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The process of labour reforms has accelerated dramatically. This paper will attempt an analysis of 
the nature of the new labour relations regime that is taking shape and its implications for labour. But 
its overall significance and importance cannot under stood in isolation and therefore before 
attempting an analysis of the labour reforms, it is important to mention briefly and point wise some 
other important aspects of the current capitalist aggression that are underway, and that are closely 
linked with each other and with the issue of labour reforms. This will help in understanding the issue 
of labour reforms in its totality.  

With Chinese economy increasingly saturated and moving up the value chain focusing on made in 
China (developing and expanding their own brands), with huge reserve army of labour and a large 
market India (along with Indonesia and Vietnam) is poised to emerge as new center of global factory 
for low end labour intensive manufacturing. The emergence of Modi government with such a huge 
majority, historical support to him by national and international capital and the whole media 
controlled by them can be understood in this background. In order to make India a major profit 
generating hub for global capital, they want to transform the Indian economy and politics in such a 
way that there is no restriction on capital accumulation and wealth transfer and it provides 
maximum possible scope for profit maximization. The focus is on five areas: a) Privatization of all 
sectors and opening whole economy to FDI (including railways, ports, mines, defence, and 
everything) and duty free imports, to facilitate capture of all resources and markets by the global 
capital; b) Privatization of all services (including electricity, water supply, transport, retail trade, 
health, sanitation, education, communication and insurance etc) and commoditization and 
privatization of those aspects of social life that were out of the scope of capital accumulation (safe 
drinking water and toilet campaign etc) to create new space (and actually a very huge space) for 
capital accumulation (generating profit); c) Accelerating financialisation of accumulation by opening 
banking, finance and real estate sectors; d) Privatisation and financialisation of social security as a 
new area of profit generation; e) expanding the reserve army of labour by mass destruction of 
livelihoods and creating a crisis in the traditional economies and reforming the labour laws to reduce 
the labour cost to the minimum by increasing the vulnerabilities of labour and minimizing space for 
any collective bargaining; and f) removing any effective democratic space and silencing all possible 
voices of dissent. The global capital is extending all possible support to equip Modi government to 
deliver and the Modi government is attempting to achieve these objectives in best possible and best 
creative way, with only hurdle of not having majority in Rajya Sabha. It is expected that in 2016, it 
will be able to achieve the needed majority in Rajya Sabha in whatever way, and the real game will 
start only after that. 

There is already an all round drive of Commoditisation, Privatisation, corporatisation of all public 
resources as well as all public space and all sectors are gradually being opened for FDI. The situation 
is such that the whole economy and politics as well as social life are controlled by the corporate. 
Almost all aspects of our life, the food we eat, the water we drink, energy we use, our health and 
sanitation, various communication systems and transport we use, are all increasingly privatized and 
corporatized. The nature of corporate control being imposed on people has no parallel in history. 



And over and above, the democratic space is reduced to the minimum, the media is almost 
completely corporatized and monopolized, whatever democratic space is there is being 
commoditized and no space is left for people’s organizations to even popularize their slogans and 
demands, now all space (including the walls of buildings, dividers on roads, Body of Buses and 
trains) is paid space.  It is in these situations, the whole political environment is turned in favour of 
corporate capital and against the people. With effective neutralization of the impact of pro-people 
forces and equipped with huge propaganda machinery, the state and capital is effectively propagating 
the anti-people policies in colourful pro-people packages and effectively attempting to manipulate 
their consent.  

This whole so called development is actually emerging as a Monster’s dream. What kind of society, 
economy and politics it is creating? This is creating three distinct classes, one represented by few 
thousands corporate controlling the whole economy and politics, the other around 10 percent-the 
middle class consumers enjoying relatively better life, and the rest 90 percent are increasingly 
completely expropriated and compelled to compete with each other to work as slaves day and night 
without any dissent, just to avoid the hunger pain. 

Looking only on few implications provides a window of the future. 

The government is actually increasingly making itself bankrupt (with no source of income except 
taxing public) and in future it may also create an excuse for not spending any money on public 
welfare. It is to be remembered what happened in Sri Lanka which opened its economy as early as 
1977-78, then prime minister of Sri Lanka Ranil Wickremasinghe in July 2002 made a statement that 
the government is operating with money that is 98 percent of Employees Provident Fund (EPF) 
contributions.1 In 2011 when he was in opposition, he again raised this issue and accused the 
government for using monies in the EPF and ETF accounts to pay government debt.2 
 
It is also to be kept in mind that in almost all countries the new aggression of capitalist globalization 
and liberalization was accompanied with some kind of authoritarian/dictatorial political regimes, 
including China, Vietnam, Indonesia, Philippines, Thailand, Singapore, Malaysia, Korea and Taiwan.  
In South Asia, the Srilanks was the first country to move on this road, and it is worth mentioning 
that it was accompanied with a major change in political system from parliamentary system to an all-
powerful Executive Presidential system.3  The current situations in India also send some warnings of 
such developments. 
 

This whole system of FDI and global value chain is such that it facilitates and accelerates the wealth 
transfer from India to big capitalist countries. For example, it we look at the global value chain of 
production in various industries only about 10-15 percent of share of revenue remains in India in 
the form of profits of local companies and wages of workers, the rest all is captured by the 
multinational companies based in developed countries. 

                                                             
1 Anton Marcus and Melani Brehaut 2003. Sri Lanka; Asia Pacific Labour Law Review, Asia Monitor Resource Centre, 
Hong Kong 
2 Ranil: Govt. Paying Debts With EPF And ETF Funds; http://www.thesundayleader.lk/2011/06/08/ranil-govt-
paying-debts-with-epf-and-etf-funds/ 

3 Saman Kelegama (ed) 2004. Economic Policy in Sri Lanka - Issues and Debates, Sage Publications, 
New Delhi , 2004; pages 522 



Huge agriculture land and forests are being acquired for mining, SEZs, power plants and other 
industries and other urbanization projects and actually unimaginably large area of land is to be 
acquired for planned Delhi-Mumbai and Delhi Kolkata industrial Corridors. Moreover a number of 
ports are made and planned in the coastal regions and moreover inland fishing is opened for 
corporate sector. All this is leading to mass destruction of livelihoods. This is also impacting the 
food security. Privatisation and corporatizing the water resources are further aggravating this 
problem beyond the impacts of land acquisitions. The case of Sheonath river in Chhatishgarh is 
quite revealing in this regards. According to an estimate of Centre for Science and Environment, 
New Delhi, the total water requirement for projects cleared between 2007 and 2011 for five major 
sectors (cement, coalmining, mining, iron and steel, and thermal power) is sufficient to meet the 
daily needs of 250million people, or in other words, these projects are going to create a water crisis 
for 250 million people, and this will have serious impact on agriculture as well. It is to be 
remembered here how the Philippines once a net exporter of rice was converted in to a net importer 
of rice. The same dynamics has already strongly emerged in Kerala, and the current dynamics is 
pushing the whole country on that road. 
What for we are paying this price? The Modi government again and again emphasizes that these 
developments will bring employment and resolve the problem of poverty. Is it true? What is actually 
happening on the ground?  

During 2004-05 to 2009-10, the economic growth rate was about 8 per cent per annum, but the 
employment growth was only about 0.22 percent. A CAG report exposed that that out of the 
45,635.63 hectares of land notified for the development of SEZs, actual operations took place in 
only 28,488.49 hectares or 62 per cent of the land acquired. Neither did the SEZs create any 
significant additional employment nor did it lead to manufacturing or industrial growth. It exposes a 
clear case that the so called development is actually leading to more destruction of livelihoods than 
creating additional employment. On the other hand, all kinds of tax holidays extended to investors 
in SEZs amount a revenue loss in tune of Rs 1.75 lakh crore. CAG report says “Acquisition of land 
from the public by the government is proving to be a major transfer of wealth from the rural 
populace to the corporate world.”  

Moreover, mainly low-productivity informal jobs are created in sectors like construction and not 
high productivity formal jobs in manufacturing. In formal sectors, jobs shifted from regular to 
contract work and actually the whole employment is converted in to non-sustainable and precarious 
employment. The dynamics of new development is such that in the event of any small global 
economic crisis all the jobs are lost in no time, and then the state pumps all the public money to save 
private corporations and throws all the load of crisis on workers further and leave them to suffer 
from hunger pain or suicide. 

It is in this background, we may understand the significance of the issue of labour law reforms. 

The Labour laws and Other Related Laws Under Target (or already amended) and Their 
Implications 

1. Changes in the law on Industrial relations 

It is interesting to note that the new proposed code on industrial relations (clubbing together ID act, 
Trade union act and standing order act) apply to only industrial units with 40 or more workers. 
There is another proposed law on the Small Factories (Regulation of Employment and Condition of 
Services) Bill, 2014, which will be applicable to factories employing 10-40 workers and which clearly 



says that 14 laws including Industrial disputes act, factories act etc4 will not be applicable to these 
units. The small factories bill has only some minimum kind of provisions on industrial relations, 
OHS, wages, social security etc. It is still not clear, which law will apply to industrial units with 1-9 
workers. Agriculture operation is clearly put outside the ambit of both these laws. It is not 
mentioned and hence unclear whether it also applies to other traditional occupations like fisheries, 
horticulture and plantations. It is also not clear, which law will apply to industrial units other than 
factories (i.e., services) with up to 40 workers. Moreover, in various sections of new code of 
industrial relations, the Government has power to exempt conditionally or unconditionally, any 
industrial establishment or class of industrial establishments from all or any of the provisions.  

It is worth mentioning that the most serious problem in current industrial relations scenario is that 
of huge proportion of unreported workers, i.e., large proportion of workers are engaged without 
putting them on any rolls of the company and they do not possess any proof of employment. In 
absence of any of such identity they are unable to make any complaint when laws are violated and 
their dues are not paid by the companies; and moreover they also face harassment by police when 
they do night shifts or overtime work in the night. The new code does not address this problem in 
any way. Employers use this strategy to reduce labour costs and maximize their profits and hence 
this problem can be resolved only with strict provisions and enforcement of heavy punishment for 
employers who violate it. It is to be kept in mind that Labour Laws (Exemption from Furnishing 
Returns and Maintaining Registers by Certain Establishments) Act is already amended and now 
establishments with 10-39 workers (earlier 10-19) are exempted from filing returns for 19 labour 
laws (earlier 9). This will drastically increase the intensity of engagement of unreported workers and 
exploitation of workers in general in industrial units with less than 40 workers. 

It is also important to note that Contract labour act is not made the part of new code on industrial 
relations, and the code simply ignores the aspects related to contract labour; although the issues of 
informal/contract/casual labour and the major aspects of the contract labour act are integral part of 
industrial relations, and currently this is one of the important issue of conflict in almost all 
industries. The employers want to scrap this act; Rajasthan government has already amended the 
contract labour act making it applicable only in units with 50 or more workers rather than earlier 20 
or more workers; many other states are also moving in the same direction, but this new code is silent 
on this. Moreover, another major development in current industrial relations dynamics is that of 
engaging extremely higher proportion of apprentices and using them as source of cheapest and most 
vulnerable workforce. In these situations there is no logic why they are not considered as workers 
for all practical purposes. Therefore the issue of apprentice is also integral part of industrial 
relations, but the new code simply ignores these issues and neither contract workers nor apprentices 
find any mention in the new codes. The most serious part of labour law reforms is the amendment 
in Child labour act that allows children to be engaged in household enterprises in the name of 
learning skills. This is naturally going to increase the intensity of child labour considering the fact 
that in new production systems household industries are integrated with global value chains and 

                                                             
4 14 labour laws will not be applicable to small factories including: The Factories Act, 1947, The Industrial Disputes Act, 
1947, The Industrial Employment (Standing orders) Act 1946, The Minimum Wages Act,1948, The Payment of Wages 
Act, 1936, The Payment of Bonus Act, 1965, The Employees State Insurance Act, 1948, The Employees Provident 
Funds and Miscellaneous Provisions Act, 1952, The Maternity Benefit Act 1961, The Employees compensation 
Act,1923, The Inter-state Migrant Workmen (Regulation of Employment and Conditions of Service ) Act, 1979, (State) 
Shops and Establishments Act, The Equal Remuneration Act, 1976 and The Child Labour (Prohibition and 
Regulation)Act, 1986 



engage significant proportion of workers and contribute significant proportion of value addition in 
industries.  

One of the major issues that emerged with new system of production is that now everything is 
linked with the global value chains, majority of local industries producing for transnational brands 
and almost completely dependent of production orders of these brands. In these situations they face 
serious problems of fluctuating production orders and so need fluctuating production capacities 
accompanied with continuous pressure from brands to reduce costs. This is one of the important 
factor behind the problems of brutalization of labour exploitation-extremely excessive overtime, 
extreme intensification of labour process, not paying even minimum wages, no premium payment 
for overtime, engaging large numbers of unreported workers and frequent hire and fire to avoid 
paying social security, bonus and gratuity. This is why one of the demands emerged for a new law or 
a new section in industrial relations law on outsourcing and responsibility of insuring labour 
standards across the value chains, with clear provisions for: a) compelling Brands or other Ist and 
IInd tier customer companies to make yearly contracts with supplier companies, rather than order 
based contracts, and that the cost of total orders in a year must include (along with cost of other 
factors and profit margins of suppliers) total cost of wages, social security contributions, cost of 
occupational health and safety, layoff wages and severance payment to workers if the orders are 
discontinued after a year (in case the supplier company is working for multiple brands and other 
customer companies then the above total cost may be distributed among them accordingly); b) the 
above cost breakup of the work orders showing the component of wages must be declared by the 
supplier companies on their website so that accountability can be insured, and in case of violations 
the brands and suppliers can be made responsible and punished; c) the law must clearly state that the 
brands and other customer companies, whether national or foreign, are equally responsible for 
ensuring compliance of labour standards across their value chain and share its costs, and in case of 
any violations reported in their value chains the brands may be made equally responsible and 
punished. But the new code of industrial relations cleverly skips this aspect completely. 
 
Standing Orders: In the new code the Standing Orders will apply to only industrial units with 100 
or more workers. In many states it is applicable on industrial units with 50 or more workers, but in 
the new proposed central code limit of 50 workers is not incorporated. A standing order provides 
for clear cut policies and provisions all various aspects of working conditions. It is not 
understandable why it is not made applicable for all industrial units. It is only a case of denying a 
basic right to workers without any proper logic. 
 
Right to Association and Collective Bargaining: The trade union act is already amended that 
increased the requirement of membership to 10 percent or 100 members for registration of trade 
unions. The earlier requirement was only for 7 members. Now the requirement of 7 members 
applies only in the units where 10 percent of workforce is less than 7. Non-worker members of trade 
unions or outsiders played a crucial role in formation and strengthening of the trade union 
movement, but the new proposed Code on Industrial Relations does not allow any outside member 
in trade unions in organized sector. In unorganized sector trade unions also only two outside 
members are allowed. This will certainly weaken the trade unions. In new code there is a provision 
for Registrar making an order on the application for registration of trade union within 60 days, if no 
communication is received from registrar within this time limit the union may be deemed registered. 
But anyone familiar with current state of industrial relations dynamics knows well that sixty days is a 
very long period and there are all possibilities the application gets leaked to the employers and large 
scale victimizations of workers fails the unionization process.  



The new code also does not bring out any provision for recognition of trade unions. Although in 
many states there is clear provisions and procedures for recognition of trade union, but these 
provisions were not incorporated in the new central code. This is one of the biggest problems that 
the trade unions face, because in the lack of any law of recognition, the employers generally deny 
recognition to the unions truly representing workers, rather they create and recognize yellow unions 

There are provisions in the new code for a Works Committee and a Grievance redressal Committee. 
This is a mockery of collective bargaining. These committees will have equal number of 
representatives from workers and management. In these situations is it unimaginable that workers 
may dare to raise their voice in these committees. 

Rights to Strikes: Definition of strike is changed and a group of workers (50% or more) taking 
casual leave together is also considered (illegal) strike. The provisions for going on a strike is made 
so complex that it is almost next to impossible to have an effective strike if all legal procedures are 
followed. The provisions earlier applied for public utilities are now applied to all industrial units-2 
weeks’ notice and soon after conciliation proceedings triggered and in pendency of these 
proceedings strike not allowed. If the strike is called without following legal procedures there are 
heavy punishment for the workers as well as those who support or help the strike. It is interesting to 
note that punishment for workers for illegal strike and those for employers for illegal lockout is 
same (50000 to 1 lakh and/or imprisonment). It is also prohibited for workers to stage, encourage or 
instigate such forms of coercive actions as willful, "go-slow", squatting on the work premises after 
working hours or "gherao" of any of the members of the managerial or other staff during 
conciliation proceedings and that no worker shall stage demonstrations at the residence of the 
employers or the managerial staff members during conciliation proceedings and adjudication 
proceedings before the Tribunal and National Tribunal. It is interesting to note that in small 
factories bill, there is no mention of strike or right to strike. This is completely unclear whether right 
to strike exists for them or not. The term Collective dispute is used in small factories bill, and it 
provides that not less than fifty one percent of the workers, directly or through a trade union of 
workers, may raise a dispute about general demands before the Conciliation Officer appointed under 
the Industrial Disputes Act, 1947 and that if the dispute is not settled within 90 days of filing the 
dispute before the Conciliation Officer, the workers or the trade union may submit a statement of 
claim before the Labour Court. It is also interesting to note that the recent Gujarat Labour Laws 
(Gujarat Amendment) Bill 2015 prohibits the strikes in public utilities for two years (existing 6 
months), and moreover it brings out a new provision to settle various offences out of court. It is 
also worth mentioning that in small factories bill there is a crazy clause: “If ten or more worker, 
acting in concerted manner remain absent from duty without due notice and reasonable cause, the 
employer shall be entitled to mark them absent and deduct eight days wages of each worker.” 

Job Security: Under the new code on industrial relations the job security applies to only the 
industrial units with 300 and more workers, in which case the employers are required to take 
permission from the government before retrenchment and layoff of the workers. In Industrial 
Disputes act this provision applied for all industrial units with 100 or more workers. Therefore now 
Easy hire and fire is allowed in all industrial units with 300 and more workers, and actually there are 
very few units with 300 or more workers. Industrial units with less than 50 workers need not take 
any permission from the government for closure; however, those with more than 50 workers need 
to give 60 day’s notice for closure. The compensation to workers facing retrenchment or closure is 
increased from 15 days per completed year of continuous service to 45 days. Notice period is one 
month in case of units with less than 300 workers and 3 months in case of units with 300 and more 



workers. It can be easily understood that in a situation of easy hire and fire in case of units with less 
than 300 workers, the employers will leave no space for such claims. By giving breaks, not putting 
them on rolls and periodically discontinuing their services, the employers can easily avoid paying 
compensation. This is how they also escape from paying gratuity to workers. The new code also 
removes the protection from change in service, and in case of lay off if workers do not accept any 
alternative employment in the same establishment they lose the compensation as well. It is also 
interesting to note that small factories bill provides only for 15 days of compensation for each 
completed year of service and not 45 days, so it is not clear, whether the 45 days will apply to small 
factories as well or not. Rajasthan government has already amended the industrial disputes act in the 
same line, and Maharashtra government is also doing the same.  

2. Changes in the Law on wages 

There were two major demands of labour movement on the issue of wages:  

a) The wage law must contain clear criteria for determination of minimum wages, annual 
increments and mode of payment and this must be same and apply to all wage workers and 
home based workers, without any exception. This must be made mandatory to provide a proper 
wage slip to all workers showing all payments made in a month including the overtime wages 
(except casual workers engaged for not more than 8 hours in a week and 5 days in a month). The 
current criteria on minimum wage determinations includes: i) 3 consumption units for one 
earner, ii) Minimum food requirements of 2700 calories per average Indian adult, iii) Clothing 
requirements of 72 yards per annum per family, iv) Rent corresponding to the minimum area 
provided for under Government's Industrial Housing Scheme, v) Fuel, lighting and other 
miscellaneous items of expenditure to constitute 20% of the total Minimum Wages, vi) Children 
education, medical requirement, minimum recreation including festivals/ ceremonies and 
provision for old age, marriage etc. should further constitute 25% of the total minimum wage, 
vii) Local conditions and other factors influencing the wage rate. It was a demand of labour 
movement to revise this criteria to consider 4 consumption units in place of three, to consider 
the actual rent of a two room flat or equal to at least 30 percent of wages, the cost of children 
education, medical etc may also be revised to make it 30 percent of wages, and to include one 
more component: viii) travel and communication.  

b) The law of wages must clearly declare that the minimum wages apply to only on workers without 
any work experience. After an experience of six months their wages must cross the minimum 
wages and they must get an increment and further years of experience must be reflected in their 
wage increments. The procedure of determination of wages must be transparent and wages so 
fixed must be declared with their detailed break up to enable the workers to see whether 
allocations to all factors are properly considered.  

c) The Minimum wages act as it exists currently, does not clearly define the categories of unskilled, 
semi-skilled, skilled and highly skilled workers and therefore it depends on whims of employers 
to put a worker in any of these categories. The new wage law must clearly define these 
categories, for example: a) Unskilled: Non ITI fresh workers without any experience; 
Semiskilled: Non ITI Workers with one year experience in any factory in same industry or 
related industry; Skilled: Workers with Fresh ITI degree and no experience or Non ITI workers 
with two years experience; Highly skilled: Workers with ITI degree and one year experience or 
non ITI workers with three years experience. Minimum wages of any of these categories must be 
30% more than the preceding skill category.  



d) Even if only the government accepted criteria of determining the minimum wages is followed 
transparently, the minimum wages in any part of India and in any sector may not be less than Rs 
15000 per month. 

e) There must be only one system of revision of minimum wages. In all states dearness allowance 
must be added in their wages in every six months, and the revision of wages must be done every 
three years, rather than every five years. 
 

The new code on wages (clubbing Minimum Wages Act, Payment of Wages Act, Payment of 
Bonus Act and Equal Remuneration Act) does not address any of these issues; rather, it further 
downgrades the wage law.  

No more national floor wage, now only state wages:  Under the Minimum Wages Act 1948, 
both central and state government can fix minimum wage rates in various sectors, with 45 
sectors in the central sphere and 1,679 areas under states' jurisdiction, but under the new Labour 
Code on Wages only state governments have power to fix minimum wages. In a situation when 
all the states are competing with each other for attracting investments, this law will lead a race to 
the bottom among states, and the sufferings of the labour will be increased many fold.  

It is also worth mentioning that recently the government has initiated a new amendment in 
Employees Provident Fund Act, and according to one of its provisions the PF contribution of 
employers will be considered as part of wages. There is an apprehension that after this law 
comes in to effect, the employers may also count their PF and ESI contribution in wages and by 
this the take home wages of workers may be reduced. It also appears a future game of the state 
and employers, in that, by clubbing the ESI and PF contribution of employers with minimum 
wage amount they may claim that the wages paid to the workers are far higher. 

Equal Remuneration Act practically scrapped: In the current phase one of the important 
struggles of the workers is that of contract/casual/honorary workers strongly raising the 
demand for regularization of their services and most importantly demanding the equal wages for 
equal work, and Equal Remuneration Act, 1976 provided strong ground for this. But the new 
code on wages has almost completely removed this aspect from the law and talks only about 
discrimination in wages on ground of sex. Moreover, the equal remuneration act not only 
prohibited discrimination in matter of wages, but also in recruitment of workers on the basis of 
their gender. The act also provided for constitution of an advisory committee with equal 
representation of women members to advise governments on increasing work opportunities for 
women along with appointing labour officers for hearing complaints on this issue. 

The Inspectors became facilitators: Under new code the role of inspectors is not insuring 
enforcement of laws but “supply information and advice to employers and workers concerning 
the most effective means of complying with the provisions of this code” and “to assist the 
work of industrial establishments and factories and to provide guidance to establishments”. This 
is self explanatory, how the whole purpose of minimum wage law and payment of wages law is 
going to be defeated by the new code.  

Bonus payment may be rare and meager: Under the new code on wages expands the 
exemptions under section 16 of Payment of Bonus Act for all newly set-up establishments. 
Therefore, keeping in mind that the establishments with less than 50 workers do not need any 
permission of government for closure of enterprises, they may avoid paying bonus whole life 



just by keeping on closing and reopening their enterprises in every few years-and that actually 
they keep on doing to continuously getting the benefit of various tax exemptions. Moreover, 
now it will be difficult for workers to know how much bonus the employers need to pay them 
legally. Section 23(2) of the Payment of Bonus Act, 1965 provided that the trade unions can 
legally access audited accounts and balance-sheets of employers, to calculate the bonus that they 
must be paid. But the new code on wages scraps this provision and now trade unions have no 
right to access the above documents of employers. It was one of the major demands of All India 
Organization of Employers and they got it.  

3. Changes in the laws on Social security 

The current aggression of capital globally was accompanied with a strategy to project a good image 
of corporate by monopolizing the information machinery, and at all levels and every where the 
propaganda was managed in such a way that systematically good sounding, pro-people and 
democratic terminologies and slogans were used for practicing anti-people policies and strategies. 
The rule of the game being, “appear to be doing, rather than practically doing something for people” 
and “talking good, but doing bad”. Terminologies of “liberalization”, “globalization” and “global 
village” are the best examples of this strategy. At the ground level also the same strategies are used 
systematically and the best example of this is on the social security issue in India. In the name of 
extending the social security for unorganized sector workers the Unorganized social security act 
2008 was enacted but it has practically no meaning in terms of social security, rather, it was targeted 
to justify and institutionalize the duality of labour and informalisation of labour. Now with a very 
large scale propaganda some insurance schemes are launched that are actually targeting to facilitate a 
process by which the corporate can grab every penny left in the pocket of millions of innocent poor 
people in the country, and at the same time, silently scrapping all the rights of people for access of 
free or affordable health and for compensation claims in case of any losses in their livelihoods due 
to natural/manmade disasters or subsidies of various kinds etc. Everyone knows that health 
insurance benefits may be rarely claimed by the working class, because they are hand to mouth and 
even if bed ridden they prefer to be at home in families care rather than admit in the hospital, and 
the health insurance benefits are available only when one is admitted in a hospital. In such situations 
the whole money they will be depositing (or even if government is depositing it is public money) is 
silently looted by the corporate. For one worker, the money may be few rupees but if we consider 
the whole population of the country, the whole amount may be hundreds of billions. The same 
game also appears in case of other insurance schemes. It is also to be kept in mind that FDI is now 
allowed in Insurance, and one can understand why foreign investors are so interested in insurance. 
In a country with 1.25 billion populations, even if one rupee can be grabbed from each, it forms 1.25 
billion. The great sanitation campaign-the toilet propaganda has also similar dynamics and similar 
objectives. 

But most important game on social security is on Pension law, provident fund law and Employees 
state insurance. The new pension scheme is already being implemented in Railways and other 
government sectors, and also to the so called unorganized sectors. Even after strong opposition 
from trade unions the new pension scheme was implemented and now the government has started 
giving option to organized sector as well to choose between Employees Provident Fund and New 
pension scheme. Naturally the employers will prefer the new pension scheme.  The pension scheme 
under EPF Act offered a guaranteed pension amount, including a family pension, and disability 
pension. But in the new scheme all these benefits are lost, and there is even no guarantee of the 
principal amount, the benefits will depend on rise and fall in share markets, because the pension 



amount will be held by banks and insurance companies (ICICI prudential fund, IDFC pension fund, 
Kotak Mahindra pension fund, Reliance capital pension fund, SBI pension fund, UTI retirement 
solution and Annuity service provider etc) and it will be invested in financial markets of various 
kind. The trade unions are protesting against investing pension fund in financial markets and 
demanding atleast Rs 3000 per month guaranteed pension, but the government is not listening and 
offering only Rs 1000 per month. 
 
The Employees State Insurance (ESI) remained a life line for industrial workers (who were able to 
access it) covering various aspects of social security. But now it seems that this lifeline will also be 
lost for majority of workers. On the one hand, there are attempts to privatize the ESI hospitals, in 
line with privatization of whole health sector. On the other hand, there are also attempts to put 
majority of workers out of the coverage of ESI. The small factories bill that may apply to all 
factories engaging less than 40 workers (i.e. units with 10-39 workers) does not include the ESI act. 
In place of applicability of ESI, it provides for a contributory health or medical insurance, in which 
employer and worker shall contribute ten percent of the wages, and that the insurance scheme will 
include a component for insurance towards injury or death arising out of and in course of 
employment at a rate not less than that prescribed under the Employees Compensation Act 1923. In 
this way the ESI is being replaced by a private insurance in the so called small factories, and the 
contribution share of workers is increased many folds. In the similar way, the provident fund 
scheme for these small factories is also changed. According to the small factories bill, the employers 
shall ensure that all workers are covered by a Provident Fund scheme, approved by the Insurance 
Regulatory and Development Authority and that employers and workers shall contribute ten percent 
of the wages, basic and DA to this fund. The contribution share of workers taken together for 
health insurance and provident fund is so high that the workers themselves may not choose to 
register in these schemes, particularly in a situation when they are frequently hired and fired and as 
end result the employers may not have to bother about all this. And to whatever extent these 
schemes are able to run, they will provide a huge space for profit generation for insurance 
companies holding this money. The workers in the so called small scale factories (and actually in 
factories up to 300 workers as well) may also be never able to claim gratuity because in a situation of 
frequent hire and fire, they will never be able to provide a proof of working in a particular factory 
for 60 months or so.  
 
Moreover, the government is also amending the EPF Act. The one of the provisions of the 
amended act says that PF contribution of employers will form part of wages. This will have 
implications for wages as we discussed earlier. But this may also have another implication in terms 
of increased deductions for PF and ESI from the salary of workers and therefore the take home 
wages of workers will decrease. 
 
Most importantly, the government is now making the PF taxable. This was unimaginable in any 
country. Social security benefits were never taxed. This shows to what level the government is 
moving to tax the people and benefit the corporate. 
 
This is also important to note that in recent years there is a cut in social sector spending of the 
government by about 1.7 lakh crore rupees (Rs 66222 crore cut in grants on social sector schemes 
and Rs 1.03 lakh crore cut by not implementing the food security program aimed at 67% of 
population). 
 



There was a demand for a Central Welfare and Cess act applicable in all occupations to ensure the 
contributions from industrialists, traders and other business houses in all sectors for financing the 
Social security or welfare boards of various sectors covering all those workers that may not be 
covered under EPF Act and ESI Act. But there appears no initiative in this direction.  
 

 
4. Changes in law on Occupational health and safety 

It is said that the government is also attempting to club all occupational health and safety legislations 
in one law, so overall picture is yet to emerge. But the direction of amendments is more or less clear.  

First and foremost, factories up to less than 40 workers are put out of the Factories act and very 
minimum kind of occupational health and safety standards and minimum kind of working 
conditions will apply to these so called small factories. This is very much clear in the new Small 
factories bill which goes beyond the Rajasthan government’s amendments to the factories act that 
defines factories as those engaging 20 workers with power and 40 workers without power. There are 
no clear provisions of chemical and physical safety and it only says that, in case of hazardous 
industries the Factories Act may apply. There will be no facility of canteen etc in small factories. 
There will also be practically no crech in small factories, as the text in small factories bill is little 
changed and provides scope for avoiding it. It says: “In every small factory and wherein twenty or 
more women worker are ordinarily employed and even if one of them has a child below the age of 
six, there shall be provided and maintained a suitable room or rooms for the use of such children.” 
By adding, “even if one of them has a child below the age of six” this scope is created to avoid 
crech, they can easily manage that there is no women (or there is no women declaring it) with a child 
below six years. 

The small factories bill has increased the total number of permissible overtime hours from 50 to 96 
hours in a quarter. The Maharashtra government is amending the factories act to increase the 
permissible overtime hours to 115 hours in a quarter. The same is proposed in the central 
government’s proposed amendments to the Factories Act. 

The amendments done (or in process) in the Factories Act in the state of Haryana, Rajasthan, 
Madhya Pradesh, Punjab, Andhra Pradesh and Maharashtra, as well as the proposed amendments by 
central government allow the engagement of women in the night shifts.    

The amendment proposed in the factories act by central government also deletes first schedule 
providing the list of hazardous substances and hazardous industries. This is going to complicate the 
problems further and open a space for long debates and disputes on whether a substance is 
hazardous and whether an industry can be said to be hazardous, whenever claims will be made by 
the workers. This will ultimately increase the sufferings of affected claimant workers. In the wake of 
flooding of hazardous industries and hazardous production operations in India, there was a demand 
to update the list of hazardous substances and industries and create a well equipped system to for 
quick decisions if any claims are made for adding new hazardous industries and substances in the 
schedule. But rather than addressing this demand, the government is deleting the schedule and just 
providing a definition of hazardous substances and industries. 
 
 

5. Changes in some other related major laws 



The Modi government is aggressively moving to amend the land acquisition law to facilitate easier 
acquisition of farmers’ land for industrial and infrastructure projects. On the other hand, the law on 
food security is also going to be amended to reduce the coverage of population under food security 
law. It is interesting to note here that Land reform bill 2011 have been consciously and 
systematically dumped in to the lost memory and no one talks about it. 

Conclusions 

As we earlier discussed that the strategy seems ‘appear to be moving in right direction but actually 
moving in completely opposite direction’. Initially it may appear that the initiative of central 
government is targeted towards integrating various labour laws to end the multiplicity and make 
them more effective. But after closely examining what is being done in the name of integrating the 
labour laws it becomes clear that on the one hand, rather than resolving the complexity it is creating 
more complexities; on the other hand it is targeted towards downgrading the labour laws in the line 
with demands of the employers’ organizations. Closely looking at what employers are demanding 
and what the government is doing one may find that in many sections word by word and sentence 
by sentence are picked up from their suggestions.  

It seems that the Modi government and the employers’ organizations have realized that quickly 
achieving the objectives of labour reforms and amendments in other crucial laws like land 
acquisition law may not be possible because of strong opposition in Rajya Sabha where Modi 
government is in minority. Therefore, now two fold strategy is being used, on the one hand, more 
focus is on state level changes in laws and on the other hand, there is an attempt to club the labour 
laws at central level so that only few ordinances are needed for amending all labour laws, and also 
the business will be easier in case they plan to call the joint house to pass these amendments. It is 
interesting to note that the employers’ organizations are also demanding that state governments may 
be given sole authority on labour laws. In labour code on wages, the government has already 
attempted to give sole power to the state to fix and revise wages. Moreover, initially the employers 
organizations were against integrating the labour laws but probably because of the above factors 
later they also started demanding the clubbing of labour laws. The Modi government will try by all 
means to manage a majority in Rajya Sabha but that may take time and there is only little chance that 
they may get it in 2016. Therefore, more focus is creating a state level dynamics. The BJP led 
governments are taking the initiative and it is expected that other states may be soon compelled to 
do the same in order to compete for investments for so called development of their states.  

The picture of labour relations system that emerges from the labour law amendments done or in 
process at central and state level can be summarized as follows: 

Job security and more comprehensive labour laws will apply to industries with 300 or more workers. 
Actually there are and there will be very few industrial units that will come in this category. Even 
when certain industries require this much workforce, they may be able to escape from this category 
by engaging less than 300 workers, and maintaining rest of the workforce as apprentices who are not 
considered workers 

Majority of Industrial units will manage to remain within the limit of small factories (less than 40 
workers) to avoid applicability of 14 labour laws including factories act and industrial act etc. Even if 
they require more work force they may be able to manage in the above way, or by simply by using 
large number of unreported workers which they will be able to manage by virtue of easy hire and fire 
system.  



There will be few industries in the categories of engaging up to 100 workers. It will be as good for 
them as in the category of less than 40 workers, except that they may need to take permission for 
closure. Below 100 factories may not be required to have standing orders and will enjoy easy hire 
and fire system. Therefore on the whole, most of the industries may be within this limit and if they 
require more workforce, they may manage it by engaging large numbers of apprentice workers. 

No labour law will apply to the household industries and they will grow like anything with their 
linkages in global value chain and will represent the space of most exploited labour including the 
child labour. Probably similar will be the situation in manufacturing units with 1-10 workers, it is still 
not clear whether any industrial relations law and occupational health and safety law will apply to 
them. 

There may also be a new development in labour relations where in contract labour system may come 
to an end, because in the new system there are enough space for employers engaging less than 100 
workers to easily hire and fire the workers, and engage large number of apprentices. 

There seems a big game on wages to project the current wages at higher level without any increase 
but only by adding employers’ PF and ESI contribution in wages; the resultant effect will actually 
reduce the take home wages.  

Easy hire and fire in industrial units with less than 300 workers will increase the vulnerability of 
workers drastically and unionization of workforce will be highly difficult. This will create a major 
challenge for workers in exercising right to association and collective bargaining. 

Right to strike is under serious attack. By requirement of 14 days prior notice and then conciliation 
proceedings, practically the whole industries are put in public utility services. It is not clear in 
amendments whether workers in small factories will have right to strike. The states are also taking 
similar initiatives to curtail right to strike; for example, the state of Andhra Pradesh has already 
declared the automobile industry as public utility service, and state of Tamilnadu is also considering 
the same. It is to be kept in mind that the wave of strikes that emerged from 2005 mainly on the 
issue of right to association and collective bargaining and against contract labour system has been 
most strong in automobile sector. Moreover, as we already discussed, the recent Gujarat Labour 
Laws (Gujarat Amendment) Bill 2015 prohibits the strikes in public utilities for two years (existing 6 
months), and moreover it brings out a new provision to settle various offences out of court.  

Most serious impact may be felt in drastically increasing the health and safety problems because on 
the one hand, the small factories (less than 40 workers) are put out of The Factories Act, on the 
other hand, excessive overtime is getting legal justification and list of hazardous industries and 
substances are deleted in the new proposed amendments. One may think about the impact of all this 
keeping in mind the self certifications granted to various industries under various labour laws and 
labour inspectors becoming facilitators, in a situation when the country is becoming a dumping 
ground of hazardous industries. 


