work only of an intermittent casual in nature is performed. So, if we 

know that it is intermittent or very casual nature, then this Act is not applicable and it is work 

performed in an establishment shall not be deemed to be of casual nature. If the work is done 

for more than 120 days, so, you cannot say that somebody who is working is a casual worker.  



So, if any 12 months period, if somebody is working for more than 120 days, it cannot be 

considered as intermittent or casual in nature. And also, nobody can claim that it is even 

though it is seasonal in character and it is more than 60 days in a year. So, even though a 

particular work is casual in nature or seasonal in character, he works for more than 60 days, 

you cannot tell that it is intermittent or casual in nature.  

So, the state government and central government prohibit the employment of contract labour 

in any establishment after reviewing the working conditions and benefits extended. So, I do 

not think any government is going to prohibit contract labour. So, the objective of the new 

code is also to regulate.  
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And registration of the Labour contractors is mandatory. So, contractors should get a licence 

from the competent authority to do contract labour. So, that means, if he wants to keep the 

labour he should get a licence, should do registration, registration must be mandatory.  

And the provision for amenities the contract labour should be provided with amenities like 

restrooms, first-aid, drinking water, latrines, etc. And the employer is free to recover all 

expenses incurred by him from the contractor if he is spending. So, registration of the Labour 

contractors is mandatory under the provisions of this particular Act.  
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Even subcontractors will come up with a definition of the contractor. So, the penal 

punishments apply to subcontractors as well which we saw in the last class. So, the liability 

and responsibilities of the principal employer cannot go away, even though he appoints a 

contractor.  

So, the principal employer should provide the basic amenities like a canteen for above 100 

contract labours are employed. So, there must be restrooms to be provided. Drinking water 

facilities are to be provided. First Aid facilities to be provided. If the contractor is failed to do 

this. So, that means ultimately it is the duty of the principal employer to provide the basic 

amenities.  



So, the expenses incurred on amenities by the principal employer may be recovered from the 

contractor either by deduction of a particular amount payable to the contractor or as a debt 

payable by the contractor under Section 20. So, this provision is very clear, it is the duty of 

the employer to provide basic amenities if the contractor fails to provide these basic 

amenities.  
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And there must be provisions for health. So, the liability of the employer to provide various 

amenities. So, when if any contract labour is abolished, and again contract labour is used, 

such labour will become direct employees of the principal employer. So, once the contract is 

over if again the employees are used by the principal employer, they will become permanent 

employees of the principal employer.  

So, in Air India Statutory Corporation versus United Labour Union,1997 the court said that 

sweeping, cleaning, dusting and watching buildings under the central government is 

prohibited from 1971. And the Supreme Court held that such notifications cannot be issued in 

general nature.  

So, sweeping or cleaning cannot be prohibited. So, it is to be now we know that almost all 

government offices are contracted. These contractors are used for these particular purposes. 

So, Supreme Court said that there cannot be a general prohibition general notification. So, it 

is very clear these contractors can be used for these particular purposes. 
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And whose responsibility is to pay wages to the contract workers? So, the basic liability is 

with the contractor to make regular payments or timely payments to the contract labours. But 

it is the duty of the principal employer to ensure that the payments are being made in 

accordance with the laws. If the contractor fails to make the payment on time or makes short 

payments, the principal employer is liable to clear the outstanding payments and he can 

definitely recover it from the contractor.  

But, in the case of gratuity and bonus, it is the duty of the principal employer to pay gratuity 

and bonus, gratuity and the bonus are not going to come within the definition of wages. So, 

the payment of wages is basically with the contractor. And if the contractor fails to pay the 

wages, then it is the duty of the principal employer to pay the wages.  
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And contract employees are eligible for different benefits under the Social Security Code 

also, like ESI, and Employees Provident Fund benefits apply to them as well. And especially 

provisions of Factories Act are also applicable, Payment of Wages Act, Minimum Wages 

Act, Industrial Disputes Act, Workmen Compensation Act, all these Acts are applicable to 

contract labours as well.  

So, payment of wages, minimum wages, and industry disputes are common and contract 

labours are eligible for workman’s compensation. And Social Security, ESI and PF are also 

that they are eligible to get.  
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And it is the duty of the principal employer to see that the disbursement of wages is made by 

the contractor or his representative. If the contractor fails to make a payment or makes a 

lesser payment, it is the complete responsibility is going with the principal employer. So, the 

principal employer is, have to pay the wages.  
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And here, there are some prohibitions. So, the governments can prohibit consulting with the 

central board or with the state boards, and prohibit employment of contract labour in any 

process a particular operation or other work in an establishment.  

So, before such prohibition the appropriate government to look into certain matters like 

whether the process operation or other work is incidental to or necessary for the industry, 

particular business or manufacturer or occupation that is carried in the establishment. 

Whether the nature of the industry, trade, business, manufacturer, or occupation is perennial 

in nature. Whether work is done ordinarily through regular workmen.Whether it is sufficient 

to employ consider a number of whole-time workmen. So, all these are some of the grounds 

to be taken into consideration before prohibition by the appropriate governments.  
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And in licensing, we said that licensing of the contractor is mandatory. So, without a contract, 

without a licence, the contractor should not undertake any contract labour. So, the obligation, 

there is a required specific application. So, the contractor has to apply through this particular 

application then the authorities will investigate this particular application. And then the 

licence is granted or the licence may not also be granted.  
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There are penalties, for example, the case of obstruction to the inspector, or willful refusal to 

produce documents all these are punishable with imprisonment extending to 3 months or with 

a fine which may extend to 500 rupees or both. These are, what we are discussing now about 



the old law. So, in the new law, these punishments are very high. So, it was old it is very 

interesting to note that it was only 3 months punishment or 500 rupees fine or both.  

(Refer Slide Time: 17:41) 

 

In the case of companies who are going to be responsible for the violation of any of the 

provisions. So, it is the director, manager or is liable and if it is usually in the case of 

companies, it is who is in control of the affairs of the company who is responsible, it can be 

the director it can be manager etc. So, the only exception is if they can prove that it is 

exercised without the knowledge or identity or diligently handled without their knowledge if 

they have done. So, in the case of companies also the liability is very clear with the managers 

or with the directors.  
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And in a very the contractor Licensed under this particular Act has to keep particulars of 

contract labour and nature of work performed and the rate of wages paid etc. So, that means 

maintenance of records is very important with regard to the payment of wages.  
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Now, we will come to the Occupational Safety Health and Working Conditions Code 2020. 

And we will see what are the new provisions included by the code 2020 code with regard to 

contract labour? So, we can find some of the provisions are added to the new code. 

Otherwise, it is all the earlier provisions which we saw are included in this new code as well.  



(Refer Slide Time: 19:26) 

 

So, it is now so now, you can see that applicability. The number has been increased to 50 or 

more contract labour. So, it is not 10 or not 20, it is 50 or more. It means that the new 

provisions are not going to be applicable to many of the establishments in India. It is only 

going to be applicable to larger organizations those who are employing 50 or more contract 

labour. So, it means 50 or more contract labour is supplied in a particular period of 1 year 

then only it is applicable. So, if somebody is utilizing 50 or less 50, then this code is not 

going to be applicable.  

So, in this case, we already said that this Act is not going to be applicable to intermittent or 

casual nature, but what is intermittent or casual nature will depend upon facts and law. So, in 

every case to be determined by appropriate authorities from time to time and the decision 

taken by the national board or state boards are final. So, whether it is intermittent or casual 

nature will be determined by the respective boards. So, then the decision taken by these 

boards are final.  
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Then there is the appointment of designated authorities dealing with contract labours in case 

of issuing of licenses, then, revocation of licenses and it must be all applications should be 

electronically done, so, so that the databases can be saved. So, all the application issuance of 

certificates, revocation application or revocation certificates and everything is done 

electronically in the new regime.  
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And licensing, so, it is very clearly said that no contractor should supply manpower without a 

licence or supply labour to any establishment or he should not undertake to execute any work 

through contract labour. So, such authorities should be licensee can be given to such kind of 

authorities.  



So, if the contractor wants to take a licence for more than one state or all of India, he may 

obtain a licence or authority designated by the central government, if you want to work in 

more than one state. So, you have to take your licence from the authority which is mentioned 

by the central government. So, that you do not have to go to each and every state from time to 

time. 

(Refer Slide Time: 22:53) 

 

 

And the renewal of the license is also done electronically. So, the issue of licenses and 

validity is only for 5 years. And every 5 years the contractor should renew the licenses issued 

by the authorities from time to time. 



And no fees or commissions are to be charged to the worker. The contractor shall not charge 

anything directly or indirectly from the worker and also all information regarding the work 

order is to be given to the appropriate government.  

So, if a work order is given from a particular establishment, he should inform the appropriate 

authorities. So, failure to inform the authorities may be in violation of the provisions, his 

licence can be suspended or even cancelled by the appropriate government in non-

implementation of this particular provision. So, that means not giving information about any 

work order to the appropriate authorities.  
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And the licenses once granted. So, we already said that it is valid for 5 years, but if the 

authorities found that in between if the licence is obtained by misrepresentation or 

suppression of facts or suppression of any material facts or fails to comply with any of the 

conditions put in the license. 

Then, the contractor is liable and definitely, they are going to get a notice and the reasonable 

opportunity of being heard is given to show cause notice, and suspending or revoking the 

licence, before suspending or revoking the licence. So, misrepresentation or suppression of 

material fact is one of the grounds for revoking or suspension of the licenses.  
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An appeal, if the person aggrieved by an order of issuance of any licence to a contractor, 

revocation, suspension or amendment of the licence may prefer an appeal within 30 days to 

the appellate authority prescribed by the appropriate governments.  

So, the appellate authority entertains the appeal after the expiry of 30 days. So, if there is no 

reply given to them after the appellant, the appellate authority should give an opportunity to 

be heard to the appellant, and dispose of the appeal within another 30 days. So, a short time is 

prescribed for the appeal period. So, 30 days is prescribed.  
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And so, you can see that it is the liability of the principal employer in certain providing 

certain welfare facilities. So, it is the duty of the principal employer to provide welfare 

facilities. So, earlier, it is the duty of the contractor to provide restrooms, drinking water and 

first aid under the new code. Now, it is the duty of the principal employer to provide a 

canteen, restrooms, drinking water, and first aid.  

So, the contract labour if you want to employ contract labour, you the basic facilities to be 

provided by the principal employer. So, if anybody is employing, employees from contract 

labour if he does not have a licence, he is a non-licensed contractor.  

Then, in that particular case, he has not obtained a particular licence, then the employment 

shall be deemed to contravene the provisions of the particular Code. So, if any principal 

employer gives contract work to a user for contract labour, willfully knowing that he does not 

have a licence, then the employer is going to be liable under this particular code.  
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And the responsibility of payment of wages, we already saw that responsibility of wages is 

the basic primary duty of the contractor and if the contractor is not going to pay, it is the duty 

of the principal employer.  

If the contractor fails the payment of wages or short payments, then the principal employer 

shall be liable to make payments of the wages in full or the unpaid balance due to the 

concerned contract labour and the amount paid. So, he can recover always from the 

contractor according to the terms of the contracts, as a debt. So, the payment of wages is 



primarily the duty of the contractor and the ultimate responsibility is with the principal 

employer.  
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So, every concerned contractor on demand shall issue an experience certificate on contract 

labour. So, you can detail work performance. So, that there the detailed work performed by 

him in that experience certificate, experienced certificate should be issued.  

And also, even though section 57 talks about the prohibition of employment of contract 

labour in core activities. So, the prohibition is only in the case of the core activities of a 

particular factory or a company or an establishment. So, what is the core activity? The core 

activity is the normal functioning of the establishment. You cannot use contract labour for the 



normal functioning of the establishment and then the activities that do not require full-time 

workers for the major portion of the working hours in a day or longer period. 

Any sudden increase in the volume of work in the core activity. So, who is going to decide 

this what is the core activity of this particular establishment? It is the appropriate 

government. So, the appropriate government to decide in accordance with the facts and 

circumstances of each case. So, prohibition is only with regard to the core activities. So, if an 

employer is employing contract labour in core activities, it is going to be a violation of the 

provisions of this particular Act.  

(Refer Slide Time: 30:55) 

 

Any appropriate government, central government or state governments can exempt in case of 

emergency as directed by notification. So, these provisions of the code shall not be applicable 

to a particular establishment or a class of establishments or a class of contractors, it may 

depend upon what nature of work they are undertaking. So, what is the nature of the work 

order? So, it will be according to that particular document state governments can exempt.  
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Now, the contract labour provisions which we saw in the old Act and new Act and 

International Labour Organization has proposed a convention on contract labour. So, this 

convention has been, proposed and adopted by the Labour Conference International Labour 

Conference in 1998. 

So, this convention talks about contract labour, so, the definition says that work is performed 

personally by the worker and the definition is adopted by both bilateral direct and trilateral 

indirect relationships. A direct bilateral relationship between an individual worker and a user 

enterprise without a mutually expressed intention to establish an employment relationship.  

So, here the employment relationship is with the contractor. So, there is no employer-

employee relationship between the employee and the principal employer, and no intention to 



establish an employer-employee relationship. So, the Labour Law, the ILO Convention says 

that contract labour means a person who does not have an employer-employee relationship 

with the principal employer and him.  
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And it is an indirect triangular relationship. So, there is contract labour, a contractor and the 

principal employer a triangular relationship. So, here the worker performs work for any 

enterprise pursuant to or in accordance with any contractual arrangement between the 

enterprises. And here, the employer employs another enterprise for providing contract labour.  

So, the other enterprise can give it to another enterprise which is a subcontractor. So, in each 

case, the actual conditions of dependency subordination between the employee and the 

principal employer should be assessed. Employment relations should be assessed. In the 

proper contract labour, there is no employer-employee relationship between the employee 

and the principal employer and in between, there is a contractor. So, the indirect triangular 

relationship is very clear in contract labour.  
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And then, Article 2 says it shall apply to all branches of economic activity and all contract 

workers. So, it shall not apply to workers who in accordance with the national law and 

practice have a recognized contract of employment with the user enterprise. The ILO 

Convention again says that it will be in accordance with domestic law, in accordance with 

national law and shall be applicable to employees of private employment agencies who are 

made available to user enterprise to perform contract labour.  

So, Article 3 says that the member shall ensure that adequate measures in accordance with the 

national law and practice are to prevent accidents and injury to the health of contract workers 

arising out of link with the occurring and the course of contract labour. So, out of and linked 

with the course of contract labour. So, this is applicable to all contract workers.  
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So, in conclusion, we can say that the contract labour situation under the old law and new law 

has not been much changed. But there are some more conditions are put in for the registration 

and also the further processing of contract labours.  

At the same time contract labour is becoming the order of the day in India as well. So, this 

contract labouring engaging contract labour is going to be at a very peak for example, in the 

states of southern states. So, in the next class, we are going to deal with migrant workers. So, 

these contract labours are mostly migrant workers.  

So, it is the duty of every contractor to provide basic amenities and basic facilities. Safety, 

security and protection of the health of the contract labourers must be with the contract labour 

contractor. If the contractor licence contractor fails to do this, the responsibility should be 

with the principal employer.  
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So, we hope that these provisions are going to help all employees in service or all those who 

are doing contract work or all contractors. It is going to be more strict in India in the coming 

future. Thank you.  


