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Abstract: 

The objective of this paper is to deal with some of the complex issues relating to contract labour 

unrest in industrial relations. More stress is given on the unhealthy unethical and unlawful 

practices being followed in the matter of contract labour employment and their conditions in 

large number of industries in utter violations of rules and regulations laid down for that purpose. 

The matter presented here in also includes several variables that one has to take into account for 

a proper, justified and legal analysis that is required to deal with the labour unrest in an industrial 

environment. Some of the facts presented in this paper may help the management for running the 

industry in a more peaceful, healthy and beneficial manner and for getting better outcome. 

_____________________________________________________________________________                                      
Introduction: 

The growth and development of industrial organizations is of utmost importance for any nation. 

This is why our government has been giving maximum stress for creating large number of 

industries for developing products of various types that are necessarily required for taking our 

country to the level of a developed nation. Indian government has played an important role for 

creating necessary infrastructure and environment which are needed for the proper growth and 

development of large scale industries in our country. Necessary laws have been framed and 

institutions have been formed to deal with the variety of issues relating to industrial relations and 

for the labour welfare conditions (1-4). There has been serious violation of labour welfare 

conditions in a large number of industries by misusing the contract labour act due to vested 

interests of the industrialists and the government authorities responsible for giving injustice to 

the labour force. Our government has established various committees, labour courts and tribunals 

in this regard and has made other provisions also namely tri-partite relations and collective 

bargaining.  

 

Constitutional Status: 

From time immemorial, someone has always been in the position of master in relation to 

someone else in the position of servant. The relation was probably associated with conquest and 

subordination and the notion that he who commands is essentially, a better person than he who 

obeys. In days gone by, there was the institution of slavery and perhaps from the point of view of 

history, it is not wholly correct to say that the servant of today is the descendant of the slave of 

yesterday. Thus today it does not mean that the government servant or the industrial worker of 

today is just a slave. Practically all over the world society has progressed very far away from the 

days of slavery and not only slavery itself, but every form of manifestation of it, can be said to 

have been abolished. That the position of a servant today whether in industrial field or in the 

field of govt. service, is definitely not of a slave, is hardly likely to be disputed. Nor is it one of 

the complete subordination where by the master‟s will plays the dominant role. The modern view 
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of the relationships between master and servant in these fields is that it is one of inter-

dependence rather than of subordination. The proper approach to any question arising from such 

relationship is that neither the master nor the servant can do without the other and that such inter-

dependence is essential for the orderly progress of any organization and the nation. It is from this 

aspect one has to regard the respective rights and obligations of the employer and the employee. 

The Supreme Court of India has observed in a case that “It is one of the fundamental rules of our 

constitutional set-up that every citizen is protected against arbitrary exercise of authority by the 

state or by its officers. Duty to act judicially would therefore arise from the very nature of the 

functional intended to be performed taking into account the constitutional provisions (1,4). It 

need not be shown to be super-added. If there is a power to decide and determined to the 

prejudice of a person, duty to act judicially is implicit in the exercise of such power. That is a 

basic concept of the rule of law and importance thereof transcends the significance of a decision 

in any particular case”. 

It is pertinent to note that a happy employee is beyond doubt becomes a productive employee. It 

is well known that happy companies are more efficient and make more money and they make 

people happy, which is of course a goal in itself. Happiness at work is not a rocket science. It 

doesn‟t come on its own and every organization, leader, manager and employee should be 

involved in creating a happy workplace. It is equally important that when employees don‟t trust 

leadership, organizations pay the price in the form of low engagement, high turnover and lost 

creativity and innovation. Finally a common mistake leaders make is to assume that their 

position alone makes them worthy of others‟ trust. Nothing could be further from the truth. 

 

Labour and Industrial relations: 

It also becomes essential to examine the perplexing problems organizations face when trying to 

manage employees into being proactively engaged in the activities of their employer. In the past 

it has been said that the means by which employees‟ loyalties have been sought was 

distinguished by two opposing approaches: the first being the view that employees should be 

assumed to be naturally loyal and that opposing competing employee loyalties  would ensure 

engagement; the second being that employees should be assumed to naturally hold competing 

loyalties  and that engagement would be best achieved by management engaging with these 

competing interests to achieve optimum outcomes. Moreover recently the emphasis on employee 

engagement has shifted (3-5). The decline in the influence of unions has led to, on the one hand, 

a questioning of the relevance of engaging with unions and, on the other hand, a realization that 

the absence of a union does not seem to lead to a more loyal workforce. With this in mind, a 

consideration of some more recent attempts to explain employee engagement is undertaken, 

ranging from concepts such as the „psychological contract‟ and „employee engagement‟ to 

„organizational citizenship behaviour‟ and a renewed interest in the broad issue of trust. 

 

It may be noted that in some of the labour matters conciliation proceedings are required for 

mediation in and promotion of settlement of industrial disputes. 

„Conciliation proceedings‟ is defined in the Act means „any proceedings‟ held by a conciliation 

officer or board „under the Act‟. However, those proceedings must relate to mediation in and 

promotion of settlement of industrial disputes. Though the expression “any proceedings” has 

been used in the definition, such proceedings can only relate to an industrial dispute. 

The participation of the parties in such proceedings is of no consequence at all. Such 

participation will not by itself make the proceedings conciliation proceedings, if otherwise they 
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do not fit within the legal concept of conciliation proceedings. Even if the conciliation 

proceedings have culminated or resulted in a reference being made, that itself will not alter the 

position. The question, when a contingency arises, will be open for discussion as to whether it is 

conciliation proceedings in the eye of law or not. 

 

 

Contract labour and the Industrial activity: 

It is true that the contract labour has come to stay as a class of employees in industrial activity. 

The engagement of contract labour has been increasing day by day in modern industrial activity. 

Industrial Employment (Standing Orders) Act 1946 are applicable to workmen in industrial 

employment employing 100 or more or less persons. The model standing orders under the 

industrial employment (Standing Orders) Act, 1946, specify the classes of employees like 

permanent-workmen, probationers, temporary workmen, casual workmen, apprentices but no 

where the standing orders provide for a class of employees called contract labour i.e. the labour 

engaged through contractors. Obviously, the standing orders operate on the basis of employer-

employee relations. Whereas in the case of contract labour the contractor is the employer and the 

contract labour are his employees. Hence the concept of employer-employee relationship is 

absent between the employer and the employees under the industrial employment (Standing 

orders) Act, 1946. The emergence of contract labour as an important class of workforce engaged 

in industry today is largely attributable to the accelerated growth of industrial activity in the new 

economic scenario. The concept of contract labour was originated for engagement of temporary 

job or project, civil constructions, electrical installations, cable laying, etc, for which trained 

personnel within shortest notice are required and after completion of the jobs their services are 

dispensed along with the services of the contractor. 

 

The modern employer or entrepreneur has engaged contract labour through contractor because of 

certain compulsions. The rising costs of employment of regular workmen has created avenues for 

engagement of contract labour at cheaper rates. The work can be better extracted with the 

contract labour over a stipulated period rather than from regular workmen. The fear of loss of 

employment or need for a job are felt among the contract labour making them work more 

consciously and diligently. The absence of protective unions for the contract labour is also one of 

the reasons for the engagement. But the engagement of contract labour has become a regular 

feature for every industrial organization because of different reasons and advantages. Nowadays 

the work output by the regular workmen has come down drastically thus giving rise to 

engagement of contract labour in places where regular workmen work. This is an area where the 

expertise of manpower planning is required to work out optimum utilization of regular regular 

manpower vis-avis the engagement of contract labour.  

 

In this connection, it is to remind ourselves of the fact that almost all the labour legislations 

apply to contract labour also on par with permanent or regular workmen. The social welfare 

legislations also protect the contract labour in the same way as of permanent labour. It is 

pertinent to state that in a recent case of Bhilwara Dugh Utpadak Shahkari Samiti case, the 

Supreme Court lamented that it is high time that this subterfuge act where the employers avoid 

liabilities under various laws restoring to subterfuge of showing their workers under contractor 

and Supreme Court has forcefully said that the time has come to end this crooked labour 

practices. It is true that the government at Centre and the State have been seriously thinking of 
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abolition of the system of contract labour in as many occupations as possible and it has been a 

well known fact that the abolition of contract labour altogether has not been possible and feasible 

in a legislation entitled the contract labour (Regulation and abolition) Act, 1970, to abolish the 

contract labour in certain other operations. Since the contract labour has been used as a necessity 

and beneficial by the management of the industries because the management thinks that by the 

involvement of contract labour many of their problems are solved in an economical manner. But 

from the point of view of the labours engaged in the industries, under the umbrella of contract 

labour are being exploited to a great extent. 

And this problem of exploitation of labour is very complex one and becomes impossible to solve 

the same in a justified manner. This is why in a large number of judgements pronounced by the 

various courts in India, these unhealthy practices of exploitation of contract labour has been 

seriously criticized from time to time. Management of industrial relations in an organization is 

constrained by environmental forces, such as the changing economic sense, growth of trade 

unionism, trends in wages, prices and productivity, and the continuing incidence of industrial 

conflicts. An understanding of these forces may help a manager to develop a perspective for 

decision making.  

 

Conclusion: 

Our aim and objective of writing this paper is to highlight the conceptual and policy orientation 

of the study of contract labour issues in industrial relations. The behaviouralist view point 

considers the industrial relations as a process oriented and major problem areas in industrial 

relations. The problems occurring in the industrial relations regarding the contract labour issues 

is related to the environment prevalent in the organization and has got profound impact in the 

level of industrial relations. The growth and spread of micro variables such as trade unionism, 

labour unrest, wages, productivity and prices and the industrial conflicts may help the appraiser 

to influence these variables at work place. 
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