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Contract Labour in India 

1) Introduction 

 Contract labour normally refers to workers who are hired for a specific task and a finite period. 

 Contract workers are hired by the labour contractor, who is empanelled with the employer as a 

supplier of contract labour, and who pays their salaries. 

 Contract labour was initially employed only for non-core work such as gardening, cleaning, and 

maintenance. Soon, they began to be increasingly employed in production as well. 

 Contract labour use has grown throughout the world over the last few decades, and India is no 

exception. 

 Contract workers increased from 12 per cent of all registered manufacturing workers in 1999 to 

over 25 per cent in 2010 

2) Contract Labour in India 

 Division of workers into a two-tier caste system of regular and contract workers. 

 There exists inequity that characterises the treatment of labour in both the public and private 

sector 

 An elite minority of permanent workers enjoy relative job security and higher wages, while the vast 

majority of contract workers can be terminated any time without reason, and get paid a fraction of 

what the regular workers get. 

 To regulate this system the government enacted the Contract Labour (Regulation & Prohibition) 

Act, 1970 to secure the status of contract labourers and to abolish them from certain establishment 

3) Problems faced by Contract Workers 

 Contract workers are far more insecure compared to regular workers.  

 Gi e  that pe a e t o ke s’ sala ies a e u h highe  tha  Co t a t o ke s 

 The exploitation of contract labour in employment is one the biggest concern of the government  

 Contract labour has little bargaining power, social security and often engaged in the hazardous 

industries with lesser facilities and security. 

 The contract labour generally belongs to weaker sections of the society and will be deprived of the 

benefits that accrue to regular employees. 

 Hours of work are frequently longer as remuneration is linked to output and task completion.  

 Unionization rate among contract labour is low. 

4) Why Contract Workers are denied membership rights in unions 
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 In an industrial climate extremely hostile to any union activity, workers believe that forming a union 

that also includes contract workers is bound to provoke the management into even greater 

hostility.  

 Managements refuse to discuss with unionists any issues concerning contract workers. 

 In an era where companies frequently terminate even a permanent worker for engaging in union 

mobilisation, the stakes are too high for contract workers, who could be dismissed 

 Permanent o ke s the sel es do ’t a t to e te d u io  e e ship to o t a t o ke s. 

 Given that pe a e t o ke s’ sala ies a e u h highe , e o o i  self-interest militates against 

the inclusion of contract workers in union membership. 

 As a esult, I dia’s o t a t o ke s, ith the e eptio  of so e P“Us i  sele t se to s su h as steel 
and coal, remain both heavily exploited and largely un-unionised 

5) Recent Supreme Court judgement 

  The Supreme Court ruled that contract workers should get the same pay as permanent workers. 

 de ial of e ual pa  fo  e ual o k to o t a tual e plo ees a ou ted to exploitative 

e sla e e t, e e gi g out of a do i ee i g positio  

 The court also made the philosophical point that denial of the principle of equal pay for equal work 

is a violation of human dignity. 

 It would therefore be natural to hope that the SC verdict would have an immediate, and positive, 

ea i g o  o t a t o ke s’ o pe satio .  

 the court ruled that any workman employed by a factory — irrespective of whether he was a 

pe a e t o ke  o  ot, fulfilled the I dust ial Dispute ID  A t’s defi itio  of workman or not — 

was eligible to participate in union activities. 

6) Reasons for employment of Contract Labourers 

 Contract workers are the employees of the contractor and are not considered workmen in the firm; 

the firm stays small enough to be exempt from some labour law. 

 contract labour use grew faster in states that, by some measures, have relatively more rigid labour 

laws 

 As a result, large firms—previously the most constrained under labour laws—have benefited from 

the growth of contract labour 

 contract labour has boosted manufacturing GDP annually by 0.5 per cent between 1998- 99 and 

2011-12 

  If the contract labour system, which is cost effective, is not allowed to continue, industries may go 

in for technological restructuring with less number of workers leading to reduction in employment. 

7) Why Contract Labour is not good for the economy? 
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 Many large firms say contract labour is not the ideal solution, and that they would prefer to hire 

regular workers if dismissal laws were different.  

 Hiring workers through a contractor can be more expensive—14 per cent more expensive according 

to the Indian Cellular Association.  

 Contract workers do not feel as much loyalty to the company as regular workers would, reduce 

e plo e s’ i e ti e to i est i  thei  t ai i g.  

  the e is e ide e that hi i g o t a t o ke s toda  hu ts a fi ’s p odu ti it  to o o , p e isel  
e ause o t a t o ke s do ot a u ulate firm specific human capital" 

  the ideal level of contract employees should be at the global level of 5%-10% as high levels affect 

o ga izatio al e o  a d e plo e  i est e t i  hu a  apital  

 Efficiency will decrease as establishment will be deprived of experienced staff. 

 Coordination of activities of large number of contractors/sub-contractors will prove to be more 

time consuming and costly than in house activity. 

8) Suggestions 

 Reaching an agreement with trade Union on engaging contract Labour for certain jobs and 

that contract labour would be given preference when permanent vacancies arise. 

 Paying contract workers a higher wage than the minimum ways through innovative methods like 

attendance bonus, output linked incentive, certain medical benefits and in some cases 

also leave travel benefits. 

 Facilitating contract labour to acquire higher skills so that their employability levels improve.  

 Extending some welfare amenities to contract workmen too, but lesser than those provided to 

permanent workers. 

 Positioning of a dedicated social worker/welfare officer to look after the interests of the contract 

workers. 

 Provision of a mobile crèche/school for children of contract construction workers at the 

construction site. 

 Creating central and state contract labour board 

 Skills level be considered during wage fixation. 

 

 


