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PREFACE
With the evolution and progress of industrial society, labour legislation has become very dynamic
and complex. The labour enactments are of importance to managements for their proper
implementation; for the employees to receive their statutory benefits; and for the government to
enforce statutory provisions.
The book Industrial Regulations deals with eight labour enactments and annexes to it a skill
development exercise. It is as per the course contents of 6th Semester B.Com of Bangalore University.
The eight labour enactments are: the Payment of Wages Act; the Payment of Bonus Act; the
Employees’ State Insurance Act; the Employees’ Compensation Act; the Payment of Gratuity Act;
the Factories Act; the Minimum Wages Act; and the Employees’ Provident Funds and Miscellaneous
Provisions Act.
The skill development exercise covers: (a) preparation of a list of statutory records and documents
under the above enactments; (b) calculation of gratuity with an illustration; and (c) calculation of
pension with an example.
I hope the course material meets the expectations of the students for whom it is meant.

A M Sarma
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SYLLABUS
OBJECTIVE
The objective is to enable the students to understand the various laws relating to Industrial
Labour.
Unit 1: PAYMENT OF WAGES ACT – 1936

10 Hrs

Definitions; Responsibility for payment of wages; fixation of wage period; Time of Payment of
Wages; Mode of Payment; Deductions from wages for absence from duty, damage or loss, for
services rendered, recovery of advances and loans; Maintenance of registers and records; Penalty
for offences; Payment of undisbursed wages in case of death.
Unit 2: PAYMENT OF BONUS ACT – 1965

06 Hrs

Definitions, eligibility for bonus, payment of minimum and maximum bonus, disqualification for
bonus, set on and set off allocable surplus, time limit for payment of bonus.
Unit 3: EMPLOYEE STATE INSURANCE ACT – 1948

10 Hrs

Contributions: Who is to be insured, principle employer to pay contribution in the first instance,
general provisions as to payment of contributions, method of payment.
Benefits: Sickness benefit, maternity benefit, disablement benefit, presumptions as to accidents
arising in course of employment, dependents benefit, medical benefits.
Penalties: Punishment for false statement, punishment for failure to pay contributions and
prosecutions.
Unit 4: WORKMEN COMPENSATION ACT

10 Hrs

Introduction, Scope, accidents arising during and in course of employment, circumstances when
the workman is entitled for compensation.
Unit 5: PAYMENT OF GRATUITY ACT – 1972

06 Hrs

Definitions, continuous service, payment of gratuity, compulsory insurance, nomination,
determination of the amount of gratuity.
Unit 6: FACTORIES ACT – 1948

08 Hrs

Health: cleanliness, disposal of waste, ventilation, dust and fume, artificial humidification,
overcrowding, lighting, drinking water, toilets, spittoons.
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Safety: Fencing of machinery, work on or near machinery in motion, employment of young
persons on dangerous machines, Safety officer.
Welfare: Washing facilities, facilities for storing and drying clothing, facilities for sitting, first
aid appliances, canteens, shelters, restrooms and creches. Working hours for adults, annual leave
with wages.
Unit 7: MINIMUM WAGE ACT – 1948

10 Hrs

Definitions, fixing of minimum rates of wags, procedure for fixing and revising minimum wages,
payment of minimum rate of wages, wages in kind, fixing hours a normal working day, overtime.
Employees’ Provident Funds and Miscellaneous Provisions Act 1952: Short Title and Extent;
Definitions, Employment provident fund scheme, Employees’ pension scheme, employees deposit
linked insurance scheme.
SKILL DEVELOPMENT
1. Preparation of list statutory records and documents to be maintain under Labour Act
2. Calculation of gratuity with imaginary figures
3. Calculation of pension with imaginary figures
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UNIT

1

The Payment of Wages
Act 1936

In the earlier days, the imposition of fine was a fairly general practice in perennial factories
and railways. There used to be other deductions from the wages paid to the workers, such as for
medical treatment, education, interest on advances of the workers’ own wages, charities, and
religious purposes selected by the employer. An important feature which added to the embarrassment
of the workers at various places was comparatively the longer period in respect of which wages
were paid. There was no uniformity in the payment of wages. Long intervals between wage
payments invariably added to the inconvenience of the workers.
The Royal Commission on Labour in its report (1931) recommended, among other things, that
legislation on deductions from wages and fines was necessary and desirable. The Commission
examined the delays in the payment of wages and the practice of deductions from the wages of
an employed person. In the light of its recommendations, the Government of India introduced a Bill
seeking to regulate the delays and deductions in the payment of wages to industrial and plantation
labour. The Bill was passed in 1936 and the Act came into force from 28th March, 1937. In
exercise of the powers conferred under the Act, the Maharashtra Government framed rules known
as the Maharashtra Payment of Wages Rules, 1963.
The Act is in three parts. Part I deals with the regulation and payment of wages by the
employer. Part II specifies the heads under which deductions can be made from wages. Part III
provides a machinery for enforcing specific claims arising out of delayed payments, deduction from
wages, appeals, etc. It is a self-contained Act and provides its own machinery for the disposal of
the claims. The Act contains 26 sections.

1.1 OBJECT OF THE ACT
The object of the Act is to regulate the payment of wages to certain classes of persons
employed in industry in a particular form and at regular intervals; and to prevent unauthorised
deductions from the wages. The Act is concerned merely with the fixation of wage periods and
not with the fixation of wages.
-1-
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1.2 APPLICABILITY
The Act is applicable to persons employed in any factory, railway, and to such other
establishments to which the appropriate Government may, by notification, extend the provisions of
the Act after giving three months’ notice to that effect. In the case of industrial establishments
owned by the Central Government the notification can be issued with the concurrence of the
Central Government.
This Act applies to wages payable to an employed person in respect of a wage period if such
wages for that wage period do not exceed Rs. 18,000 per month or such other higher sum, which
on the basis of figures of the Consumer Expenditure Survey published by the National Sample
Survey Organisation, the Central Government may, after every five years, by notification in the
Official Gazette, specify.

1.3 DEFINITIONS
Wages: “Wages” means all remuneration (whether by way of salary, allowances or otherwise)
expressed in terms of money or capable of being so expressed which, if the terms of employment
express or implied were fulfilled, would be payable to a person employed in respect of his
employment or of work done in such employment. It includes:
(i) any remuneration payable under any award or settlement between the parties or order
of a court;
(ii) any remuneration to which the person employed is entitled in respect of overtime work
or holidays or any leave period;
(iii) any sum which by reason of the termination of employment of the person employed is
payable under any law, contract or instrument which provides for the payment of such
sum, whether with or without deduction but does not provide for the time within which
the payment is to be made;
(iv) any sum to which the person employed is entitled under any scheme framed under any
law for the time being in force.
However, it does not include:
(i) any bonus (whether under a scheme of profit-sharing or otherwise) which does not form
part of the remuneration payable under the terms of employment or which is not payable
under any award or settlement between the parties or order of a court;
(ii) the value of any house accommodation or of the supply of light, water, medical attendance
or other amenity or of any service excluded from the computation of wages by a general
or special order of the State Government;
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(iii) any contribution paid by the employer to any pension or provident fund and the interest
which may have accrued thereon;
(iv) any travelling allowance or the value of any travelling concession;
(v) any sum paid to the employed person to defray special expenses entailed on him by the
nature of his employment; or
(vi) any gratuity payable on the termination of employment (Sec. 2-vi).
Employed Person: Employed person includes the legal representative of a deceased employed
person.
Employer: Employer includes the legal representative of a deceased employer.
Industrial Establishment: It means any:
(a) tram-way service, or motor transport service engaged in carrying passengers or goods,
or both by road for hire or reward;
(b) air transport service other than such service belonging to, or exclusively employed in the
military, naval or airforce of the Union, or the Civil Aviation Department of the Government
of India;
(c) dock, wharf, or jetty;
(d) inland vessel mechanically propelled;
(e) mine, quarry or oil field;
(f) plantation;
(g) workshop, or other establishments in which articles are produced, adapted, or manufactured,
with a view to their use, transport or sale;
(h) establishment in which any work relating to the construction, development or maintenance
of buildings, roads, bridges or canals or relating to operations connected with navigation,
irrigation or the supply of water, or relating to the generation, transmission, or distribution
of electricity, or any other form of power is being carried on; and
(i) any other establishment, or class of establishments, which the Central or a State
Government may, notify in the Official Gazette.

1.4 WAGE PAYMENT
The responsibility for the payment of wages under the Act is that of the employer or his
representative. In the absence of the employer, a person who employs the labourers and with
whom they enter into a contract of employment will be regarded as the employer (Section 3).

4
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No wage period shall exceed one month in any case. The main purpose of this provision is
to ensure that inordinate delay is not caused in the payment of wages and that a long time does
not elapse before wages are paid for the period for which an employee has worked.
Wages may be payable daily, weekly, fortnightly and monthly. But the payment thereof must
not extend over a period longer than one month (month means a solar month; a period of four
weeks or 30 days).
Where less than 1,000 persons are employed, wages shall be paid before the expiry of the
7th day and in other cases before the expiry of the 10th day, after the last day of the wage period.
If for instance the wage period fixed is the first day of January to the thirty-first day of January
an employed person working in any railway, factory or industrial establishment in which less than
one thousand persons are employed would be entitled to receive his wages before the seventh day
of February and in other cases on the tenth day of February in respect of the wage period of
January.
In case the employer terminates the services of an employee, the employee is entitled to
receive the wage earned by him before the expiry of the 2nd working day from the day on which
his employment has been terminated [(Section 5(2)]. The weekly or other recognised holidays are
to be excluded in computing the second working day.
All wages shall be paid in current coin or currency notes or in both. The employer may, after
obtaining the written authorisation of the employed person, pay the wages either by cheque or by
crediting the wages into his bank account (Section 6).

1.5 DEDUCTIONS FROM WAGES
Wages shall be paid to an employed person without deductions of any kind except those
authorised by or under the Act. Withholding of increment or promotion (including the stoppage of
increment at an efficiency bar); reduction to a lower post or time-scale or to a lower stage in a
time-scale, and suspension are not deemed to be deductions from wages (Section 7).
The term ‘deduction from wages’ has not been defined in the Act. However, the Act
specifies the heads from Sections 7 to 13 under which deductions from wages may be made,
namely, fines, deductions for absence from duty, deductions for damage to or loss of goods of the
employer, deductions for house accommodation made available by the employer, deductions for
amenities and services made available by the employer, deductions for recovery of advances or
for adjustment of over-payments of wages, deductions for recovery of loans, deductions for
income-tax payable by the employee, deductions for payments to co-operative society, deductions
provided under different statutes, deductions made with the written authorisation of persons for
payment of life insurance premium or national small savings.
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Deductions may be made by an employer, with the written authorisation of the employed
person, from the wages payable to such an employed person, for payment of contribution to any
welfare fund constituted by the employer for the welfare of employed persons and the members
of their families, and also for the payment of the fees payable by the employed person for
membership of any registered trade union.
There are also certain deductions peculiar to railways, such as deductions for recovery of
losses sustained by railway administration on account of certain omissions and commissions on the
part of the employees.
The total amount of deduction which may be made in any wage period from the wages of
an employed person shall not exceed 75 per cent of such wages in case where such deductions
were wholly or partly made for payment to co-operative societies; and in any other case, 50 per
cent of such wages [Section 7(3)].
There are certain conditions and limits subject to which fines may be imposed. These are:
(i) A fine can be imposed only for such acts or omissions as are specified by the employer
and previously approved by the state government;
(ii) A notice specifying such acts or omissions must be exhibited on the premises in which
employment is carried on;
(iii) A person involved must be informed in writing the reasons for imposing fine;
(iv) No fine shall be imposed on an employed person who is under the age of 15 years;
(v) No fine shall be recovered from an employed person by instalments after the expiry of
90 days from the day on which it was imposed;
(vi) The total amount of fine in one wage period shall not exceed an amount equal to
3 per cent for that wage period;
(vii) All realisations by way of fine have to be recorded in a register and must be applied only
for such purpose as are beneficial to the persons employed in the factory or establishment
as are approved by the prescribed authority (Section 8).
The Act authorises deductions for actual absence from duty. However, if 10 or more
employed persons acting in concert absent themselves without due notice and without reasonable
cause, such deductions may be made for a maximum period of 8 days (Section 9).
Deductions from wages for damage or loss caused to the employer by the neglect or default
of the employed person have been laid down under the Act. Such deductions can be made only
after giving the person concerned an opportunity of showing cause against the deductions. All such
deductions and realisations are to be recorded in a register (Sec. 10).
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BOX 1.1
List of Authorised or Permissible Deductions

1. Deductions for fines.
2. Deductions for absence from duty.
3. Deductions for damage or loss.
4. Deductions for house accommodation.
5. Deductions for amenities and services.
6. Deductions for recovery of advances or for adjustment of over payment of wages.
7. Deductions for recovery of loans made for the welfare of labour.
8. Deductions for recovery of loans granted for house building.
9. Deductions for payment to co-operative societies.
10. Deductions of income tax.
11. Deductions made under orders of court.
12. Deductions for contributions to provident fund.
13. Deductions for constitution of a welfare fund for the employed persons and their family members.
14. Deductions in respect of fees payable for the membership of trade union.
15. Deductions for payment of insurance premia on fidelity guarantee bonds.
16. Deductions for recovery of losses sustained by railway administration.
17. Deductions for contribution to the Prime Minister’s National Relief Fund.
18. Deductions for contributions to any insurance scheme.

The Act provides for deductions for different services rendered by the employer, recovery
of advances and loans, payments to co-operative societies and insurance scheme (Sections 11 to
13).
There are certain conditions imposed on deductions for recovery of advance as per the rules.
These are:
1. An advance of wages shall not exceed four months’ wages.
2. The advance may be recovered in instalments by deductions from wages spread over not
more than 18 months.
3. No instalment shall exceed one-third of the wages for the month.
4. The rate of interest charged for advances shall not exceed 6¼% per annum.
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1.6 AUTHORITIES
The Act makes provision for the appointment of inspectors (Section 14). The Inspector of
Factories is also the Inspector under this Act.
The Act also provides for the appointment of a person to be the authority to hear and decide,
for any specified area, claims arising out of deductions from wages or delay in payment of wages
(Section 15).
The aggrieved person himself, or on his behalf, any legal practitioner or any official of a
registered trade union can submit an application to the authority within 12 months. Such application
may be admitted if the applicant satisfies the authority that he had sufficient cause for not making
the application within the prescribed period. A single application can be preferred before the
authority in respect of claims from the same unpaid group. The authority may direct the employer
to refund the amount wrongly deducted or the payment of the delayed wages, together with the
payment of such compensation as he thinks fit.
There are five distinct categories of persons prescribed as authorities under Section 15(1) of
the Act. They are:
(a) any Commissioner for Employees' Compensation; or
(b) any officer of the Central Government exercising functions as 
(i) Regional Labour Commissioner; or
(ii) Assistant Labour Commissioner with at least two year's experience; or
(c) any officer of the State Government not below the rank of Assistant Labour Commisioner
with at least two year experience; or
(d) a presiding officer of any Labour Court or Industrial Tribunal; or
(e) any other officer with experience as a Judge of a Civil Court or a Judicial Magistrate.

1.7 CLAIMS AND APPEAL
Claims arising out of deduction from wages and delay in payment of wages and penalty for
malicious claims will be heard and decided by the authority appointed by the government for any
specified area. Employees of the same unpaid group may file joint application for realisation of the
dues and compensation.
The authority under the Act can only adjudicate upon claims regarding deductions and delay
in payment of wages and not upon any dispute in respect of wages.
An appeal lies against the decision of the authority to a Court of Small Causes in a
metropolitan town and before the District Court elsewhere within a period of one month.
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A memorandum of appeal by an employer shall be accompanied by a certificate by the authority
to the effect that the appellant has deposited the amount payable under the deduction appealed
against. Further the employer can appeal provided the total amount deducted exceeds Rs. 300. The
authority and the court is empowered to order conditional attachment of property of the employer
or other persons responsible for payment of wages. They have all the powers of a civil court under
the Civil Procedure Code (Sec. 17, 17A and 18).
An employer shall stand discharged of his liability to pay unpaid wages if he pays them to
the nominee of the deceased person and in case he is not able to do so, if he deposits them with
the prescribed authority (Section 25-A).

1.8 OFFENCES AND PENALTIES
The Act prescribes penalties for offences committed under the Act and the procedure to be
followed in the trial of offences. The jurisdiction of a civil court is barred in entertaining any suit
for the recovery of wages or any deduction from wages (Section 21).
Any contract or agreement whereby an employed person relinquishes any right conferred by
this Act shall be null and void (Section 23).

1.9 OBLIGATIONS OF EMPLOYERS
1. To fix the wage-period not exceeding one month (Section 5).
2. To pay wages in cash or by cheque after taking written authorisation of the employed
person (Section 6).
3. To pay wages on any working day.
4. To make deductions permissible only under Section 7 from the wages of the employed
person.
5. To ensure that deductions do not exceed 75% where payment to a co-operative society
is to be made, and in other cases, deductions do not exceed 50%.
6. To seek, before imposing fines approval of list of acts and omissions from the prescribed
authority.
7. To give show-cause notice to the employed person before imposing fines.
8. To afford facilities to Inspectors for entry, inspection, supervision, examination or inquiry
under the Act.
9. To display abstract of the Act and the Rules in English and in a language understood by
the majority of workmen.
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10. To maintain following register in the prescribed forms:
(i) Register of wages;
(ii) Register of fines;
(iii) Register of deductions for damage or loss;
(iv) Register of advances.

1.10 OBLIGATIONS OF EMPLOYEES
Every employee is entitled:
1. To receive his wages in the prescribed wage period in cash or by cheque or by credit
to his bank account.
2. To refuse to agree to any deductions and fines other than those authorised under the Act.
3. To approach within six months the prescribed authority to claim unpaid or delayed wages,
unauthorised deductions and fines along with compensation.
4. To appeal against the direction made by the authority if the amount of wages claimed
exceeds rupees one hundred.

1.11 SUMMARY












The main purpose of the Payment of Wages Act is to ensure regular and prompt payment
of wages and prevent exploitation of the wage earner by prohibiting unauthorised
deductions from wages.
Persons drawing less than Rs. 18,000 per month, in respect of a wage period, are covered
under the Act.
The Act applies to factories, railways, the construction industry, civil air transport
services, motor transport services, mines, plantations, oilfields, docks, and wharfs or
jetties.
The Act stipulates that wages must be paid within seven days from the date of expiry
of the wage period in establishments employing less than one thousand persons and within
ten days in establishments employing more than one thousand persons.
The Act lays down a list of authorised or permissible deductions and specifies conditions
for their imposition.
The Act has laid down machinery for enforcement of different provisions of the Act and
also penalties for contravention of its provisions.

10

Industrial Regulations

1.12 SELF-ASSESSMENT QUESTIONS
1. What is the object of the Payment of Wages Act, 1936?
2. What are the requirements of the Act in respect of payment of wages?
3. Give an account of various deductions under the Act.
4. What is the role of authority under the Act?
5. What are the obligations of the employer under the Act?

1.13 CHECK YOUR PROGRESS
State whether the following statements are True or False:
1. The Act applies to Railways.
2. The term “wages” under the Act includes payment towards overtime work.
3. The term “wages” under the Act includes bonus payable under the Payment of Bonus
Act, 1965.
4. The Act is concerned merely with the fixation of wage periods and not with the fixation
of wages.
5. Where less than 1,000 persons are employed, wages shall be paid before the expiry of
the 10th day after the last day of the wage period.
6. Withholding of increment is a deduction from wages under the Act.
7. Reduced payment of wages as a result of suspension is deduction from wages.
8. Deductions from wages may be made without written authorisation of the employed
person for payment of the membership fee of any registered trade union.
9. No fine can be imposed on any employed person who is under the age of 15 years.
10. No fine shall be recovered from an employed person by instalments after the expiry of
90 days from the day on which it was imposed.
11. The total amount of fine in one wage period shall not exceed an amount equal to 5 per
cent for that wage period.
12. If 10 or more employed persons acting in concert absent themselves without due notice
and without reasonable cause such deduction may be made for a maximum period of 8
days.
13. Withholding of wages amounts to imposition of penalty and such penalty cannot be
imposed except by framing charges and holding an enquiry.
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14. The principle of natural justice is not applicable to normal deduction of wages for a period
of absence from duty, but applicable only in the case of penal or further deduction, i.e.,
deduction of wages up to 8 days for concerted absence without due notice and without
reasonable cause.
15. Subsistence allowance payable under standing orders during the period of suspension is
not wages under the Act.
16. Whereas on carrying out rationalisation certain workload is fixed, the reduction in wages
due to that amounts to deduction from wages.
(1. True 2. True 3. False 4. True 5. False 6. False 7. False 8. False 9. True
10. True 11. False 12. True 13. True 14. True 15. False 16. False)
  

