By doing away with excessive compliances, the government's new labour codes are game-changers
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~y arendra Modi's 2021 Inde-
pendence Day speech made
5 | lowering ‘regulatory cho-
& lesterol’ a policy priority
‘We want such an India
whepe the government doesn’t interfe-
rewith thelives of citizens. Everyrule,
every process that has stood before the
people of the country as a hindrance,
as a burden, we have to remove it,’ the
prime minister had said.
Thenewlabourlawsareaccordingly
designed to ensure that interests of
both businesses and people who work
for businesses are protected. The new
lawsare in tune with the changinglabo-
ur market trends. At the same time,
they accommodate theminimum wage
requirement and welfareneeds of unor-
ganised sector workers, including the
self-employed and migrant workers.
Labour reforms have been comple-
ted by subsuming multiple laws into
four labour codes that have addressed
existing central labour laws, encom-
passing a plethora of authorities, bur-
densome compliances, registrations,
inspections, licences, registers and
forms. The reforms-will strengthen
workers’ social security in both orga-
nised and unorganised sectors.
Game-changing aspects of the labo-
ur codes include freeing India’s entre-
preneurs from the burden of unneces-
sary and excessive compliances and
provisions under old labour laws like
imprisonment for 3 months:-1 year for
not maintaining records of colour

washing, varnishing and painting of
canteens under the Factories Act and
related rules; imprisonment for 1-3 ye.
avrsfornotfur nishing annual return of
holidays to the inspector under the
same Act and rules; and imprison-

ment for 3 months-1year for not displa-

yinganotice showingdate of payment
of wages under the Payment of Wages
Act, 1936.

Considering the old laws to be a
hindrance in India’s growth story, Par-
liament passed the Code on Wages,
2019; the Industrial Relations Code,
2020; the Code on Social Security; 2020;
and the Occupational Safety; Health
and Working Conditions Code, 2020.1n
doing s0, Gol addressed the issue of ex-
cessive criminal provisions in labour
laws. The root cause of such excessive
‘regu]atory cholesterol’ of criminali-
sing minor offences stems fromaparti-
cular section in almost all Acts, refer-
redtoas ‘General Penaltyfor Offences

Reorderlng the Shopfloor

For instance, the Factories Act provi-
desmSectlonQZ underthe GeneralPe-
nalty for Offenoes Lif in, or in re-
spect of, any factory there isany cont:

ravention of any of the provision of
this Act or any rulesmade thereunder;

orof anyordermwrltmg givingthere-
under, the occupier and the manager

of thefactorysha]leachbeguﬂtyof an -

offence and:punishable with: impri-

sonment for a term which may extend,

upto2yearsor With fine whichmayex-
tend to 11akh rupees or with both....’
Similar ‘General Penalty’clausesexist
in most Acts; ‘including the Environ-
ment Protection Act and Inter-State
Migrant Workmen Act. :

Such General Penalty clauses have
been removed under the newlabour co-
des. Atthe same time, toensurethatan
employer has a well-oiled internal or-
ganisational and operational mecha-
nism to check non-compliance, mone-

Imprisonment is too severe a consequence for economic
offences that do not involve mala fide intent. The reforms
will significantly contribute to ease of doing business

It’s working!

tary fines have been increased multi-
fold. Imprisonment is too severe a con-
sequence for economicoffences thatdo
not involve mala fide intent. These re-

. forms will significantly contribute to
India’sease of doingbusiness.

There were, however, concerns that
thelabour codes would not adequately
provide for the prosecutionof employ-
ers,andmay belenient towards emplo-

. yers committing offences. But appro-

priate safeguards have been incorpo-
rated to.ensure this does not happen.
Prosecution for certain offences, such

~-as/insurance and provident fund (PF)

contributions that have been deducted
bytheemployerbutnotpald areconst-

.rued as.intentional and wilful default

andhavebeenstrictly dealt withunder
thelaw.

The codes do not allow employers’
grave and intentional contraventions

- togounpunished. The groundsforpro-

secutions have, however, been restruc-
tured to ensure that an unintentional-
ly errantemployer; or a one-time offen-
ce, does notlead to undue harsh conse-
quences.

A statutory provision has also been

-Introduced which' states that an in-

spector may give an Tmprovement No-
tice’ to an establishment or a delinqu-
ent employer to amend mistakes and
make good the losses suffered or im-
prove the situation, or default that the
inspector or assessing officer has noti-
ced. Suchan approach not only promo-

* tesprinciples of natural justice, but al-

so strengthens the relationship betwe-
en employer and employee. It also un-

‘burdens courts from the pressure of

handling minorissues.

No Need to Take Offence

For the first time, compounding of of-
fences — except those grievous in na-
ture—hasalso been introduced. If pu-
nishable with imprisonment of upto1
year, crimes committed for the first ti-
me can be compounded by an authori-
sed officer: Compounding of repeat of-
fences is also possible after a 3-5-year
gap, with the procedures made simple.
Money collected from the composition
of violations shall be credited to theso-
cial security fund maintained by state
and central governments. Such funds
can be utilised for the welfare of unor-
ganised workers.

Labour beingon the concurrentlist,
decriminalisation of offences in cen-
tral labour laws will automatically
apply to areas falling within the juris-
diction of both state and central go-
vernments. The four labour codes ha-
ve reduced the number of sections
from 1,228 to 480. There will be only 22
sections in the codes that will contain
imprisonment as penalty for a first-ti-
me offence. This allows Gol to focus on
universalising various benefits such
as minimum wages and social securi-
ty for all the country’s workers.
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