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Fund will now be 

eligible for 100% 

deduction u/s 80G 

 Permissible pre-

mium rate increased 

from 10 percent to 

15 percent of the 

sum assured by re-

laxing eligibility 

conditions of life 

insurance policies 

f o r  p e r s o n s 

suffering from dis-

ability and certain 

ailments u/s 10D. 

 Eligible date for pro-

jects in the power 

sector  to avail bene-

fit of deduction u/s 

80 IA is now ex-

t e n d e d  f r o m 

3 1 . 0 3 . 2 0 1 3  t o 

31.03.2014 

An additional benefit 

for first home buyers  

is proposed u/s 80EE 

relating to the deduc-

tion wrt interest of Rs. 

1 lakh on loan (not 

exceeding Rs. 25 

lakhs) taken for resi-

dential house prop-

erty whose value does 

not exceed Rs. 40 

lakhs 

1) No revision is made 

in the slabs or the 

rates of Personal In-

come Tax.  

2) However to provide 

rebate to the tax 

payers falling in the 

bracket of Rs.2 lakhs 

to 5 lakhs a tax rebate 

is provided of Rs. 

2000. 

3) Introduction of addi-

tional surcharge (to 

be force only for the 

F.Y. 2013-14) 

 Where income of 

persons (other than 

companies) exceeds 

Rs. 1 crore surcharge 

levied at 10%  

 Increase in sur-

charge for domestic 

companies from 5% 

to  10% where tax-

able income exceeds 

Rs. 10 crores 

 Increase in sur-

charge for foreign 

companies from 2% 

to  5% where taxable 

income exceeds Rs. 

10 crores 

 Surcharge on Divi-

dend Distribution 

Tax increased from 

5% to 10% on dis-

tributed income. 

4) Education Cess contin-

ues to remain at 3% 

5) With respect to deduc-

tions under Chapter VI A 

the following changes are 

made: 

 Medical insurance 

premium deduction 

of Rs. 15000 or Rs. 

20,000 as the case 

may be u/s 80D will 

now be available if 

the contributions are 

made to schemes of 

the C.G. or S.G. 

(similar to that of 

C . G . H e a l t h 

Scheme) 

 Donations made to 

National Children 

DIRECT TAXES 

TAX PROPOSALS 

Budget Highlights 2013—2014 

“Chidambaram of-

fers minor sops to low 

income tax payers” 

 

 

 

R L Kabra 

Chairman, Ecovis RKCA 

Mumbai, India 

Email Id : 

rlkabra@rkabra.net 

Special Points: 

1. Corporate Sur-

charge doubles to 

10% 

2. First home pay-

ers get an addi-

tional benefit of 

Rs. 1 lakh for 

purchase of a 

residential house 

property (value 

of property 

should not exceed 

Rs. 40 lakhs) 

where loan 

amount does not 

exceed Rs. 25 

lakhs 

3. Tax Residency 

Certificate may 

not be sufficient 

for claiming 

benefits under 

agreements. 
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Indian company from a speci-

fied foreign company 

(having a shareholding of 

26% or more) proposed to 

continue for one more year. 

8) A new section is intro-

duced with effect from 

01.06.2013 i.e. Sec 194IA 

which states that TDS will be 

levied at the rate of 1% on 

the value of the transfer of 

immovable properties 

where consideration ex-

ceeds Rs.50 lakhs. Agricul-

tural land to be exempted.  

9) As per Sec 115QA a final 

withholding tax is levied at 

the rate of 20% on profits 

distributed by unlisted com-

panies to shareholders 

through buyback of shares. 

10) Proposal to increase the 

rate of tax on payments by 

way of royalty and fees for 

technical services to non-

residents from 10% to 25% 

u/s 115A 

11) Reduction is made in 

the rate of Security Trans-

action Tax (STT):  

 Delivery based pur-

chase of units of an Eq-

uity oriented fund en-

tered into in a RSE re-

duced to NIL from 0.1% 

 Delivery based sale of 

units of an Equity ori-

ented fund entered into in 

a RSE reduced to 0.001% 

from 0.1% 

 Sale of futures in securi-

ties reduced to 0.01% 

from 0.017% 

 Sale of units of equity 

oriented fund to mutual 

fund reduced to 0.001% 

from 0.25% 

12) A new tax i.e. Commodi-

ties Transaction Tax (CTT) 

is to be levied on taxable com-

modities entered into in a rec-

ognition association. In this 

case agricultural commodi-

ties would be exempt. The 

rate of tax would be 0.01% on 

sale of derivative commodity 

and will be levied only on the 

seller. 

13) Return of Income filed 

without payment of Self As-

sessment tax to be treated as a 

defective return wef from 

01.06.2013. 

14) Penalty u/s 271FA will be 

levied for non filing of Annual 

Information Return. 

15) It is proposed to provide a 

special tax regime in case of 

taxation of income of securiti-

zation of entities set up as 

trust wherein the conditions 

are mentioned. 

 

 Investments in listed 

units of an equity ori-

ented fund (including 

Rajiv Gandhi Equity 

Saving Scheme) shall 

be eligible for deduction 

upto Rs. 25,000 u/s 

80CCG. This deduction 

will be allowed for 3 

consecutive assessment 

years beginning with 

that year in which listed 

equity shares or listed 

equity units were first 

acquired by the new 

retail investor whose 

GTI for the relevant AY 

does not exceed Rs. 12 

lakhs. 

6) Introduction of a new 

section i.e. Sec 32AC 

states that where the as-

sessee is a company en-

gaged in the manufacture 

of any article or thing 

acquires a plant & ma-

chinery after 31.03.2013 

but before 01.04.2015 

where the cost exceeds 

Rs. 100 crores then the 

assessee will be allowed 

a deduction at 15% of 

the cost of new assets 

during the period 

01.04.2013 to 31.03.2015 

7) Sec 115BBD provides 

concessional rate of tax of 15  

% on dividend received by an 

“Budget 2013: 18 

paise of every 

rupee will go for 

interest payment 

in Financial Year 

2014” 
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16) It is proposed to provide 

by inserting a new section 

43CA that where the consid-

eration for the transfer of an 

asset i.e. stock in trade 

(other than capital asset), 

being land or building or 

both, is less than the stamp 

duty value, the value so 

adopted or assessed or as-

sessable  shall be deemed to 

be the full value of the con-

sideration, i.e. consideration 

amount or stamp duty value 

whichever is higher, for the 

purposes of computing in-

come under the head 

“Profits and gains of busi-

ness of profession”. 

It is also proposed to pro-

vide that where the date of 

an agreement fixing the 

value of consideration for 

the transfer of the asset and 

the date of registration of the 

transfer of the asset are not 

same, the stamp duty value 

may be taken as on the date 

of the agreement for trans-

fer and not as on the date of 

registration for such transfer. 

It will be applicable from 

A.Y. 2014-15 onwards. 

17)  It is proposed to amend 

the provisions of Sec56(2)

(vii) by covering transac-

tions of “inadequate consid-

eration” apart from the exist-

ing “without consideration” 

so as to provide that where 

any immovable property is 

received for a consideration 

which is less than the 

stamp duty value of the 

property by an amount ex-

ceeding Rs. 50,000, the 

stamp duty value of such 

property as exceeds such 

consideration, shall be 

chargeable to tax in the 

hands of the individual or 

HUF as income from other 

sources. 

18) It is proposed to amend 

the definition of capital asset 

u/s 2(14) to include that land 

situated in  any area within 

the distance : 

 Not being more than 2 

kms from the local lim-

its of any municipality 

or cantonment board 

and which has a popula-

tion of more than 10 

thousand but not ex-

ceeding 1 lakh or 

 Not being more than 6 

kms from the local lim-

its of any municipality 

or cantonment board 

and which has a popula-

tion of more than 1 lakh 

but not exceeding 10 

lakhs or 

 Not being more than 8 

kms from the local lim-

its of any municipality 

or cantonment board 

and which has a popula-

tion of more than 10 

lakhs 

Shall form a part of capital 

asset. 

19) It is proposed to amend 

Sec 90 and Sec 90A to pro-

vide that submission of a tax 

residency certificate is a 

necessary but may not be 

sufficient to claim benefits 

of the agreements referred to 

in Sec 90 and Sec 90A. 

20) Modified provisions of 

GAAR will come into effect 

from 01.04.2016 

21) Tax Administrations 

Reform Commission is to be 

set up to bring about a stable 

and a non—adversarial tax 

administration 

22) Sec 142(2A) states that 

“nature & complexity” will 

also include volume of ac-

counts, doubts about the 

correctness of accounts, 

multiplicity of transactions, 

etc. 

23) It is proposed to clarify 

the expression “tax due” 

which also includes penalty, 

interest or any other sum 

payable under the Act. Nec-
essary amendments will be 

made in Sec 167C. 

“New Tax 

proposals 

disappoints super 

rich, mobile 

phone lovers and 

smokers” 

P. Chidambaram 

Finance Minister of India 
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and GST law expected to be 

taken forward. 

Excise Duty 

1) No change in the normal 

rate of 12% 

2) Specific excise duty on 

cigarettes increased by 

about 18 %. Similar 

increase on cigars, che-

roots and cigarillos  

3) Excise duty on SUVs 

increased from 27 to 30 

%. Not applicable for 

SUVs registered as tax-

ies. 

4) Proposals to levy 4 % 

excise duty on silver 

manufactured from 

smelting zinc or lead  

5) Duty on mobile phones 

priced at more than 

Rs.2000 raised to 6%. 

Customs Duty 

1) Duty on imported luxury 

goods such as high end mo-

tor vehicles, motor cycles, 

yachts and similar vessels 

increased. 

 

2) Duty free gold limit increased to 

Rs50,000 in case of male passenger and 

Rs.1,00,000 in case of a female passen-

ger subject to conditions 

1) Tax proposals estimated to yield 

additional taxes of Rs.13,300 

crore on Direct Taxes and  

Rs.4,700 crore on Indirect Taxes 

2) Targets towards achieving to become 

be among the top 5 economies in the 

world by 2025. 

3) Budget for 2013-14 to have one 

overarching goal of creating oppor-

tunities for our youth to acquire 

education and skills that will get 

them decent jobs or self -

employment. 

4) Fiscal Deficit currently at 5.2%; tar-

get of next year at 4.8% 

 

 

 

INDIRECT TAX 

Service Tax 

1) No change in the normal rate 

of 12% 

2) Vocational courses offered by 

institutes affiliated to the State 

Council of Vocational Training 

and testing activities in relation 

to agricultural produce also 

included in the negative list for 

service tax including the exist-

ing 17 services 

3) Proposals to levy Service Tax 

on all air conditioned restau-

rants. 

4) For homes and flats with a carpet 

area of 2,000 sq.ft. or more or 

of a value of  Rs.1 crore or 

more, which are high-end con-

structions, where the compo-

nent of   services is greater, rate 

of abatement reduced from 75 

to 70 percent. 

5) A onetime scheme called 

'Voluntary Compliance 

Encouragement Scheme' 

proposed to be introduced. 

Defaulter may avail of the 

scheme on condition that 

he files truthful declaration of 

Service Tax dues since 1st 

October 2007. 

6) Work on draft GST Constitu    

tional amendment bill  

24) It is proposed to amend the provisions of Sec 10(10D) to 

provide that a Keyman Insurance Policy which has been as-

signed to any person during its term with or without considera-

tion shall continue to be treated as “Keyman Insurance Policy” 
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                 International legal barometer  
         Insolvency proceedings – the gap between theory and practice 

 Peter Lüdemann, a board member at Ecovis, has issued the following statement on the 
key findings of Ecovis' bankruptcy law barometer. "In 1999, Germany introduced a re-
form of its bankruptcy law, with the aim of safeguarding and exploiting any assets still 
accessible to the creditors, but also of converting any businesses which may still be 
turned around into going concerns. This put Germany in line with many other coun-
tries." Ecovis' offices in 21 countries participated in this comparative survey which re    

 flects a cross-section of different legal systems and levels of economic 
development, from Argentina to Vietnam, Romania to Great Britain. The 
objectives of their relative legislation vary widely in their intent, too. In 
most countries (71%), the creditors' interests take priority. In roughly two 
in every three countries (62%), the fair distribution of assets amongst the 

creditors is also one of the prime objectives. Bankruptcy proceedings primarily designed to make it 
easier for debtors to make a new financial start only take second place in the priority of most coun-
tries (71%), for example by exonerating them of residual debt. However, in contrast, finding ways for 
them to save their businesses and thus the jobs that go with them, does take top priority in 38% and 

second priority in 52% of the countries responding to the questionnaire.  

"Irrespective of all the differences, 

legislators in nearly every country 

strive to give a second chance to those 

bankrupt businesses capable of sub-

mitting a credible concept as a going-

concern", says Lüdemann, adding, 

"For the creditors too, this is often a 

better solution than liquidation." Of all 

the countries surveyed, 86% consider 

financial re-organisation, following 

the model of Chapter 11 of US insol-

vency law or in line with the German 

voluntary scheme of arrangement 

(literally "insolvency plan") a viable 

possibility. In such cases businesses 

come to an agreement with their credi-

tors on a plan designed to alleviate 

their financial burden and to refloat 

them financially. "In actual practice, 

however," comments Lüdemann, 

"bankruptcy proceedings usually result 

in liquidation, i. e. the exploitation of 

any assets still available to creditors 

and the ensuing closure of the com-

pany."   

 

All the 21 Ecovis partners who replied 

to the question about the most com-

mon treatment of bankruptcy gave 

liquidation as their only answer, whilst 

only eight cited re-organisation and 

establishment of a going concern as 

another possibility.  

The problem is on the one hand an 

inherent one: in many cases the insol-

vent business is in such financial dis-

tress, or even bled white, that there is 

only a slim chance of a new start being 

successful. It is often the managers, 

partners or creditors themselves who 

shy away from the challenges associ-

ated with keeping the business going, 

prefering to bite the bullet and make a 

clean cut rather than contemplate tak-

ing further risks.  

 

"Drawing up an insolvency plan to 

establish re-organisation arrangements 

makes greater demands on the exper-

tise of the liquidator and the manage-

ment of the company itself," says Tho-

mas Schinhärl, a lawyer with Ecovis.  

Another challenge is the procedural 

hurdles to be overcome. In Great 

Britain, for example, there are two 

turn-around options. “One of them 

called scheme of arrangement is 

only seldom used, because it is 

slow and lacks certainty of out-

come,” says Bernd Ratzke, a part-

ner of Boodle Hatfield LLP, which 

is the Ecovis law firm member in 

this country. “In many instances a 

better choice will be administration 

which can be applied for by both 

the company’s management and its 

secured lenders. The administrator 

will manage the company’s affairs, 

but he has a duty to protect the 

interests of the creditors." In Ger-

many, the German Insolvency Act 

of 2012 makes it easier to adopt a 

voluntary scheme of arrangement 

to create a going concern – one of 

the measures being to make it 

much harder for individual credi-

tors to veto the project.  

 

When making comparisons be-

tween the possible procedural op-

tions available in the case of insol-

vency in different countries, one 

has to consider that identical terms 

cover different content and there-

fore may overlap with others. For 

example, the German voluntary  

Prof. Dr. Peter Lüdemann  

Vice President 

Attorney, Tax consultant 

peter.luedemann@ecovis.com  

mailto:peter.luedemann@ecovis.com
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scheme of arrangement (literally 

"insolvency plan") may in principle 

include the following measures:  

 

 standard composition pro-

cedure, i. e. partial cancel-

lation of debt or extension 

of payment deadlines, and 

possibly debt-to-equity 

swap 

 re-organisation measures, 

as mentioned above 

 transferred re-organisation, 

whereby the transferee 

may be a rescue company 

established expressly to 

run the business as a going 

concern and to take over 

the staff of the bankrupt 

company, or another com-

pany, or a financial inves-

tor  

 but also a proposal that the 

business be liquidated in 

an orderly manner . 

 
In Singapore they have a particular 

form of re-organization. The viable 

parts of the business and the assets 

required for continued operations 

are divided off from the remainder, 

which is then either sold or liqui-

dated.  

 

In France insolvency proceedings 

are divided into stages. "If a com-

pany runs into difficulties but has 

not yet stopped paying its bills, it is 

possible to introduce a composition 

procedure for several months only, 

which is not made public," says 

Cedric Perretta, a lawyer with 

Ecovis in Paris. "The idea is to sta-

bilise the business by reaching an 

agreement with the creditors." Once 

a business has become insolvent, a 

sort of bankruptcy re-organisation 

plan under judicial supervision may 

be considered, so that the business 

may continue its activities and have 

time to find a long-term solution for 

the settlement of its debts. "If this is 

not successful, or if even at the prior 

stage, when a business files for 

bankruptcy,  the courts realise  

that the business cannot pay its 

debts completely, the courts will 

ordain official receivership."  This 

procedure is put in place to secure 

the creditors' claims and to meet 

them in an equitable manner.  

In Poland a distinction is made be-

tween normal bankruptcy proceed-

ings, which the business has to initi-

ate itself once it has reached a stage 

of acute financial distress or over-

indebted, and a re-organisation pro-

cedure, which one can file for when 

insolvency is impending.   

 

In Croatia, an insolvent  company is 

"first of all obliged to negotiate a 

plan for its financial re-organisation 

with its creditors before filing for 

bankruptcy," explains Branka Nie-

mann, from Ecovis in Zagreb. The 

composition agreement is consid-

ered settled once a certain minimum 

of creditors has accepted it: they 

must either represent two thirds of 

all the registered liabilities, or at 

least half the respective amount of 

the liability for each group of credi-

tors.  

 

In roughly every second country 

(43%) it is possible to institute the 

procedure known as debtor in pos-

session, under certain conditions. In 

such cases the debtor may continue 

to dispose of the assets which are 

still available to settle the claims of 

the creditors. The debtors here are 

generally under the supervision of 

an administrator appointed by the  

courts, whose main duty is to ensure 

that the creditors do not suffer any 

further losses by this procedure. In 

Lithuania the debtor in possession 

procedure is "only permissible if no 

suits have been filed against the com-

pany for the settlement of claims, or 

have been enforced", says Algirdas 

Miskinis, a lawyer and Ecovis partner 

in Vilnius. In Croatia, a debtor in 

possession procedure may be agreed 

upon in the insolvency plan.  

 

Greater differences from country to 

country are evident in the answers to 

the question as to the situations in 

which a business is obliged to file for 

insolvency. In most countries, where 

a debtor is in acute financial distress, 

this obligation is independent of the 

legal form. In contrast, only one in 

every two countries requires a busi-

ness to file for insolvency even at the 

stage of impending insolvency. In the 

case of over-indebtedness, this is 

primarily a requirement made of cor-

porations (see table).  
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Who has to or may file for insolvency?  

What conditions oblige a business to file for insolvency? 

  countries percentage* 

a)  If it is insolvent (i. e. no longer able to satisfy due payment obligations). 

- sole proprietors, private companies 16 76 

- unlisted corporations 17 81 

- listed corporations 16 76 

b) If it is overindebted. 

- sole proprietors, private companies   9 45 

- unlisted corporations 13 65 

- listed corporations 14 70 

c)  In the case of imminent insolvency (i. e. if it is foreseeable that it will not be able to meet exist-
ing payment obligations). 

- sole proprietors, private companies     9** 43 

- unlisted corporations     9** 43 

- listed corporations     9** 43 

Under what circumstances does a business have an option to file for bankruptcy? 

a)  In the case of imminent insolvency. 

- sole proprietors, private companies 15 71 

- unlisted corporations 16 76 

- listed corporations 16 76 

b)  Other circumstances 

 Japan Any business may file for insolvency in the case of actual or imminent insol-
vency or overindebtedness. 

 Switzerland Any business may file for bankruptcy proceedings to be opened by declaring 
itself insolvent. 

What creditors may apply for bankruptcy proceedings to be opened? 

a)  any creditor at all 18 86 

b)  only certain groups of creditors       4*** 19 

  *     of the 21 countries covered by the survey  

 **    Not all the countries are the same ones. 

***   In Japan, creditors who have claims amounting to at least one tenth of the stated capital of the  

         com pany may apply for corporate re-organisation proceedings to be instituted.  
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                                         Keeping the taxman happy 

The closer government focus on tax compliance needn`t cause problems 

Whilst George Osborne, the 

British Minister of Finance, has 

suggested that multinationals 

that use aggressive tax planning 

tactics to reduce their corpora-

tion tax liabilities will face far 

greater levels of scrutiny, there 

have been indications that HM 

Revenue & Customs (HMRC) 

are expected to step up their 

overall pursuit of tax investiga-

tions, and small businesses are 

thought to be vulnerable targets 

as HMRC look for ways to di-

minish the ‘tax gap’.  

 

 Chancellor Osborne has made a 

joint statement with the German 

finance minister Wolfgang 

Schäuble at the G20 summit in 

Mexico calling for co-operation 

to reduce corporation tax oppor-

tunities which currently exist for 

the likes of Google, Amazon, 

Starbucks and Pfizer, who have 

been reported to pay between 0 

and 2.5% UK corporation tax. 

However going after the ‘big 

corporates’ is likely to be a long 

and drawn out affair, whilst a 

‘short term fix’ to the problem 

would be to target smaller busi-

nesses It has been estimated that 

the UK tax gap for the year 

2010/11 stood at £32bn, which is 

a billion pound increase from the 

previous financial year.  

It is hardly surprising that the Gov-

ernment has allocated £917m to 

tackling the problem, and HMRC’s 

Chief Executive, Lin Homer, has 

voiced her opinion, “to support the 

honest majority and to crack down 

on evasion, avoidance and fraud … 

We are determined to do more and 

we are devoting increasing re-

sources to pursuing those who do 

not pay the tax they owe.”  

 

 One of HMRC’s new initiatives is 

the use of the social media portal 

Twitter. ‘@hmrcgovuk’ was ini-

tially set up to remind taxpayers 

about their impending deadlines, 

but HMRC have amended the ap-

plication so that individuals can 

tweet numerous types of informa-

tion. This includes the opportunity 

to report tax-evading activities in 

local neighbourhoods. A simple 

tweet may eventually lead to an 

Inspector knocking on the door of 

an unsuspecting small business.  

Leaving social media aside, 

HMRC can generate compliance 

checks on a company at any time 

by virtue of iXBRL tagging. Even 

an out of place figure on a tax re-

turn.would give reasonable 

grounds for the tax inspector to pay 

a visit to a small business. In these 

threatening times, how should 

companies mitigate the chances of 

an unwanted encounter with 

HMRC?  

First and foremost, they should en-

sure all records are kept accurately 

and are up to date. Filing tax returns 

with sufficient levels of disclosure 

and on time is a good indication to 

HMRC that your business is doing its 

upmost to adhere to HMRC’s filing 

criteria.  

 Ensure that all accounting records 
are accurate and kept up to date 
along with supporting documenta-
tion.  

 Submit all relevant corporation tax 
documentation and make payment 
of corporation tax to HMRC in a 
timely manner.  

 Comply fully with PAYE & VAT 
regulations, including making full 
and timely payments of taxes as 
they fall due.  

 Ensure that your corporation tax 
documentation contains a substan-
tial level of tax disclosure, i.e. an-
swer the questions HMRC would 
raise before they can ask the ques-
tion.  

 Respond as soon as possible to all 
correspondence from HMRC– if you 
cannot meet the deadline; make sure 
you keep in touch with them and 
explain why you need more time.  

 Remember the Inspectors are hu-
man at the end of the day, and if 
you have genuine reasons for de-
fault of the submission and/or pay-
ment it is better to discuss with 
them in person rather than waiting 

for them to knock on your door. 

         Author 
 

 

 

 

 

 

 

Peter Owen, ECOVIS 

Wingrave Yeats, Lon-

don, 

peer.owen@ecovis.co

m 



This Article provides familiarization with the Indian employment laws and regulations and will help 

the foreign enterprise who has existing operations and will setting up their operation in India 

 By Deepa Rathi, Director, Ecovis RKCA, Mumbai, India  
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The object of the employment laws in India is 

protecting the employees, protecting their con-

tentment and regulates situation of crisis. India 

adopted the core labour standards of ILO for 

welfare of workers and to protect their interests. 

Under the Constitution of India, Labour is a sub-

ject in the concurrent list where both the Central 

and State Governments are competent to enact 

legislations. As a result , a large number of la-

bour laws have been enacted catering to differ-

ent aspects of labour namely, occupational 

health, safety, employment, training of appren-

tices, fixation, review and revision of minimum 

wages, mode of payment of wages, payment of 

compensation to workmen who suffer injuries as 

a result of accidents or causing death or disable-

ment, bonded labour, contract labour, women 

labour and child labour, resolution and adjudica-

tion of industrial disputes, provision of social 

security such as provident fund, employees’ 

state insurance, gratuity, provision for payment 

of bonus, regulating the working conditions of 

certain specific categories of workmen such as 

plantation labour, beedi workers etc. 

Author 

Deepa Rathi, Director 

Ecovis RKCA, Mumbai, 

India 

The legislations can be categorized as follows: 

1) Labour laws enacted by the Central Govern-

ment, where the Central Government has the 

sole responsibility for enforcement. 

2) Labour laws enacted by Central Government 

and enforced both by Central and State Govern-

ments. 

3) Labour laws enacted by Central Government 

and enforced by the State Governments. 

4) Labour laws enacted and enforced by the vari-

ous State Governments which apply to Respec-

tive States. 
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INDIAN EMPLOYMENT LAWS 

This scenario has resulted in a large number of 

statutes regulating different aspects of labor right 

from wages, compensation, resolution of disputes, 

social security, occupational safety etc.  

There are over 50 Central Government Enacted 

Acts and over 200 State Government enacted  

Statutes Ministry of Labor and Employment is 

responsible for formulation and administration 

of the rules and regulations and laws relating 

to labor and employment. Familiarizing with 

the employment laws and regulations will be 

immensely useful for a foreigner setting up an 

enterprise in India, or any employer employee 

for that matter. The following article is a 

bird’s-eye view of some of the important em-

ployment laws that will be of significance to 

employers and employees.  

A) Labour laws enacted by the Central Gov-

ernment, where the Central Government 

has the sole responsibility for enforcement 

1.  The Employees’ State Insurance Act,      

     1948   

2.  The Employees’ Provident Fund and  

     Miscellaneous Provisions Act,1952   

3. The Dock Workers (Safety, Health and Wel 

    fare) Act, 1986   

4. The Mines Act, 1952  

5. The Iron Ore Mines, Manganese Ore Mines 

     and Chrome Ore Mines Labour Welfare  

     (Cess) Act, 1976   

6. The Iron Ore Mines, Manganese Ore Mines 

     and Chrome Ore Mines Labor Welfare  

     Fund Act, 1976   

7. The Mica Mines Labour Welfare Fund Act, 

    1946   

8. The Beedi Workers Welfare Cess Act,  

    1976   

9. The Limestone and Dolomite Mines Labour 

    Welfare Fund Act, 1972   

10. The Cine Workers Welfare (Cess) Act,   

     1981   

11. The Beedi Workers Welfare Fund Act,  

      1976   

12. The Cine Workers Welfare Fund Act,  

      1981  
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b) Labour laws enacted by Central Government   

       and enforced both by Central and State Gov   

       ernments 

13. The Child Labour (Prohibition and Regulation)  

       Act, 1986.   

14. The Building and Other Constructions Work 

       ers’ (Regulation of Employment and Condi- 

       tions of Service) Act, 1996.   

15. The Contract Labour (Regulation and Abolition) 

      Act, 1970.   

16. The Equal Remuneration Act, 1976.   

17. The Industrial Disputes Act, 1947.   

18. The Industrial Employment (Standing Orders) 

      Act, 1946.   

19. The Inter‐State Migrant  

      Workmen (Regulation of 

      Employment and Conditions  

      of Service) Act, 1979.   

20.The Labour Laws (Exemption  

       from Furnishing Returns and  

      Maintaining Registers by Cer 

      Tain Establishments) Act,  

      1988   

21. The Maternity Benefit Act,  

      1961   

22. The Minimum Wages Act, 1948   

23. The Payment of Bonus Act, 1965   

24. The Payment of Gratuity Act, 1972   

25. The Payment of Wages Act, 1936   

26. The Cine Workers and Cinema Theatre Workers 

       (Regulation of Employment) Act, 1981   

27. The Building and Other Construction Workers  

       Cess Act, 1996   

28. The Apprentices Act, 1961   

29. Unorganized Workers Social Security Act, 2008 

30. Working Journalists (Fixation of Rates of  

      Wages  Act, 1958 

31. Merchant Shipping Act, 1958 

32. Sales Promotion Employees Act, 1976 

33. Dangerous Machines (Regulation) Act, 1983 

34. Dock Workers (Regulation of Employment)  

      Act,1948 

35. Dock Workers (Regulation of Employment) 

       (Inapplicability to Major Ports) Act, 1997 

36. Private Security Agencies (Regulation) Act, 2005 

C) Labour laws enacted by Central Government 

     and enforced by the State Governments 

37. The Employers’ Liability Act, 1938   

38. The Factories Act, 1948   

39. The Motor Transport Workers Act, 1961   

40. The Personal Injuries (Compensation Insurance) Act,   

      1963   

41. The Personal Injuries (Emergency Provisions) Act,  

      1962   

42. The Plantation Labour Act, 1951   

43. The Sales Promotion Employees (Conditions of  

       Service) Act, 1976   

44. The Trade Unions Act,  

      1926   

45. The Weekly Holidays  

      Act, 1942 

46. The Working Journalists  

       and Other Newspapers  

      Employees (Conditions of  

       Service) and Miscellan 

       eous Provisions Act,  

       1955   

47. The Workmen’s Compensation Act, 1923   

48. The Employment Exchange (Compulsory Noti 

       Fication of Vacancies) Act, 1959   

49. The Children (Pledging of Labour) Act 1938   

50. The Bonded Labour System (Abolition) Act, 1976   

51. The Beedi and Cigar Workers (Conditions of Employ 

      ment) Act, 1966 

D) State Labour Laws for Maharashtra: 

1. The Apprentices Act , 1961 

2. The Beedi and Cigar Workers (Conditions of Em-

ployment) Act, 1966 

3. Beedi Workers Welfare Fund Act, 1976 

4. The Beedi Workers Welfare Cess Act, 1976 

5. The Building & Other Construction Workers 

(Regulation of Employment & Conditions of Ser-

vice) Act, 1996 

6. Bonded Labour System (Abolition) Act, 1976 
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7. Maharashtra Contract Labour (Regulation and  

   Abolition) Rules, 1971 

8. The Child Labour (Prohibition14 And Regulation)  

    Act, 1986 

9.  Children (Pledging of Labour) Act, 1933 

10. The Cinema Workers and Cinema Theatre Work 

      ers (Regulation of Employment) Act, 1981 

11.  The Cine Workers’ Welfare Fund Act, 1981.    

12. The Dock Workers (Regulation of Employment)   

Act, 1948 

13. The Dock Workers (Safety, Health & Welfare) 

Act,1986 

14. The Dock Workers (Regulation of Employment) 

       (inapplicability to Major Ports) Act, 1997 

15. Employee State Insurance Act, 1948 

16. Employee's Provident Fund and Miscellaneous 

      Provisions Act ,1952 

17. Employment Exchanges (Compulsory Notifica- 

      tion of Vacancies) Act , 1959 

18.  The Employment of Manual Scavengers and  

       Construction of Dry latrines Prohibition Act,  

       1993 

19. The Equal Remuneration Act , 1976  

20. The Factories Act , 1948 

21. The Maharashtra Factories Rules, 1963 

22. The Fatal Accidents Act, 1855      

23. The Industrial Disputes Act,  

24. The Bombay Industrial Relations Act, 1946 

25. The Bombay Industrial Employment [Standing 

      Orders] Rules, 1959 

26. The Inter‐state Migrant Workmen (Regulation of 

      Employment and Conditions of Service)Act,1979 

      The Iron Ore Mines, Manganese Ore Mines & 

      Chrome Ore Mines 

27.  Labour Welfare Fund Act, 1976 

28. The Iron Ore Mines, Manganese Ore Mines & 

       Chrome Ore Mines Labour Welfare Cess Act, 

       1976 

29. The Labour Laws (Exemption from Furnishing 

       Returns & Maintaining Registers by Certain 

       Establishments) Act, 1988   

30. The Bombay Labour Welfare Fund Act, 1953 

31. Maharashtra Maternity Benefit Rules, 1965 

32. The  Maharashtra Minimum Wages Rules 1963 

33. The  Maharashtra Workmen’sMinimum House 

       Rent Allowance Act, 1986. 

34. The Maharashtra Mathadi,Hamal and Other  

      Manual Workers (Regulation of Employment  

     And Welfare) Act, 1969    

35. The Mica Mines Labour Welfare Fund Act,  

      1946 

36. The Limestone & Dolomite Mines Labour Wel 

      Far Fund Act, 1972 

37. The Motor Transport Workers Act, 1961 

38. The  Payment of Bonus Act , 1965  

39. The Payment of Gratuity (Maharashtra ) 

       Rules,1972 

40. The Maharashtra Payment of Wages Rules,  

      1963 

41. The Bombay Shops & Establishment Act, 1948 

42. The Plantation Labour Act, 1951 

43. The Public Liability Insurance Act, 1991 

  44. The Sales Promotion Employees (Conditions of 

        Service) Act, 1976 

  45. The Maharashtra Recognition of Trade Unions 

       and Prevention of Unfair Labour Practices Act, 

       1971   

  46. The Unorganized Workers’ Social Security Act, 

        2008 

  47. The War Injuries Ordinance Act,1943 

  48.The War Injuries (Compensation Insurance) Act, 

       1943 

  49. The Weekly Holidays Act, 1942  ,  Repealed in 

        Maharashtra by Mah. Act 26 of 1961 

  50. The Bombay Workmen's Compensation Rules, 

        1934 

  51. The Working Journalist (Fixation of Rates of 

        Wages) Act, 1958 

  52. The Working Journalists and other Newspaper 

       Employees’ 

  53. The Working Journalists and other Newspapers 

       (Conditions of Service and Misc. Provisions)  

       Act,1955 

  54. The Labour Courts (Practice and Procedure) 

         Rules, 1975 
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The classification of the above laws can be done in to laws 

relating to Industrial relations , laws relating to Wages , 

Laws relating to  Working hours , condition of service and 

employment , laws relating to equality and empowerment  

of women, laws realting to deprived and disadvantaged sec-

tion of society , laws relating to social security  

There could be some more laws over and above to this 

which may be referred if applicable to the employer. 

Do the above laws are not excessive and burden on the 

businessman. Has anybody raised a voice? This is the situa-

tion in a open economy with liberalization of the policy. 

Think of the situation in the license Raj what must be hap-

pening. 

 

If you as an employer fall under the category of any of 

the above laws and any of these laws are violated than 

the consequences are severe and you may be penalized. 

Each of the laws is to be dealt with in detail and care-

fully by the business man to the extent applicable and if 

needed an expert advice should be taken to make com-

pliance of the law of the land. 

Indian businesses are booming and there is phenomenal 

growth in last few years of the businesses and it is very 

imperative that we make full compliance to grow busi-

ness in a professional environment and compete with 

the international trend.  

 

You can contact the author Ms Deepa Rathi for any doubts at the email id deepa.rathi@ecovis.com / deepa@rkabra.net 

 

Disclaimer notice: The above laws are not limited or restricted to employment rules in India. The above article does not con-
stitute an offer or acceptance of an offer, nor shall it form any part of a legally binding contract. It is recommended that pro-
fessional advice be taken based on specific facts and circumstances. No representation or warranty is made as to the accu-
racy of completeness of the information and no liability can be accepted for any loss arising from its use. 

 

 

 


