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d
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e 2’% of 2001 4188-95 of 1998 6024- 25 62001, TPs (€3 Nos. ‘L69 284-302,
6029-34 of 2001, TCs No_sé.ﬂHOS -337 of 2000 and N@ 141 of 2001,
decid ! August 30, 200 £
A. Labour Law — Contr ] e

1970 — Ss. 2(1)(a) (bef(%re after Ami:ndp_lelit Act 14 of 1986), 2(1)(e)

and 1(4) & (5) — A ﬂ : ‘industry” mh Th ]_S carrled on under the
f
g

of, raiéher thah démal of, benefitﬂon tI{fe labour but that is to be done without

rewriting or ;doing viol g e fsi'OVlswns of the enactment — Words
g ndustrlal Disputes Act, 1947, S. 2(a)(i) —

i a’rned on under the authorlty of the Central

7'-
t Fiom the Judgment and Order dated 3-7-1998 of the Calcutta High Court in WP No. 1773 of
1994 and FMAT No. 1460 of 1994
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2 SUPREME COURT CASES (2001) 7 SCC
B. Constitution of India — Preamble — Arts. 39, 43, 43-A, 14, 16 and 1:3.
— Role of preamble in interpretation of provisions of the Constitution

C. Labour Law — Contract Labour (Regulation and Abolition) A
1970 — S. 2(1)(a) (prior and subsequent to Amendment Act 14 of 1986
Appropriate Govt. in respect of a government company — Whether 1

Section 2(1)(a) of the Contract Labour (Regulation and AW
(for short “the CLRA” Act) The contract labour contended

expression
Government” occurring in the definition of “approprit
matter any of the provisions of the CLR;A :
interpretation had to be discarded as the ¥
approach applicable only to private law field

on the anvil of Article 14, and instead th }
should be adopted. Rejecting this contentlo'

agalnst such exp101tat10n but it contlnues in one form or the othig
; ion %;;f attaining fair

42 non for sustained €
' (Para 8)

1 1 1, referred to

relevant in this regard_g ‘pfeamble to the
guides those who find Hemselves in

a while dealing with its f
:(;p“ ting a beneficial legislation

beneﬁc1a; 1s}at10n the courﬁ§ havig to resolve the quandary in favour of
onferment of ratitter than den of. a%@q_@ﬁt on the labour by the legislature but
i to the provisions of the enactment.
g o (Para 9)
The CLRA Act was enactéd by Parliament (o deal with the abuses of the
dgontract labour system. Parliam iat adopted twin measures to curb the abuses of
mployinent of contract labour —¥the first is to regulate employment of contract
abour sultably and the second is to abolish it in certain circumstances. This
&@proa,;fh is clearly discernible from the provisions of the CLRA Act which h
#iedinto force on 10-2-1971. A perusal of the Statement of Objects and
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Reasons shows that in respect of such categories as may be notified bg thé
appropriate Government, in the light of the prescribed criteria, the contsact
labour will be abolished and in respect of the other categories the Sppvi

conditions of the contract labour will be regulated. #

The function of the court is to interpret the statute to aggertain ]
the legislature, the Parliament. Where the language of thé tau;ﬁa is iear and
explicit, the court must give effect to it because in that casé Qrds oﬁ the statute
unequivocally speak of the intention of the legislature. ¥
interpretation has to be adhered to and a provision in the
understood in its ordinary natural sense unless the court finds that the provision
sought to be interpreted is vague or obscurely waidediniwhich event the other
inci Y, reading of the said
urity, no amblgulty and

:f-;f)e construed in their

’ ing/a statute.
t¥#he same is

material in regard to the remedies whr@ : j )
rights, public or private, and not in regarcf i interpretation:
Paras 25 0 27)
O’Reilly v. Mackman, (1983) 2 Al yguished

Second Harry Lectures, referrecl

‘on b’y virtue of, pursuant to,
r'gr permission by the Central
colapaily or other government
, if there is lack of conferment of
1 0 a government company or

Government” implies ang 'ﬁﬂus which is 6}?{1‘1
conferment of, gram ofiior d@legatlon of paw

power or perm1ssf<'mg by
undertaking, it ul digable such

ry; Corpus Juris Secundum, referred to
_ ‘ i¢ functions and duties the government
compf@mes/co;‘por&‘tlons/sogletles hlcl?:r are instrumentalities or agencies of the
jedted to“me f&ﬁme limitations in the field of pubhc law

: ch Government for all their acts, liabilities and
obhgatlons under various ntral and/or State Acts or under private law.
The;f_efore the fact of being aiy 1nstrumentahty of a Central/State Government or
beinig “State” within the meaning of Article 12 of the Constitution cannot be
detarmmatlve of the question as to whether an indusiry carried on by a
@mpany/corporatlon or an instrumentality of the Government is by or under the
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4 SUPREME COURT CASES (2001) 7 SCC

authority of the Central Government for the purpose of or within the meaning of
the definition of “appropriate Government” in the CLRA Act. (Paras 37 and 38)
Sukhdev Singh v. Bhagatram Sardar Singh Raghuvanshi, (1975) 1 SCC 421 : 1975 ¢
(L&S) 101 : (1975) 3 SCR 619; Ramana Dayaram Shetty v. International 7
Authority of India, (1979) 3 SCC 489 : (1979) 3 SCR 1014; Managing Direé‘itor,
Warehousing Corpn. v. Vijay Narayan Vajpayee, (1980) 3 SCC 459 : 1980 SCei(L
453 : (1980) 2 SCR 773; Ajay Hasia v. Khalid Mujib Sehravardi, (1981) 1
1981 SCC (L&S) 258 : (1981) 2 SCR 79; Delhi Transport Corpn. V. IQ.TC’:
Congress, 1991 Supp (1) SCC 600 : 1991 SCC (L&S) 1213; Som } :
Union of India, (1981) 1 SCC 449 : 1981 SCC (L&S) 200, Manmohun Singh
Commyr., Union Territory of Chandigarh, 1984 Supp SCC 540 198 SCEF
P.K. Ramachandra Iyer v. Union of India, (1984) 2 SCC 141 : 19&
A.L. Kalra v. Project and Equipment Corpn. of India Lid., (1984) 3 SC
(L&S) 497; Cemtral Inland Water Transport Corpn. Lid. v. Brojo Nath
3 SCC 156 : 1986 SCC (L&S) 429 : (1986) 1 ATC 103; C.V. Raman v.
(1988) 3 SCC 105 : 1988 SCC (L&S) 687; Lucknow Develﬁgp@gnt Authorzty v. MK
Gupta, (1994) 1 SCC 243; Star Enterprises v. City and Indi glal D}‘{évelopment Corpn. of
Maharashtra Ltd., (1990) 3 SCC 280; LIC of India v. Const ! 1 €
Centre, (1995) 5 SCC 482; G.B. Mahajan v. Jalgaon Mw_azcz
91, distinguished )
Further, the definition of “establishment” it‘a the GILRA Act takes in its fold
s within the m&a}‘hing of
ent companr s involved
: to the Cenfral Goverfiment 4
though they may be “State” within thegs mear:g’ L rticle 12. Thé ﬁzr@wm the
case of a Central Government compan??und rtaking, an instggmentality of the
Government, carrymg on an industry, t Hteria (o deterfmn wfiether the
Central Government is the appropriate Goverffment withi
CLRA Act, is that the industry mygtsbe carried on by OrZ :
the Central Government and 4 T grtaking is an
instrumentality or an agency sgrtient, for purposes of €
Artrcle 12 of the Constrtuu_ s Central G@Ver’i“i’rner’it would be the
- th et angthe 4D Act provided the
joyérnment company/an
ment. Such an authority
relationship of principal
be ascertained on the facts ¢
' authority, to carry on any
Iernment, is conferred on the

ny céﬁ fei?ment of authigrlty
undertakmg by tﬁfé Central €

e ascertained on the facts and in the g

: (Paras 38, 39 and 46)

| Labour Union, (1997) 9 SCC 377 : 1997 SCC (L&S)

1344 overruled prospectively '

HeavytiEngg. Mazdoor Union v. Stite of Bihar, (1969) 1 SCC 765, affirmed but partly
critie sed

Hlndzfyan Aeronautics Lid. v. Workmen, (1975) 4 SCC 679 : 1975 SCC (L.&S) 377, h
Redshtriya Mill Mazdoor Sangh v. Model Mills, 1984 Supp SCC 443 : 1985 SCC (L&S)
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154; Food Corpn. of India Workers’ Union v. Food Corpn. of India, (1985) 2 SCC 294
1985 SCC (L&S) 456, affirmed ¥
Food Corpn. of India v. Transport & Dock Workers Union, (1999) 7 SCC 59 :

(L&S) 1220, referred to

Before 28-1-1986, the determination of the question whether,_ he ‘

or the establishment of any railway, cantonment board; :maJQ;;“'
oilfield or the establishment of banking or insurance compiiy
in the affirmative, the Central Government will be the approfi)
otherwise in relation to any other establishment the Governmé
which the establishment was situated, would be the app_ riate Government.

: [Paras 125(1)(a)]

Central Government company/undertakrng o
concerned is 1nc1uded therein eo nomine, 03:‘ (u

Government will be the appropriate

: nt; 0therw1$e ;n nr;elatré;in to any
other establishment, the Govern;;nen s

State in ' i Hhat  other

D. Labour Law — Contract Lab ir (Regulation ;
1970 — Ss. 10(1) & (2) and 2(1)(e) — Pre-requisite %er 1ssi'1'mg prohibition
notlﬁcatlon, restated — N -’ficatlon SO No#i 779¢E) dt. 9-12-1976
’ _1ng;'~ cleamng, dusting

of which the appropri
Validity — Held, it did.
violated S. 10 —&M
Central Goverl%ne

e@}n ements — Hence, ex facie
apﬁhCatlon of mind by the

Non-application o
overruling
Held :

L3

in Sectron 10, the position that

Govemment "*gﬁ ré’qulrede : (l) onst lt the Central Board/State Board; (ii)
consrder the A ardsbenefits provrded for the contract labour;
and (zu} tak
with reYeren to any officé e department of the Government or local authority
ir any place where any industry, trade, business, manufacture or occupation is
carried on. (Para 52)

A glance through Notification SO No. 779(E) dt. 9-12-1976 makes it
manifest that with effect from 1-3-1977, it prohibits employment of contract
b@ur for sweeping, cleanrng, dusting and watching of buildings owned or
cupied by establishments in respect of which the appropriate Government
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6 SUPREME COURT CASES (2001) 7 SCC

under the CLLRA Act is the Central Government. This clearly indicates that thg
Central Government had not adverted to any of the essentials, under Section 16
except the requirement of consultation with the Central Advisory Bogrd,
Consideration of the factors mentioned above has to be in respect ofy each
establishment, whether 1nd1v1dually or collectively, in respect of, Whi
notification under Section 10(1) is proposed to be issued. The imj
notification apart from being an omnibus notification does not
compliance with Section 10(2). This is ex facie contrary (0 the posl;t,ila I
Section 10 of the Act. Besides, it also exhibits non- apphcatlon gyf mmgl by _ﬁhe
Central Government. Therefore, the said notification is got SUSHE, ggple b
However, it is being quashed prospectively i.e. from the date of*instant Jud ment
and subject to the clarification that on the basis of this Judgmen o rder spassed

or no action taken giving effect to the said notification on or beture the date of
this judgment, shall be called in question in any tribunal or courtsircluding a
High Court if it has otherwise attained finality and/or 1t has been 1mpTemented
P‘araf&ﬁ’% and 125(2)(H)]
_and: Abolition) Act,

‘w:.

E. Labour Law — Contract Labour (Regulat
1970 — Ss. 10, 2(1)(b), (¢), (e), (g) & (i), 7 to 9, 12,16 t¢ 21Fand 23 to 25 —
Scope of S. 10 — Held, does not imply the conce pt  attfomatic absorption
of contract labour by the pr1nc1pal empigdyer ¢n issuance of abolition
notification — Other provisions of the A% it of the Acti%ind the
leglslatlve hJstory of the Act lead onlgi:to t‘r‘ s ‘ednclusion, — aHen(;e, on

.\‘(1), the pr1nc1pa empj[oyer d
eta
ion — Interpretéﬁpn ‘of Statutes — o
e Beneficent or: h‘eneﬁelal legislation —
Principle of liberal interpretatién !
cannot be extended to reacﬁﬁ ,‘{tli
f
onsth between the principal
Cfrrrcumstance under which contract
t;0f principal employer, explained —
abou_w (Regulatl \bolition) Act, 1970, S. 2(1)(b), (¢), (e),
ds and Phrasés = “Workman”
%. Labour Law — Employee — Regular employee — A workman who
ot ipso facto a regular employee of the
Labour (Regulation and Abolition) Act,
h

\ Labour Law — Master and servant — Principal employer and
ontract labour — Nature of their relationship — Where a workman is
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STEEL AUTHORITY OF INDIA LTD. v. NATIONAL UNION WATERFRONT WORKERS 7

hired through a contractor, held master and servant relatlonshlp ex1sts

and 82(2) and Forms I to IV, VI, XII XIV and XXV

Another question that arose was: ‘“whether automatic -
labour, working in the establishment of the principal &
employees, follows on issuance of a valid notification under S
CLRA Act, prohibiting the contract labour in the establish
Taking into consideration the arguments of the part1es he folloxi/mg two issues
¢ were framed in this regard:

whether on a contractor engagl"

the work entrusted to him by a prinéi

master and servant between him éi,h

d labour, emerges.

The contract labour contended .th
labour by the contractor in any work:

er ,»_@5’{3 contract
the work of an
i ”, cre?a,ted;-f‘ between the

principal employer and the contract labou “They addedyt a cémbined reading

of the definitions of the terms “contract labotm , ‘igstablishment” and

i

e ‘“‘workman” would show that
an industry and the owner of
who brought about such;

legal relatlonshlp betwéen a j{fferson employed in
d« o

,_'__;,furrihe C(;mtended that in view of
S not amioub: ke«r must be (reated as

management. Rej h Se contentlons
f negative, the Suprerﬁe ¢ prt

¥ the influence of the 1ntermed1ary
In 1946 the Rege

dlsplacement of labour but récommended only alternative employment and not
absorptlon of the contract labour in the establishment. In 1969, the National
Comimission of Labour in its report, while recommending abolition of contract
labour, noticed the fact of introduction of the Contract Labour (Regulation and
olition) Bill, 1967 (for short “the Bill””) in Parliament, which incorporated to a
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8 SUPREME COURT CASES (2001) 7 SCC

great extent the said recommendations. The Bill later became the CLRA Act. It
i8 1mportant that in splte of absence of a provision for absorption of contract
labour in the Bill [on issuance of notification under Section 10(1) of the CLRA
Act prohibiting engagement of contract labour], the National Comnifss
endorsed that measure. Moreover, neither in the main part of the repott ofith

concept of automatic absorption of the contract labour Q
notification for prohibition of employment of the contract laboa g

and not of the principal employer.

Admittedly, the consequence of prohibition notificatig
of the CLRA Act, proh1b1t1ng employment of Contractwla

en0§ of this omission ¢
Is anﬁ the Committees

and the Statement of Objects and Reasons of tbl
Parliament intended to create a bar on eﬁgag;i’
establishment covered by the prohibition notificgtior
as to leave no optlon with him except;10 e#iplo:

y @ principal employer so
#the worker as re_gular

Q.

estabhshment for a number of years were changed just \;Qefo

stlﬁ@atlon to prefer
t e contract labour
“#(Paras 68 and 88)
workman. Where a
. stablishment by the
! as an agent so there will
be master-and- servan rélatic ishi it cipal employer and the
workman. But where a wan is hired in
establishment by a. ntr‘aetor either bec»,a‘,us “he“has undertaken (o produce a
@bhs}ﬂment or becatjs "

®

By definition the term “@6ittract: abour” is a; SPECISs
workman is hired in omm e}.onnechon with the W

fiether the contractor iS a mere
the workman will be 1n fact an

(Para 71)

dicUnion, (1978) 4 SCC 257 : 1978 SCC (L&S) 506; g
VS hramik Sena, (1999) 6 SCC 439 : 1999 SCC

1.&S) 113’8‘ relied on
_ Therefore, it is not possible to perceive in Section 10 any implicit
equlrement of automatic absofption of contract labour by the principal
employér in the establishment concerned on issuance of notification by the
'alaprop}ﬁrate Government under Section 10(1) prohibiting employment of
c" Htrget labour in a given establishment. Consequently the principal employer
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STEEL. AUTHORITY OF INDIA LTD. v. NATIONAL UNION WATERFRONT WORKERS O :

cannot be required to order absorption of the contract labour working i, the
establishment concerned. [Paras 89 and 125(3)]

Air India Statutory Corpn. v. United Labour Union, (1997) 9 SCC 377 : 1997 SCC{,L {;8%
1344, overmled prospectzvely '

Standard Vacuum Refining Co. of Indla Lid. v. Workmen, AIR 1960 SC 948
466, explained and distinguished

5 SCC 304 : 1994 SCC (L&S) 1078, dzstmgulshed ;
Mathura Refinery Mazdoor Sangh v. Indian Oil Corpn. Lid., Maﬁ%_ a Reﬁnery Project,
(1991) 2 SCC 176 :; 1991 SCC (L&S) 533; Assn. of Chemchl~ Wbrkers v. A.L
Alaspurkar, 1993 Supp (3) SCC 248 : 1993 SCC (L&S) 1068 (19}?3) 25 ATC 591;
Gujarat Electricity Board, Thermal Power Station ¥, Hin <=Mazd00r Sabha, (1995) 5

SCC 27 : 1995 SCC (L.&S) 1166, considered %
BHEL Workers Assn. v. Union of India, (1985) 1 SCC 63§ : 19§5 SCC (L&S) 371; VST
Industries Ltd v. Workers’ Union, (2001) 1 SCC 298 *2001 "&CC (L&S) 227; Indian
o5 439 : 1999 SCC (L&S)

the provisions of the Act what the leglslﬁ_ e not prov1ded~
or by necessary implication, or subsututng.g reifiedy or benefit ﬁgr
by the legislature. The CLRA Act Iﬁ tes the condmﬁ

or all those factors, provides;n
issuing notification under S ﬁo

(Para 105)
nology v. State of U.P., (2000) 7 SCC 109 :

M. Aslam, (2001) 1 SCC 720 : 2001 SCC (L.&S)
R m@nlal Chimanlal, (1974) 3 SCC 66 : 1973 SCC

: gration of the provisions of the CLRA Act it has
dlready been held herein “that neither they contemplate creation of direct
relationship of master and “Servant between the principal employer and the
confact labour nor can such telationship be implied from the provisions of the
Action issuing notification under Section 10(1) of the CLRA Act, a fortiori
mug¢h less can such a relationship be found to exist from the Rules and the forms
mdde thereunder. (Para 120)
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10 SUPREME COURT CASES (2001) 78CC

3 SCR 930; Uptron India Ltd v. Shammi Bhan, (1998) 6 SCC 538 :
1601, distinguished
Western India Automobile Assn. v. Industrial Tribunal, Bombay, AIR 1949 FC 1
FCR 321; Bharat Bank Ltd. v. Employees, AIR 1950 SC 188 : 1950 SCR 459;"
Fritz Werner Lid. v. State of Karnataka, (2001) 4 SCC 498 : 2001 SC@*?(L& 3} 752 T
(2001) 2 SC 376, referred 1o : b
The word “workman” is defined in wide terms. It is a gen@ﬂc tep;n of“Wwhich
contract labour is a spe(nes It is true that a combined rea of the, terms
“gstablishment” and “workman” shows that a workman & aged’ in an
establishment would have direct relationship with the principal employer as
servant of master. But what is true of a workman could not be correctof contract
labour. The circumstances under which contract laboug;coftfebe treated as direct

1998 sg ( &

workman of the principal employer have been held e 6ﬂly the following €
ones:
(i) where the contract was found to be a § ominal, rather a
camouflage, in which case the contract labpur ' mg 1 the establishment
of the principal employer were held, in factandn reility, the employees of
the principal employer himself. Indeed: } : {6 not relate 46 abohtlon
of contract labour but present instanc ein the Court? plergied thé veil d
and declared the correct position as a fact © stage after emp ggyrg:é‘nt of
contract labour stood prohibited, and;_ g
(i) where in discharge of a statutoz’ylobhgatlon of maiftdining,a canteen
in an establishment the principal empf@@{a,er availed ‘the %erwces of a
contractor and the court held that the contract labou_r d indeed be the
employees of the principal employer. (Pdras 1“t1>§ 108 and 107)
Maharashitra Sugar Mills Lrd. v. Stdie 3 €
Lid. v. Ram Ujagar, AIR 19648
Ramanlal Chimanlal, (19743 3 S¢
Factory Thezhllall Un’x’bn (i 78) 4’SCC 257 1978'* &‘&3'506 dlsnnguzshed
2 y he requlrement of the first
f

(Para 119)
'(Regu]atlon and Abolition) Act,
1 dlsp,ute in regard to service conditions of
abour icoming up, 19 adjidication subsequent to issuance of g
prohibition, notlﬁcatlon — Rel 1 J;hat can be granted in such cases —
Detailed principles laid down’;

‘gontract labour or otherwise, in an industrial
brought before it by any contract labour in regard to conditions of
,ithe Industrial Tribunal/Court will have to consider the question whether
fractor has been interposed either on the ground of having undertaken to
prod e any given result for the establishment or for supply of contract labour

o
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for work of the establishment under a genulne contract or is a i‘nere
ruse/camouflage to evade compliance with various beneficial legislationg s
to deprive the workers of the benefit thereunder. If the contract is found to
genuine but a mere camouflage, the so-called contract labour will hav,
treated as employees of the principal employer who shall be*
regularize the services of the contract labour in the establishmen

been issued by the appropriate Government, prohibiting enfplay%nent of contract
labour in any process, operation or other work of any establishithent ajnd where in
such process, operation or other work of the establishmegj e principal
employer intends to employ regular workmen, he shall give pegference to the
erstwhile contract labour, if otherwise found smtalafer“ﬁnd, if necessary, by
relaxing the condition as to maximum age prop}nately, taking into
consideration the age of the workers at the time of ‘their 1h1t1al employment by
the contractor and also relaxing the cond1t10n as 4y a"eazxﬁc qualifications other
than technical qualifications. : [Paras 125(6)]

) I J;ﬁrom'late
Government may also take into c(:ms1 L i faétors of like
nature '
K. Labour Law — Contract Laboir 3
1970 — S. 10, 2(1)(b), (c), _‘(e), 2 & () — Ngr}tlfi“ ation under S. 10
; qu&hces of i issuance of

— Applied
Held :

In order to intérpr Sectt ons 10 and 2

(e), (g) & (i) as well as
other provisions @f the. CLRA Act it is necegsary

) apply the mischief rule.
(Para 67)

Mayfair Prope
Craies on St 3 e
ThesfolloWwing consequence fbll
Sectigit 10( Fof the CLRA Act

the’@@mtract labour coni '-*to an ‘end;
(3) no contract labour can be employed by the principal employer in any

process, operation or @“‘ther work in the establishment to which the

fhotification relates at any’ ‘time thereafter;

(4) the contract labour is not rendered unemployed but continues in the

employment of the contractor as the notification does not sever the
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relationship of master and servant between the contractor and the contrags
labour;

(5) the contractor can utilise the services of the contract labour in zt'
other establishment in respect of which no notification under Section®10¢
has been issued where all the benefits under the CLRA Act whi
being enjoyed by it, Will be available; .

¥
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41. (1969) 1 SCC 765, Heavy Engg. Mazdoor Union v. State of Bihar
29¢, 30a, 30c, 3

42, AIR 1964 SC 355, Basti Sugar Mills Ltd. v. Ram Ujagar

43. AIR 1963 SC 630 : (1963) 3 SCR 930, Rai Bahadur Diwan Badri Dass#,
Industrial Tribunal, Punjab

44. AIR 1960 SC 948 : (1960) 3 SCR 466, Standard Vacuum Refm g Co. of
India Ltd. v. Workmen &70 49f-g, 50e, 52b-c

45. AIR 1955 SC 404 : (1955) 1 SCR 1427, Shivnandan Sharni

; ; 38a-b, 57d
46. AIR 1951 SC 313, Maharashtra Sugar Mills Ltd._qv. S gte o, 38a-b, 56g
47. AIR 1950 SC 188 : 1950 SCR 459, Bharat Bank¥ ik
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Industrial Tribunal, Bombay

49. (1898) 2 Ch 28, 35, Mayfair Property Co.,
50. (1584)3 Co Rep 7a: 76 ER 637, Heyd@"'tr-’s casg

leave petitions. _
2, In Food Corpn. of Indig

ng noticed, cunflict of opinion
between different Benches i wo threg-Judg B_enc‘hes of this Court
on the interpretation of
Section 2(1)(a) of the Ton
(for short “the CLRA At
Act, 1947 (for short “he ) Avﬁ‘t”) and havin

%sorptwn of the

“to the importance of the ¢
Abour in the establishment
abolition notification issued
hese cases (0 a larger Bench

of the principal ernpl 2
under Sectlon l@(”l) of'

tiEL in WP No 1773 of 19947and FMAT No. 1460 of 1994 dated 3-7-1998.
'he appellants a Central Goveinment company and its Branch Manager, are
ngageéi in the manufacture and sale of various types of iron and steel
ateriafs in its plants located in various States of India. The business of the h

_1°71999) 7 SCC 59 : 1999 SCC (L&S) 1220
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STEEL. AUTHORITY OF INDIA LTD. v. NATIONAL UNION WATERFRONT WORKERS 15 .
(Quadri, J.) ;

appellants includes import and export of several products and by-pro 3
through Central Marketing Organization, a marketing unit of the appégllt,@,rrt%,\
having a network of branches in different parts of India. The“”*m_
handling the goods i in the stockyards of the appellants, was bemg an L,

appellants at Calcutta. On the representation of ;
Government of West Bengal kept in abeyance the said icali
for a period of six months by notification dated 28-8-1 and thereafter
extended that period from time to time. It appears that the Stig *Government
did not, however, extend the period beyond 3 1—8—1994;--=
4. The first respondent Union representing:ih
labourers filed Writ Petition No. 10108 of 1989
seeking a d1rect1on to the appellants to abso_EM'

pse of 353 contract
calcutta High Court
i tract labour in their

learned Smgle Judge of the High C ¢
the notification dated 28-8-1989, and
the period and d1rected that the co’ﬁt__ra '

‘ jition, get a81de
S sequent notifie p(m,sgextendmg

stravegy Assailing the
( t appeal (FMAT No.
at}ﬁ@)n of 15-7-1989 they

a ngh Court. While these
oyt delivered judgment in

S. The appellants adopt
said judgment of the learned
1460 of 1994) and challeng1 }

A3 ¢

(1997) 9 SCC 377 : 1997 SCC (L&S) 1344
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-----

Government under Section 10(1) of the CLRA Act is valid and apphes 0
all Central Government companies; and

(iii) whether automatic absorption of contract labour, working #n
establishment of the principal employer as regular employees, folfow4;
issuance of a valid notification under Section 10(1) of the CLR;
prohibiting the contract labour in the establishment concerned

is in appeal, we shall refer to the parties in this Judgmen,
employer and the contract labour.

exploitation but it continues in one form or the othe ¢
Act, 1947 is an important legislation in the di
d
9. After the advent of the e
obligation to improve the lot of
begar and other similar formag
f

dire, by a suitable legislation
: for all workers, agricultural,
T awork, a 11v1ngw egconditions of work ensuring a
pl A of 1fe and full enl.i:)yrnen 6T leisure and social and cultural

&, the participation of workers in the g
lishment or other organisations engaged

rnanagement of ¥
in any indusis

mployment Of course, the Préamble to the Constitution is the lodestar and
cuides those who find themselves in a grey area while dealing with its
provisi sns. It is now well settled that in interpreting a beneficial legislation h
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STEEL. AUTHORITY OF INDIA LTD. v. NATIONAL UNION WATERFRONT WORKERS 17
(Quadri, J.) :

enacted to glve effect to the D1rect1ve Pr1nc1p1es of State Policy wh1chﬂ1

certain circumstances. This approach is clearly discerf ] e from the
provisions of the CLRA Act which came into force; mxm_lo -2- lb7 1. A perusal

¢ of the Statement of Objects and Reasons™ shows tha;t;lln respect of such
categorles as may be notified by the appropnate @“verrﬁment 1n the light of

the other categories the service condltlgms
regulated. Before concentrating on the retey a

d Chapters. Chapter I has two section :
and apphcatlon of the Act and the s

Py

fu tl_ﬁn of a Central

“The systgin of e ﬁloyment of contract tabo

question of its abmhtl :deratgian of Government for a long t1me In
f the second-five yé 3 _'fde certain recommendations, namely,
undertaking of, toblem of contract labour, progressive
4 cond1t1ons Of contract labour where the

Qs t]q}it the system should,;f e ébohﬁ | wherever possible or practicable and that in
-_hls~ Bystem could not lﬁe abolré’ped altogether, the working conditions of contract

labour shoﬂ})d bé regula o as _ensyfe payment of wages and provision of essential

The pn@posed Bill airig at‘ ik \on of contract labour in respect of such categories as
3 P Goveimment in the light of certain criteria that have been laid

poss1ble The Bill provides fér the setting up of Advisory Boards of a tripartite character,
_Jepresenting various interests, ‘i advise Central and State Governments in administering the
Tk g1slat10n and registration of éstablishments and contractors. Under the Scheme of the Bill,
ﬂle provision and maintenance of certain basic welfare amenities for contract labour, like
drinking water, the first-aid facilities, and in certain cases rest-rooms and canteens, have been
made obligatory. Provisions have also been made to guard against details in the matter of wage
payment”. — Gazette of India, dated 31-7-1967, Pt. I, S. 2, Extra., p. 634.
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contractors to make sure that those who undertake or execute any Work
through contract labour adhere to the terms and condrtlons of licences 1ssa¢

principal empioy t, C

- crifies offences
and lays down the procedure for gmsecutlon of the offénder ).Chapter VIl is
titled “Miscellaneous” and it ¢ondins eight secti awhich need not be e
elaborated here. : T

11. Now we shall adve “t(ﬁ b

ihe agpropmate Government in
. of the Cential Government companies in

1shments of FCI and ONGC but in view of the amendment of the
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STEEL AUTHORITY OF INDIA LTD. v. NATIONAL UNION WATERFRONT WORKERS 19
(Quadri, J.)

definition of the expression “appropriate Government” with effect from 28 -1-
1986, the Central Government would thereafter be the appr@;zppét
Government. The learned Additional Solicitor-General who app#ared:
Indian Farmers and Fertiliser Cooperative Ltd. (IFFCQO) and MrB. S
learned Senior Counsel appearing for the appellant adopted the argi
the learned Solicitor General on this point.

(respondents in the appeal of ONGC) has argued;that zi;;l Central Government
undertakings which fall within the meaning o)i;per authorities” in
Article 12 are agents or instrumentalities of the Stéte fl%nctmmng under the
authority of the Central Government, as such th*éﬁfﬂ ¢ ﬁﬁ Governrnent will be
the appropriate Government; Heavy Eng g;} cap

two- -Judge Bench of this Court which wa; ;fo*'

Sangh®; in those cases the judgment§
Ajay Hasia case®, Central Inland, Wat !
casel® and R.D. Shetty Intematzonfié AT

i@yort ‘casell wergd
case4 was

i 4

and, ,;;heﬁgfe

thls Court had correctly
dia the Central Government

(1969) 1 SCC 765
H SCC 679 : 1975 SCC (L&S) 377

v Bhagazram{sardar Smghcﬁaghuvansm (1975) 1 SCC 421 : 1975 SCC (L&S)
a’; (1975)3, CR 619 :

amana Dayaram Shetty v. InZemanonal Azrport Authority of India, (1979) 3 SCC 489 : (1979)
3 SCR 1014
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16. Notwithstanding the concession made by the learned
Solicitor-General which has the support of Mr Shanti Bhushan, we cannot
give a quietus to this issue as the other learned counsel strenuously canvas
to the contra. We, therefore, propose to decide this point in the ligh{ ¢
contentions put forth by the other learned counsel.

17 To begm Wlth the relevant prov1s10ns of Secuon 1 of the CL.

“1. (1) (3 * * *
(4) It applies—

workmen are
. elvE "months

employed or were employed on any day of the preceding
as contract labour;

Provided that the appropriate Government m:
than (wo months’ notice of its intention so (Q:x

contractor employing such number of wort
specified in the notification.

(5)(a) It shall not apply to estal

that question after consultation w1th th e
be, a State Board and its dec1s1013 shall be final.

e CLRA Act applies to
e specified description. f
ly of an intermittent or casual

D . 01 felevan( terms in sub-section (D
of Secuo 2 wh_ hw:ontams 1nterﬂreta on clauses. Clause (a) defines the
expressmm apprdpnate Govetiy Shehirs:

appropriate GOVernﬁ’ient under the Industrial Disputes Act, 1947

(14 of 1947), is the Central Government, the Central Government;
(ii) in relation to any other establishment, the Government of

the State in which that other establishment is situate;” h
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pomted out that clause (a) of Section 2(1) was substituted by the Ci
Labour (Regulation and Abolition) Amendment Act, 1986 with effe
28-1-1986. Before the said amendment, the definition read as undér:
“2. (1)a) ‘appropriate Government” means— '

(1) in relation to—
() any estabhshment pertaining to any 1ndu§;ry C

such controlled industry as may be specified:
Central Government, or

port, mine or oilfield, or

(iti) any establishment of a bankmg QT
Central Government

Govemment will be the appropriate G
question answers the description giﬁg@n

!1ff1culty The
ub-clause (¢)
pel*talnlng to any

; under the Companies Act, 1956 (1 of 1956) or
the Employees’ State Insurance Corporation established under Section 3
of the Employees” State Insurance Act, 1948 (34 of 1948), or the Board
of Trustees constitutéd under Section 3-A of the Coal Mines Provident
Fund and Miscellaneous Provisions Act, 1948 (46 of 1948), or the
Central Board of Trustees and the State Boards of Trustees constituted
under Section 5-A and Section 5-B, respectively, of the Employees’
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22 SUPREME COURT CASES (2001) 7 SCC

Provident Funds and Miscellaneous Provisions Act, 1952 (19 of 1952,
or the Life Insurance Corporation of India established under Section 3
of the Life Insurance Corporation Act, 1956 (31 of 1956), or the Oil gngd
Natural Gas Corporation Limited registered under the Companie% Agi;,
1956 (1 of 1956) or the Deposit Insurance and Credit Guara;gate

Corporation established under Section 3 of the Deposit Insuraiige
Credit Guarantee Corporation Act, 1961 (47 of 1961), or thes
Warehousmg Corporauon established under Secuom % 0

(52 of 196’%) or the Food Corporatlon of India *€sta bli*%hed nder
Section 3, or a Board of Management established fgg{two gf more
contiguous States under Section 16 of the Food Corporatigns Act, 1964
(37 of 1964), or the Airports Authority of India consmuted under
Section 3 of the Airports Authority of India Agt, 1994 (55 of 1994), or a
regional rural bank established under Sectiofii3:zof ’tﬁe Regional Rural
Banks Act, 1976 (21 of 1976), or the Expo Credg and Guarantee
Corporation Limited or the Industrial Recenst ofi Corporation of
India Limited, or the National Housing Ba k tab‘ilshed under Section
3 of the National Housing Bank Act, :1987) or the Banking

Hf the BankjigService

D853
Service Commission established under 'eC
re Setvice, or,a bagiking.or an
cantonment board r a Ifnajor d

Commission Act, 1975, or an air
insurance company, a mine, an Oilf
port, the Central Government,.and

(ii) in relation to an)/ :
Government

be the appropriate  Governm

concerning: _ e
(1) any industry carrjed
Government, or by ara '
f
'M:gzy.industry carried on by or
‘_ nit” is a common factor in both
9

Where theilan p‘age of the sii:at texxs clear and explicit the court must glve
effect to it B&eduse in that case’words of the statute unequivocally speak of
g}é intention of the leg1slatur . This rule of literal 1nterpretat1on has to be
dhered:to and a provision in the statute has to be understood in its ordinary
atural gense unless the court finds that the provision sought to be interpreted
i Vagt;fe or obscurely worded in which event the other principles of A
inféipretation may be called in aid. A plain reading of the said phrase, under




SCC Online Web Edition, © 2026 EBC Publishing Pvt. Ltd.

Page 23

Friday, June 26, 2026

Printed For: Utkarsh Jaiswal, National University of Study & Research in Law

SCC Online Web Edition: https://www.scconline.com

TruePrint™ source: Supreme Court Cases, © 2026 Eastern Book Company. The text of this version of
this judgment is protected by the law declared by the Supreme Court in Eastern Book Company v. D.B.
Modak, (2008) 1 SCC 1 paras 61, 62 & 63.
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construed in their natural ordrnary meaning as commonly understoo&.
26. We are afraid we cannot accept the contention that in congtrud

authoritative treatise on interpretation of statutes GF 1n pfggnouncement of any
court nor is any author1ty of thrs Court or any ‘ﬁher éourt brought to our

e
Y

_ﬂgft-‘he proper
o the public.
i rivate rights
odies. The critical
y:a whole, or in the
fhocahty, who are the

if when enforcing the rights,
ation of the statutes. We are

judicial review under RS¢ Order 53 and not by private law action which
would be abuse of the proc s,s of court.

128. Now, going back to the definition of the said expression, it combines
threg alternatives viz. (a) any industry carried on by the Central Government,

(1983) 2 AC 237 : (1982) 3 AILER 1124
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(b) any industry carried on under the authority of the Central Governmend
and (c) any industry carried on by a railway company. Alternatives (a) and

under the authority of the Central Government cannot be equated
industry carried on by the Central Government itself. This leavg
construe the words * under the authority of the Central Govern fent”

chtzonary is delegated power In Black’s Law Dictionary
the word ““authority” ar

“Permission. Right to exercise powers; ... Oft

power. The power delegated by a principal &, I

delegation of power by one person to another.

i tgent. The lawful

Qf agent to affect ©
with prmczpal s

; _=£l has been ﬁeﬁned as
- r to act, Whe“the rigiital or
delegated The word is frequently usgd / exp s derivative P W ,a’nd in

g instructions, permission, “power
ult of the mamfé t tt@ns by the

carrying out a State duty or fun
been given. In Words and Plrase
word “authority” at pp. 603; 6086, 612 and 613.
throughout the restatémert;, is the power of,
relations of anothity
manifestations of coiten o him; an agenc’
governmental unifg ted by statut;e

legal rela,: f" _‘_r1nc1pal by a s doné in accordance with principal’s
manifestitions GE.comsent to him.

f:bllows that the phrase “any industry
' ;;;the Central Government” irnplies an

I
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guaranteed in Part III of the Constitution the question whetki‘er
company or undertaking is “State” within the meanmg of
germane. It is important to notice that in these cases th

within the meaning of Article 12. The word “State®
which is quoted in the footnote.

32. In Sukhdev Singh v. Bhagatram. Sqrdegr Singh Raghuvanshi’ this
Court, 1n the context whether service reg
he Statutory
sta;;utes fell

hespieaning of
onsideration

the following factors, (a) they wef ;
dissolved by the Central Government;
control of the Central Govem‘i‘."‘

performmg public or
or pmvate profit; and

) nam Shetty v.
f is Court laldr{ﬁ‘ﬁjw

-at"iye laws as the!

&

law l;i:iey wo&id be distig

13 “12. In this part, unless the co ":xt otherwise requires, ‘the State’ includes the Government and
E,arhament of India and the Govemment and the legislature of each of the States and all local or
Gﬂler authorities within the territory of India or under the control of the Govemment of India.”

7 Qi975) 1 SCC 421 : 1975 SCC (L&S) 101 : (1975) 3 SCR 619

14 Ramana Dayaram Shetty v. International Airport Authority of India, (1979) 3 SCC 489 : (1979)
3 SCR 1014
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34 Managing Dzrector UP Warehouszng Corpn. v. Vijay Narayalgz

1 ‘of‘fﬁ;lhe State and the
Sooi ty was a mere

Central Government was deep and pervasive and ¢
prOJect10n of the State and the Central Governmeaf’n@

such an authority-State within the meaning of‘
36. The principle laid down in the;af

fundamental rights, for in that c;v&*m the Government:you _1-i,be enabled to
overr1de the fundamental rights b ad )pting the stra ety of Carrying out its €
( ofi¥a eorporation while
retammg control over it. Th}a feteat nge nSsi s‘;tently followed and
f wrt Corpn v. D.T.C.

Corpn. of India Lut?e, Gantr W ransport Corpn. Ltd. v. Brojo
Nath Ganguly?,2€.V. ¥ . 4 ial9, Lucknow Development

1980 SCC (L&:S) 453 (198() 2 SCR 773
8 Ajay H‘ﬁ ia v. Khﬂlld Mu]lb Seh'hmzardl, !

218 (1984? 5 SCC 141 : 1984 SCC (L&S214
19 (1981} 3 SCC 316 : 1984 SCC (L&S) 497

Centrﬁl Inland Water Transport Corpn. Ltd. v. Brojo Nath Ganguly, (1986) 3 SCC 156 : 1986 K
¢ &S) 429 : (1986) 1 ATC 103

. Raman v. Bank of India. (1988) 3 SCC 105 : 1988 SCC (L&S) 687
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and referrmg to each case separately.
37 We wish o clear the air that the pr1nc1ple Whlle d1schzt.

same limitations in the field of public law — constituties
law — as the Government itself, does not lead to the ﬁe’ ence« that they
become agents of the Centre/State Government for all purpcses_aﬁo as to bind
such Government for all their acts, liabilities and obligation&iinder various
Central and/or State Acts or under private law.

38. From the above discussion, it follows®ighat thie fact of being an
1nstrumentahty of a Central/State Government 0 -Ebemg “State” within the
meaning of Article 12 of the Constitution cgh i_)t bp@determinative of the
question as to whether an industry carried;on pany/corporation or an
instrumentality of the Government is by ogunglér (} he authority afithe Central

Vi

a2

to any industrial dispute cop€gni
approprlate Government is #h ;

aking: unétler the authonty of the
Ay, ysgtnal dispute concerning
‘Wﬁ be the Central Government.

that 1ndustry, th@ apgrom'ate Governmem"
This is so not bec

fAG;t%\ takes in its f@ld pugeiy private undertakmgs which cannot
be bre ught v%%\thm the mean_mg f ticle 12 of the Constitution. In such a

"sputes Act? In our view, the test which is
¢ industry carried on by the establishment in
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-----

cannot be one test for one part of the definition of * estabhshment and p
another test for another part. Thus, it is clear that the criterion is whether

undertaking is an instrumentality or agency of the Government for p*v
of Article 12 of the Constitution, be it of the Central Government o
Government.

amount to having the authority of the Central Governmegt to carry on that
particular industry. Therefore, it will be incorrect to $% ‘thatii {n relation to any ¢
estabhshment of a Central Government com ﬁn /u’;pdertakmg, the

ﬁ;(;wﬂl
JB Act
s nfeal @oh'éﬁment
company/an undertaking under the auth' tity of the Cerifral#Go
Such an authority may be conferred, elther%y a statulg
relationship of principal and agﬁm or delegation of, po eI Where the
authority, to carry on any igdu V. for or on f of the Central e
Government, is conferred on (thi "0 ernment compa Jylaﬂfy undertaking by
the statute under which it i 3 on arises. Bug, if it is
not so, the question thgt ,ferment of authority
on the government ¢ mpa
carry on the industr
ascertained on the fac

40. We shall rgf‘

tdre of Bihar* the said expression
ﬁmderauon Heavy Engmeemng
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own behalf, even though it was controlled wholly
b government department would be 0rd1nar11y presumed n

Court summed up the submission in para -
“The undertaking, therefore,is Y __f*earned .on dﬁrectly by the

d 5 department‘ th§ case of
T, gﬁ:onceded

is, is the undertaking carrled on under the
Government?”’
€ It is evident that the concess
industry carr1ed on by the C

entral Government company
at and that the appropriate

¢ is evident that the Court correctly
N tﬁ S e Government or the Central

appellant and its employe -,_s The Governor of West Bengal referred the
dispute to the Industrial Tribunal under Section 10 of the ID Act. The

Heavy Engg. Mazdoor Union v. State of Bihar, (1969) 1 SCC 765
(1975) 4 SCC 679 : 1975 SCC (L&S) 377
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therein that from time to time certain statutory corporauons w
the definition but no public company of which the shares wer
owned by the Government, was roped in the definig

43. The aforementioned phrase “an industry carr
authority of the Central Government” again fell fgife
Judge Bench of this Court in Rashtrzya Mill Mazdo '

e ,éyment of Benus Act
t” hatl apply to ‘mplg)yees

Government or a local authority. Uﬁd
(Development and Regulation) Act, 195

( gby the Central
fiof (hé respondent it

by the Controller
é(Development and

authority of the de
contention it was hel

Supp SCC 443 : 1985 SCC (L&S) 154
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al“ig?

the contract labour for handling of foodgrams Complammg that t‘:heu; ASCT;

abol’ig:,h‘ ct

' ""t‘fle claim

to region. However, it pleaded that the State Government andi

Government was the appropnate Government unde e CLRA Act. In view
pprfi} riate Government”
an&date it was pointed

under the CLRA Act, which was in force on the rél
out that FCI was not included in the definition.
the Industrial Disputes Act. Following th@ Ju
Engg. case* and referrmg to the d601s1é1,1 15
Mazdoor Sangh case® the Court tookthe Vi?ew- {'the same pgmhple would
ton “appropriate Gov metit” in the
G vernment  wa sihe; P%blroprlate
fficés and warghousigs Which were
iegality either in éfhe @prﬁaach or in the

conclusion arnved at by the Court in thes‘é cases. :

engaged contract labour for §
buildings owned and
consulted the Cenl;;al

ag. the appropnate G@Vé}nment under the CLRA Act The
respdﬁdent U‘__\lon filed wg i

24 Food Corpn. of India Workers’ &
@L&S) 456

4 I:feavy Engg. Mazdoor Union v. State of Bihar, (1969) 1 SCC 765

,Rashmya Mill Mazdoor Sangh v. Model Mills, 1984 Supp SCC 443 : 1985 SCC (L&S) 154

Air India Statutory Corpn. v. United Labour Union, (1997) 9 SCC 377 : 1997 SCC (L&S) 1344

ion v. Food Corpn. of India, (1985) 2 SCC 294 : 1985 SCC
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Single Judge of the High Court allowed the writ petition on 16-11-198% a:'i
directed that all the contract labour should be regularised as employee_:_g:; £

Smgle Judge and d1sm1ssed the appeal On further appeal to th1s “Coul
held that the word “control” was required to be interpreted m the '
commercial scenario broadly in keeping with the constitufionak:
perspectives; the interpretation must be based on some ratioi
principles and that the public law interpretation is the "
interpretation in that behalf relegating common law princip
private law ﬁeld In that view of the matter, it conqlud that the’ two-Judge

“appropriate Government” on the common law prinéi
longer bear any relevance when tested on the anvil:

¢ d@ﬂf conmderal;aoﬁ except
g. case” Whlei'h WS based on o
¢, _férmse

Hindustan Aeronautics Lid.5 there was ng in
repetition and approval of the ratio of He
concession; in Food Corpn. of Ind1q24 t

Central Government
rminent carrying on an
#l Government is the
CLRA Act, is that the
ezauthority of the Central f
aitﬁlg is an 1nstrumentahty or

industry must be ca
Government and n

5 Hmdustan Aeronautlcs Lid. v. Workiﬁen, (1975) 4 SCC 679 : 1975 SCC (LL&S) 377
. 6 Rashihya Mill Mazdoor Sangh v. Model Mills, 1984 Supp SCC 443 : 1985 SCC (L&S) 154
; 4 Food;fCorpn of India Workers’ Union v. Food Corpn. of India, (1985) 2 SCC 294 : 1985 SCC K

it India Statutory Corpn. v. United Labour Union, (1997) 9 SCC 377 : 1997 SCC (L&S) 1344
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expression “appropriate Government” in Air India case’. Point (r) is
a answered accordmgly

and Abolition) Act, 1970, dated 9-12-1976, The main contenuon
validity of the notification is that an omnibus notification like thg

b CLRA Act and is illustrative of non-application of mind.
48. It would be profitable to refer to Section 10 of th@ A

“10.  Prohibition  of  employment  of conty
Notwithstanding anything contained in this Act, appropriate
Government may, after consultation with the Central Boar. r, as the case
may be, a State Board, proh1b1t by notification =_the Official Gazette,

c employment of contract labour in any proces§ gperaiion or other work in
any establishment. :

(2) Before issuing any notification undegssubssestion (1) in relation to
an estabhshment the appropriate G(avemme si’iall have regard to the

lgbour.—(1)

d
e
(d) whether i
wholetlme works
f . .
@57t evident that sub-section (1)
overrides the other provisions of
prc;}pnate Government to prohibit by
8 _ : y ter consultation with the Central
Adv1s€)ry lS dvisory Boalgd as the case may be, employment of
g contm_pt laboﬁr in any p Deess, o’pera;tion or other work in any establishment.

} er sub-section (1) in respect of an
establi§ '*_m_em the appropriaje’ Government is enjoined to have regard to: (i)
he conditions of work; (7} ithe benefits provided for the contract labour; and
(#ii) other relevant factors tike those specified in clauses (a) to (d) of sub-
section (2). Under clause (a) the appropriate Government has to ascertain

whether the process, operation or other work proposed to be prohibited is

- Air India Statutory Corpn. v. United Labour Union, (1997) 9 SCC 377 : 1997 SCC (L&S) 1344
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incidental to, or necessary for the industry, trade, business, manufacture G
occupatlon that is carried on in the estabhshment clause (b) requires [he :

other relevant factors of the nature enumerated in sub-Sé
Section 10 before i 1ssu1ng nouﬁcauon under Seeuon 10(1) of the

CLRA Actis as follows: c
“2. (1)(e) ‘establishment’ means—
(i) any office or department of thef_;\GO
or ;
occupation is carried on;”
51. The definition is in two parts the d
! n be’ plurahty of
establishments in regard to the #5060 i horr{y and also in
regard to any place where ang iftdus i e
occupation is carried on. 1
* in Section 10, the
nder sub-section (1)
equlred to: ( onstil{ the Cen(ral Board/State
Board; (ii) consider “t dfhons of worksand benefits provrded for the f
contract labour; and( ; £
epart e : : br local author1ty or any place
Vs )trade businessg; manufﬁcture or occupation is carried on.
i 10 of the Act, we shall examine
these essentials g

1mpﬂgned noti wdssued by the Central Government on
9-12-1976, Faxls as under:

o “8.0. No. 779(E).— In exercise of the power conferred by sub-
Secgaon (1) of Section 10 of the Contract Labour (Regulation and
Abqhtron) Act, 1970 (37 of 1970) the Central Government after
corrsultatron with the Central Advisory Contract Labour Board, hereby 4

pEohibits employment of contract labour on and from the 1-3-1977, for
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'--‘\..:'

occupied by the establishments in respect of which the ap@r
Government under the said Act is the Central Government: ~

specialised experience.”
A glance through the said notification makes it manifes
1-3-1977, it prohibits employment of contract labour {
dusting and watching of buildings owned or occupied

of the factors mentioned above has to be in
whether individually or collectively, in resp
sub section (1) of Section 10 is propéSed

cation dogé“' not reveal

107 "This is €x faéie captrary (o
oxhiffits non-

compliance with sub-section (2) of §
the postulates of Section 10 of th : :
application of mind by the Centra ov@mrﬁé?nt We are_, ;he ;@i‘fo”féi"’
sustain the said impugned notification:
Government.

54. Point (iii) remains to,

the employmen
establishment w¥
mandamus coul
employer and

exist; prior 0 the Act no
creating relationship of
emgloyee between:th ﬁéipal employer and the contract
dic‘i ‘not alter thaﬁ t

et&yﬁen them, as such the orkforce of the contractor cannot be
be the; em’ployee& of the"m: staliﬂishment It was argued that under the

Y 3 C
Rnnmpai @mployer and t ontract labour be created by the court. He has
4lso pointed out that in ev government company/establishment which is
an nstrumentality of the®State there are service rules governing the
appmntment of staff prov1d1ng among other things for equality of
op];)é)rtunity to all aspirants for posts in such establishments, calling for
ardidates from the employment exchange and the reservation in favour of
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Scheduled Castes/Scheduled Tribes/Other Backward Classes, so a direction
by the court to absorb the contract labour en bloc could be complied with 2
only in breach of the statutory service rules. He has further contended that
coneedmg that the CLRA Act is a beneficial legislation, the beneﬁts Wh

supply of wholesome dnnkmg water at convenient places su
of latrines and urinals accessible to the contract labour in the @

principal employer under the CLRA Act arise only tiéhe é‘“}ﬁfs;ient of failure of ¢
the contractor to fulfil his statutory obligations and i
bound t0 reimburse the principal employe W
undertakes to produce a given result @;s (
establishment/undertaking by engaging contf@c
master and servant exists between the comitractér a

not between the principal employer angl d
Central Government/State Governmeg«télo 1
contractor who recruits contract labé
obviously the recruitment will not be in 1LOrY service
-g@‘vernmental
e
i ty, the contractor who
£ ¢ creating a status of f
government Servag by Rse cting and g
estabhshment/und?ert :
g

E
y;swns df'tﬁe CLRA Act d hot make the contractor an agent for creatmg
& lationship of master and ser¢ant between the principal employer and the
contracg: labour in the situations pointed out above. In all such cases
absorbmg the contract labour would amount to opening a new channel of
1tment and it could not have been the intention of Parliament in enacting h
th @1LRA Act to provide for appointment to the posts in various
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pnncrpal employer (respondents in Delhi Multi Storey h
Employees Urnion v. Union of India, TC No. 7 of 2000) urged J

abolition of contract labour system and giving approprla’f:e drrec
employer (o employ contract labour on such terms art'd co}av‘dru

Report or in 1969 in the report of Mr Justice P.B. Gajendrag __':kar who was
himself a party to the judgment in Standard Vac”"ﬁw eﬁnmg Co. of India
Litd. v. Workmen?25 no recommendatron was mad

Reasons of the CLRA Act also does not speal%mg.__ matrc absorption of
contract labour which would show that Parliame#it deﬁrberately d1d not make

agn\ “‘consequence
: men#t intended that
it ﬁmpossrble for the
| a €ontractor and the
benefit of automatic absorp” ;
contract labour workrng i

‘of automatiics, ah rptlon so giving a direction to
make absorpuac;x of ‘the” contract laﬁo s a consequence of issuance of
3 engagement of contract labour in
varrou‘g-;pmcesnes would be conpra‘ry to.the Act. Had it been the intention of

Parha:f’hent @_ eatabhsh relatr@nshr ol master and servant between the

Secu@n 10 ofl"’\'he CLRAA¢ ou #have been differently worded and a new
suld=have been enacted. If the court were (o
contract labour that automatic absorption should
follow a notrfrcatron prohibiting employment of contract labour, the court
wowld be adding a sub-se¢tion to Section 10 prescribing for automatic

AIR 1960 SC 948 : (1960) 3 SCR 466
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which would be impermissible.

59. Mr Shanti Bhushan argued that a contractor employing contfaeaé
labour for any work of an estabhshment would, in law, create relatlonsfh %

; oyed and against
v, a relationship of

“sale for
hen the

principal employer and argued tI:f
place either of or under the

further argued that Wh,ere l}he Wéx;k isofa pereﬁ uie, sub-section (2) of
Section 10 of the i t‘act labour should be
abolished so it wou%f;l_:
employing contract g
Rules 21(2), 25(2)@ ay: 3, 74, For;j"“'
d fV relaung t A

27 AIR 1955 SC 404 : (1955) 1 SCR 1427
28 AIR 1964 SC 355 : (1964) 2 SCR 838
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contractor (middleman) and marture the relationship which h':
existed between the workman and the principal employer into
direct relationship and that the effect of the notification cﬁ&ul
exungmsh the nghts of the persons for whose benefit the notl'

Court in Air India case2 and it is pointed out that Justic
was a party to Gujarat Electricity Board, Thermal Powex
Mazdoor Sabha case®' has given very weighty reason$if
absorption in his concurring judgment. Insofar, as the. reservation quota in
favour of Scheduled Castes, Scheduled Tribe§:gnd Backward Classes is
concerned, he submitted that there would be maity si f@?}ltions in which the
rule of reservation could not be complied withsewg. when a private company
had made appointments without following the'rulg of“ feservation and if such
a company were to be taken over by the’ )
absorpuon could not be denied on th

54 pducmg a crkf;p
0 B%‘ the rule, no

ounsel appearing for the
’N__s Nos. 719-20 of 2001)
submitted that id : in different departments of
the Company p&p ‘Company to the contract labour
and, therefor

engagement of contract labour the
an worse than that held by them before
f of the provisions of the Act on the
case3? to support the plea that the Act

r India Statutory Corpn. v. United Labour Union, (1997) 9 SCC 377 : 1997 SCC (L&S) 1344
995) 5 SCC 27 : 1995 SCC (LL&S) 1166
(1584) 3 CoRep 7a: 76 ER 637
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submitted, the Company itself understood that the prov1s1ons of the Act
required automatic absorpt1on and absorbed 1550 workers, leaving only 4

Western India Automobzle Assn. v. Industrial Tribunal, B‘ég'
Bank Lid. v. Employees**, Rai Bahadur Diwan Badri Dassiv.
Tribunal, Punjab®> and Uptron Indza Ltd v. Shammi Bhan%_ Prr@r to the

abolition of contract labour and their departmentahzgﬂtron in Standard
Vacuum case®> and Hussainbhai®*©. She has arguédithat’ the Statement of ¢
Objects and Reasons does not say that the CLRA Act ) 1ntémded to alter the

consrderatron of all the facts and 01rcum ; d
be that the contractor is displaced and ¢ _; lghshed
“case? it
necessary implication, would result in the prmcrpal empl
contract labour; the linkage betweeza_«.. the contractor and” he ,lsnployee would
p: . e
proceedmgs st1pu1a5ed 'rl
procedure making ‘the ¥
; f
g

36 (1998) g;SCC 5 1998 SCC (L
25 AIR 196(()(@ 1 (1960) 3 SCR
30 @.‘T978) 4 SCC 257 :1978 SCC (L&Z 506

37 (2001) 4 SCC 498 : 2001 SCC (L&Sc)”752 JT (2001) 2 SC 376

2 Air Iii&ha Statutory Corpn. v. United Tabour Union, (1997)9 SCC 377 : 1997 SCC (1.&S) 1344

28 (1971) 2 SCC 724 h
) 19 _2) 1 SCC 695 : 1992 SCC (L&S) 349

§ ﬁﬁS) 5 SCC 27 : 1995 SCC (L&S) 1166
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VST Industries Ltd. v. Workers Union®, G.B. Pa
& Technology v. State of U.pPA, Umon of Iny

ki

ot fapomted, by tiéie th(;:n British
Government, the Rege Commiilttee, the; ud Planning Comnj Hissi
Second National Commission ofid ab
to emphasise that the practice of*

exploiting the labour and that each of i

3 [ S ystefn in the process,
ablishment ifﬁ _ fn_clm it was employed in

labour; (2) whera 1
employed; and (gg‘ el
labour without getti

ch a contractor who is not
ve principles contained in

d p ITHC
the purpese f, abotition of He™cor
explojlation-y t;he contract labtaur atid "to bring it on a par with the regular
i _1 at on abolition of the contract labour

2 Air India Statutory Corpn. v. d Labour Union, (1997) 9 SCC 377 : 1997 SCC (LL&S) 1344
40 £2001) 1 SCC 298 : 2001 SCC (F.&S) 227
41 @000) 7 SCC 109 : 2000 SCC (L.&S) 884
001) 1 SCC 720 : 2001 SCC (L.&S) 302
(1999) 6 SCC 439 : 1999 SCC (.&S) 1138
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issuance of prohibition notification, the contract labour working -:ien
establishment at that time should stand absorbed automatically.

A. whether the concept of automatic absorp ¢
the estabhshment of the principal employer on i
notification, is implied in Section 10 of the C R
B. whether on a contractor engagmg; C
with the work entrusted to him by a prin ! f.l‘aﬂonshlp
of master and servant between hi o) and the d

contract labour, emerges.

66. For a proper examination of' *thes ;
which provides for prohibition of employ_‘
(b), (c) (e), (g) and (i) of Section 2(1) of "t
terms “contract labour”, “contractgr’, “establishment nﬂmpal employer”
and “workman” respectively will b apposite. To interpret ¢ “these and other e

ct, (o whichf,reif@ré'nge will be made

relevant provisions of the CL
presently, we may, with adVI : fer 0 Craie on Statiite Law** quoting
} 12 F*roperty Co., Re* in

was when Lord C
stood when the:sta tcf*‘be construe,

pO ted Heydon.s Case
pasgsed, what the mischief was
1 the remedy provided by the

I med Master of the:Rolls observed in 1898 holds good
An the I@ht (ﬁf the rule in Heydon’s case?.

2 Air Iﬁz}ha Statutory Corpn. v. United Labour Union, (1997) 9 SCC 377 : 1997 SCC (L.&S) 1344
4 6thE;;fn by $.G.G. Edgar p. 96
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in the Act. In our view, the following consequences foll(_)w
notification under Section 10(1) of the CLRA Act: '

b (1) contract labour working in the establishme
time of issue of notification will cease to function;

any process, operation or other work in thé

© notification relates at any time thereafter;
d i
other estabhshment in respect ofawhi
encfits under the
e
f
ed to be employed as ‘contract
gonnection wu,h ‘i‘:he wotk of an establishment when he is
rmc%pal 'employer
Em)n gact labour 1s a spec1es of workman A
g ‘

k;nowledge’of the principat'employer. A workman may be hired: (/) in an
establishment by the princ };1;11 emplover or by his agent with or without the
knowledge of the principal émployer; or (2) in connection with the work of
an establishment by the principal employer through a contractor or by a
tractor with or without the knowledge of the principal employer. Where a
rkman is hired in or in connection with the work of an establishment by
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there will be master-and-servant relationship between the principal employer
and the workman. But where a workman is hired in or in connection with thg

for any work of the establishment, a question might arise whethg
contractor is a mere camouflage as in Hussainbhai case? and i
Petrochemicals Corpn case®® etc.;

72. Clause (¢) of Sectlon 2(1) defines “contractor” as un

“(2). (1)(o) ‘contractor’, in relation to an establishment, 'inga
who undertakes to produce a given result for the establishmenf
mere supply of goods or articles of manufacture [fe2e)

establishment and includes a sub-contractor;” :
73. It may be noticed that the term * contraetox;z’ i

% establishment:any:
of the establis '

lause (ii7) of this clause, the
shall have the meanings

Q

'here a person has been nam@d as the manager of the factory under the
actorieés Act, 1948, the person so named is treated as the principal employer.

43"(1999) 6 SCC 439 ; 1999 SCC (L&S) 1138
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of the mine, the person so named?. And the fourth part embra&es_
person responsible for the supervision and control of any esh blish
within the fold of principal employer.
76. The term “workman” as defined in clause (7) of Section;Z
CLRA Actis as follows: :
“2. (D@ ‘workman’ means any person employegL

include any such person—

(A) who is employed mainly in a manag\nerlal or administrative
capacity; or

(B) who, being employed in a supervidory o%pamty draws wages

exceeding ﬁve hundred rupees per mensem oF.gxerci i

nature of the dutles attached to the offi ¢ ' r By reason of the powers

(&) who is an outworker 1tha
articles and materials are gnf‘XY
employer to be made up,

: ,y
Or on behalf af the“prmmpal
washed, alt@ : o_mamented

purposes of the trade or buh:t e'
process is to be carried out eitt :
some other premises, not bemg premises
management of the pnnr;%pal employer.”

the meanmg of the term as am peﬁson empIOyeET br ﬁ:i connection with the
work of any estabhshm s ='lle€1 Seffu skilled or unskilled,

kd

ot being the premises under the control
employer.

LLIETS

46 T’he explanation appended to this clause clarifies that the expressions “mine”, “owner” and
s agent” shall have the meanings respectively assigned to them in clause (j), clause (§) and
" clause (c) of sub-section (1) of Section 2 of the Mines Act, 1952.
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78. Now we shall consider Issue A: :
“Whether the concept of automatic absorption of contract labout, in

the establishment of the principal employer on issuance of abqht
notification, is implied in Section 10 of the CLRA Act.”

79. It would be useful o notice the historical perspective of the ¢
labour _system leadmg to the enactment of the CLRA Act for

Royal Commission (also known as “the Whitley Commission™)
report mentioning about the existence of an intermediary named ]

Nothing substantial turned on that. In 1946, the Re ¢
in India contractors would either supply labour or.ta
work as they could handle. The Committee pomt
“whatever may be the grounds advance
that the disadvantages of the system
than the advantages”' d
Second Planning Commission (of which'“ ;
Jawahar Lal Nehru was the Chai n) observed that it
e
f

contract system where the studies
g-.” taken to ensure that the displaced

bour the conditions and protection enjoyed
the principal employer; and
() set up a scheme of dégasualisation, wherever feasible.”
80. It is no doubt true that one of the suggestions referred to above, does
cak ef “care being taken to ensure that the displaced labour is provided p
witlisditernative employment”, but a careful reading of the recommendations
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working.
81 In 1969 the National Commission on Labour submltte{

recommended that it should be abolished. The Commflgsm Also
that under the various enactments the definition of “wor was galarged to
include contract labour and thus benefits of working cond1€if@n3uﬁnd hours of
work admissible to labour directly employed were made “wailable o the

contract labour as well. ;
¢ 82. Indeed, the National Commission which s c aired by Justice P.B.
Gajendragadkar who was a party to the judgment'@f this Court in Standard
Vacuum case?> possibly inspired by that Juﬁgm enumerated factors

indicated therein which would justify d‘i:spe« sighe swith the contract labour

“29 11. Jud1c1a1 awards
employment of contract labou

v 9y i

system of ‘middlemen’.

83. While recommendin
emphasised that such facijliti

] ich other regul{_ Workers enjoyed, should
rbour if far somic anavmdable reasons the
1 #its report the National
troduction of the Contract

7 (for short “the Bill”) in
“eitent the said recommendations.
worth noticing that in spite of

¢ Labour (Regulau :i- “Abolition)
Parhament Whm;h r%cor@orated o a

“ hesaid Bill. Neither in the main report nor in
fhe dissent note, do we find a reference to the automatic absorption of the
contract labour. This may ‘perhaps be for the reason that on abolition of
conffact labour system in an establishment, the contract labour nonetheless
gins as the workforce of the contractors who get contracts in various

AIR 1960 SC 948 : (1960) 3 SCR 466
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establishments where the contract labour could be engaged and where they
would be extended the same statutory benefits as they were enjoying before.
We noticed that it was clear to the Joint Committee that by abolitiond;
contract labour, the principal employer would be compelled to eipléy,
permanent workers for all types of work which would result in 1ncurrq»1 k
cost by it, which implied creation of employment opportunities on

basis for the contract labour. This could as well be yet another reas
prov1d1ng automatlc absorption. ;

86. We have already referred to the Statement of Object
the Act elsewhere in this judgment which also does not allude 't

prohibition of employment of the contract labour.

87. Now turning to the provisions of the Act, th ‘
regulate conditions of workers in contract labour Syst ]
its abolition by the appropriate Government as prévide
CLRA Act. In regard to the regulatory me\asu :

1 registered und_@iﬁ “the Act.
‘8btain ligence’
provisions of the Act. Section 9 of (i ‘
prmc1pa1 employer of an estabhshrr’lent
&

gx)n the appropriate
: : ;:bwde canteen for the
use of the contractilabpur:éThe” ifs al$g under an obligation (o
provide restrooms as of the Act. Section 18
imposes a duty on ¢v i

- l?g_f;res the contractor to provide and
wfﬁ’l prescrlbed contents at every place

'as contract labour and su h wages have to be paid before the expiry of
such pegiod as may be prescrlbed The principal employer is enjoined to have
is représentative present at the time of payment of wages. In the event of the
' r failing to provide amenities mentioned above, Section 20 imposes
igation on the principal employer to provide such amenities and to
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bespeak treatment of contract labour as employees of
of the principal employer.

of Var10us reports of the Commissions and the Commgtees an the Statement
at P’“tt{hament intended to
abli sh{ment covered by the

is intended to work as a permanent solu{,to
provide a one-time measure by deparginen '8§1121
who may, by a fortuitous cucumstane_.
short time as on the date of the @rohl

a number of years were changed just before the 1s§ua e o
notification. In such a case there could be no _]Ll trfication to prefer the

‘ ﬁ_e contract labour

pi

casesgdecided; be:fore the enactihent c;;;f the CLRA Act. In Standard Vacuum
= the &g;pellant C pan ngaged a contractor for cleaning and

AIR 1960 SC 948 : (1960) 3 SCR 466
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Tribunal found against the appellant on the quesuon of competence of the P
reference and passed award directing that the contract labour system shoi%l

called for However, it was observed that the date from which t&a@ direction
1d not be put into

system to be continued for the rest of the penod*
reading of the above judgment shows that thougfl <
contract labour was approved, no automatic a%so‘--' £ acl
working as on the date of abolition in thp stath ishment was ord ’:ﬁea"b this
Court. It is interesting to notice that the ¢onigkitions pointed otit by his Gourt, o
namely, €)) the work was 1n01dental

L ;a?'

(ui)wwas sufﬁc'en o employ a

E:

né p 'é has been laid down
“the direction prohibiting
employment of contra
was (o take effect,
rest of the penodae
the CLRA‘ the

5 X, g"c tractor to continue for the
c ntract Thus 1{?*1 ir that before the enactment of
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union of the workmen submitted that the work was continuous an
in nature and that in similar companies the practice was to havﬂ

which the contract labour was engaged was closely contt ~t¢,§ﬂw1t_!;1 the main
1ndustry camed on by the appellant and that the work was _i:so qf'a perennial
i a date after

ppellant industry was to
' Government

0«,bd1ng the constitutional
euiétder th1s Court summed

validity of the CLRA A
up the object of ghe Act
follows: (SCC p 060

progfegslve abohtlon &' the extent contemplated by Section 10 of the
Act. Section 10 of the #ct deals with abolition while the rest of the Act
--,deals mainly with regulahon The dominant idea of Section 10 of the Act
is to find out whether contract labour is necessary for the industry, trade,

(1974) 1 SCC 596 : 1974 SCC (L.&S) 252
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business, manufacture or occupation which is carried on in the
establishment.”
95. There is nothing in that judgment to conclude that on abolition of* ﬁh@
contract labour system under Section 10(1), automatic absorption of co“i’ltr& :
labour in the establishment of the principal employer in which théy Were ;
working at that time, would follow.
96. In Dena Nath case’® a two-Judge Bench of this Court consi ds
question, whether as a consequence of non-compliance with S?ecumips 7 4hd
12 of the CLRA Act by the principal employer and the 11cen$e respé Civgly, b

three-Judge Bench of this Court in Standard Vacuum case=>
pointed out that the guidelines enumerated in sub-section (2) of

said case, it was held that the only consequence the'penal provisions ©
under Sections 23 and 25 as envisaged under the CLRA Acqand that merely
because the contractor or the employer had violatgd
or the Rules, the High Court in proceedings
Constltutlon could not issue any mandamus For ] L2
P ”ﬁal mployer Th1s Court thus J
Cenl:ral Government or by any approﬁ
abolition of the contract labour, the labou
the principal employer. g
97. In the case of R.K. Pandg; '* 5 jat -:’contract labour
thority, of India through €
' “ﬂs % between 10 and
'though the respondents
gf the agreement the
¢ éantract labour engaged by
ears the contract labour
rim order of this Court. It '
nion of India®®, Mathura
n. Ltd., Mathura Refinery
u\éstlon — whether the contract
g

30 (1992) 1 SCC 695 : 1992 SCC (L& Sy;349
25 AIR 1960 SC 948 : (1960) 3 SCR 466
U8 (1994F5 SCC 304 : 1994 SCC (L&S) 1078 h
#9:,(1985) 1 SCC 630 : 1985 SCC (L&S) 371

1)2 SCC 176 : 1991 SCC (L&S) 533
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were of the Northern Railway.
100. In Mathura Refinery M‘@gdo

{.the appellant but
at the responfl"ex;ts should give preference
yment py walv g, e requirement of age

, hgwever, clarified by the
1;1{1 not be taken to mean

Against those dﬂﬁéc fans, “hi i ‘the appeal holding that the
suggestions and dﬁﬁfﬁct ns gi ipanal in the impugned award,

52 WP No. 277 of 1988 [Ed Quotdd at 1995 Supp (3) SCC 152, 153 (para 1)]
50 (1991) 2 SCC 176 : 1991 SCC (L&S) 533
93 Supp (3) SCC 248 : 1993 SCC (L.&S) 1068 : (1993) 25 ATC 591
(1992) 1 SCC 695 : 1992 SCC (L.&S) 349
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102. In Gujarat Electricity Board case®! a two-Judge Bench of this Court
has held that if there is a genuine labour contract between the pr1n01pal
employer and the contractor, the authority to abolish the contract labour vé
in the appropnate Government and not in any court including 1nd&st _

can raise an 1ndustr131 dlspute for relief that they should be deer @d to be the
' ustnal hdjudlcator

c
d
ab tir of their
theafn out from
employment; and (3) in a proper ¢
requlred to direct the appropri A e

i 1te: prohibition of the
as a constitutional duty
“of absorption in the
udar, in his concurring
filment of the requisite f
nder Section 10(1), the

ith him vanishes the term

ntract lab@!%_f
the High C3 ﬁ}l ,

g e w1th it; out @ the _:._tr pamte contractual scenario, only
, e beneficiarie of tl%e abolition of the erstwhile contract
“one hand and the employer on the g
-mal employer but necessarily becomes a
tract labourers. The learned Judge also held
O there is 1mphc1t 1eg1slat1ve intent that on

labour sysStem i.
other, wh@ is n ;

it India Statutory Corpn. v. United Labour Union, (1997) 9 SCC 377 : 1997 SCC (L&S) 1344
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extend to reading in the provisions of the Act what the legigftétture has not
provided whether expressly or by necessary . ~1m ‘h@atron or substituting

consideration of factors enumerated in s*
Act among other relevant factors. B‘

in the Act and the
_;A Act is explicitly
provided in Sections 23 and % ) \SACE T is not for the High
Courts or this Court to rea “ mﬁdy in Sect10n 10 or

#4 ol i lioy
sequel, be it absonpuon of G@ntract labour, ggtablishment of principal
3, harSher punishgienti:S i

impermissible;
aspects, tha

31 {1995) 5 SCC 27 : 1995 SCC (L&S) 1166
40 (3001) 1 SCC 298 : 2001 SCC (L&S) 227
000) 7 SCC 109 : 2000 SCC (1.&S) 884
(2001) 1 SCC 720 : 2001 SCC (L&S) 302
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the contract labour workmg in the canteen were treated as workers of the p
pr1nc1pa1 employer. These cases stand on a dlfferent footing and it is 4

labour system being abolished under sub-section (1) of Section IQ
CLRA Act the contract labour working in the establishment of the p'

:cam uﬂage in which
y nt is)f the prmc1pa1

with the work entrusted to
of master and servant _b

éift establishmen he_n' ‘elat10nsh1p of master and
k wéir and the contract labour.

:n M am@htm S gari illscase®® the question that fell for
: heﬁ)__ :;fhe contract labour were covered by

X ishment. The contractors were 0 employ
‘¢ labour (workers) for carrymg out the work undertaken but they

3 SCC66: 1973 SCC (L&S)Y410
1951 SC 313
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the payment of wages to the contract labour engaged by the
which, along with other disputes, was referred to the Industnal C

said Act to mean
“any person employed to do any skilled or unskilled mantig] or:
for hire or reward in any industry, and includes — (a) a pel“sejal employed by
a contractor to do any work for him in executign..of a contract with an
employer within the meaning of sub-clause (e Yol (14)”.
It was on the basis of the definitions of the term§¢ theemployer” and “the
employee”, the contract labour engaged by the%o _, ~a_e;§:0rs were held o be
employees of the appellant. The decisign i tht, cise cannot be read as
holding that when a contractor engages ¢onteae abour in conpection with
the work of the principal employer, t!fle rekati ¥p of maste ;and servant is
created between the principal emp10y d e contract labou

Bench of this Court was: was the appellant an employ
construct10n of the agreememz;,,_«.,entered into bety

(nominees) of tlge “T €
Court laid down:¢AIR:.p.

gnder the"'Uttar Pradesh Ini ustnal Disputes Act, 1947. The appellant Sugar
Mills entrusted the work 6f removal of press-mud to a contractor who
engiiged the respondents therein (contract labour) in connection with that

IR 1955 SC 404 : (1955) 1 SCR 1427
AIR 1964 SC 355 : (1964) 2 SCR 838
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work. The services of the respondents were terminated by the contractor ang
they claimed that they should be reinstated in the service of the appellant
The Constitution Bench held: (AIR p. 357, para 7)

contractor could not get the benefit of the Act since a dlsﬁ‘ﬁ_ " between
them and the management would not be an 1ndus§ il d1spute between
ové:this difficulty in ¢
t 15 e definition of

manual work for reward and (b) tht
with Whom the appellant Compan

0nt1;act0r

-ourge of d

_ng the

[tk 1ndustry

It follows therefore from Sect1on 2(z V) ‘6f Section
2(7) of the Act that they are workmen of‘"the appell ”
appellant Company is their empl@yer
113. It is evident that the dg

language of statutory definition

fi¢ appellant Mills. The
“of the Bombay Industrial

g“liage employed in the definitions of
gections (13) and (14), respectively, of
ﬁn1t1on of “worker” contained in Section 2()
referred to Basti Sugar Mills case?8 held that

28 ATR 1964 SC 355 : (1964) 2 SCR 838
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workers in the canteen (the respondents) would be the employees i
appellant. This case falls in Class (7i7) mentioned above. :

denied employment On reference of that dispute by the; State
they succeeded in obtaining an award agalnst tgie getltl

between the petitioner and the respondent yet OR lifting the veil and looking
‘ th& naked truth, though
ha

Justice Krishna Iyer observed thus: (SCCe‘pp '5 &260 paras 5 & 7)

“Myriad devices, half-hidden i Vlﬂ __fter fold ofis]
depending on the degree of concegl
local conditions and the like ma

the mischief and achieve the purpé
maya of legal appearances.

¢ (Between the disowning
the employment is, in
’ther The management S

submission of Mr Shanti Bhushan
ign of the terms “contract labour”

t&who has brought about such relationship.

"ﬁmuons of these terms above and elucidated
* is defined in wide terms. It is a generic
term of wh1oh contract labour is a species. It is true that a combined reading
of the terms * ‘establishment*and “workman” shows that a workman engaged
establishment would have direct relationship with the principal

(1978) 4 SCC 257 : 1978 SCC (L&S) 506
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could be treated as direct workman of the principal employer have alred

been pointed out above. &
119. We are not persuaded to accede to the contention that a wérkr

the materlals supphed to him by such employer either (7) at' X
in some other premises not under the control and managé
principal employer. A person who is not an outworker but :

c
d
['i'rowswns
C'ERA Act, a
and the forms made thereunder. ; o c
121. The leftover conten(] g nt
f
4 i rafriéd the Rules on 1-7-1956
oh or before that date would be
entitled
service.
Vi g
that the appe:
wiikikd emplo
giot to accept those terms so th
such midtter. A three-Judge Bench of this Court, by majority, held that the
ribungl was justified in directing the appellant to provide the same uniform A

1963 SC 630 : (1963) 3 SCR 930
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of dogmas or the subconscious pressure of preconceﬂzed
1mportant that the temptat1on to lay down broad pﬁnmple

relation.

124. In the case of Uptron India
termmauon of the services of the workrrien :

drly ‘@ontractual and
legwlatlon prescnbed

;P o @f Gratulty Act, 1972 etc.
1 d (’i“_wn therein. The Judgment in

management.
125. Th

IR 1950 SC 188 : 1950 SCR 459
(1998) 6 SCC 538 : 1998 SCC (L.&S) 1601
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the Government of the State in which the establishment was
would be the appropriate Government;
(b) After the said date in View of the new deﬁnition;:

in clause (a) of Section 2 of the Industrial Disputes Act i
Government company/undertaking concerned or g
concerned is included therein eo nomine, or (if) any indu
(a) by or under the authority of the Central Governme

Government:
(1) after consulting with the
Advisory Board, as the case may

2) havmg regard to

(b) Inasmuch as the i
Government on 9-12-1976:d
Section 10, it is quashed bu“
thls judgment and sub ct (& the clar1f1

: em qgwmg effect to the said
: uq,gment shall be called in

ssary 1mphcat1on provides for
labé;ur on issuing a notification by the
._‘.;ﬁﬁectwn (1) of Section 10, prohibiting

ifequired “to order absorption of the contract labour working in the
establishment concerned.
s

“44) We overrule the Judgment of this Court in Air India case?
progpectively and declare that any direction issued by any industrial

ir'India Statutory Corpn. v. United Labour Union, (1997) 9 SCC 377 : 1997 SCC (LL&S) 1344
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adjudicator/any court including the High Court, for absorpuon %
a contract labour following the Judgment in Air India case2 shall hol‘ :

-----

of this judgment in cases where such a dlrectlon has been giw
and it has become final.

(5) On issuance of prohibition notification under Secuo
CLRA Act proh1b1t1ngr employment of contract labour‘“

b
r om;he ground
blishment or
c various beneficial legislations so as to depri
thereunder. If the contract is found to b cnuine but a mere
to the conditions as may be speci:f‘ {
d para 6 hereunder.

Bitioi Slification
¢ ‘establishment

employment of contract labour in any process, 0@6

any establishment and whi€r&in such process, 0 _,.V,ratftm or other work of

e the establishment the prigcigal employer, ini
workmen, he shall gj rence g the: er Whﬂe contract labour, if
otherwise found Suifs iy, B relmung the condition as to

thelr initial em@ oyﬁg. ,

s

relaxmg the c@ ditjonias to academic ual'f’* cations other than technical

126 We
Qf thi w.questlons afey@m

quest faes which canng co '%ﬁlently be made by ngh Courts 1n
exercise of \ﬁn éhctlon under

Th the result

CAg.Nos. 6009-10 of 2001 @ SLPs (C) Nos. 12657-58 of 1998
127 The order of the High Court at Calcutta, under challenge, insofar as
it relates to holding that the West Bengal Government is the appropriate
édvernment within the meaning of the CLRA Act, is confirmed but the
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direction that the contract labour shall be absorbed and treated on a par with
the regular employees of the appellants, is set aside. The appeals are
accordingly allowed in part. >
CA No. 6011 of 2001 @ SLP (C) No. 20926 of 1998

128. In the impugned order of the High Court of Judicatre, N

dismissed.
TC No. I of 2000

2000. The writ appeal is directed against the order
Judge dismissing WP No. 29865 of 1998 on 13% 1

the Labour Court to decide the question wheth:
the appropnate Government on the basis of th

\ __nndt get any re_he . wever we leave it open
, (o issue the ':,(;)tlfl(‘f dtion under Secuon 10(1)

3%, 326'0f 1997 and 18 of
g _adhya Pradesh, Benc i7at Jabalpur were transferred and
nurnbereigl as TC& Nos. 17 and 18 & 2@@0 The letters patent appeals were

“ctmg absorji #the members of the respondent Union.
¢ petitioners wi based on a notification issued by the Central
Covernment on 17-3-1993 prohlbltmg with effect from the date of

é{)ubhcaﬁon of the notification”the employment of contract labour in the

"mestoﬁe and dolomite mines in the country, in the works specified in the

i hedql;e to the notification. The points that arise in these cases are: (i) the g

Va‘ difv of the notification, and (i) the consequential orders that may be
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back to the High Court to be decided by the High Court in the hght
main judgment. Transferred cases are disposed of accordingly. '

CA No. 6012 of 2001 @ SLP (C) No. 9568 of 2000
132. This appeal arises from the order of the H1gh Court of Jj

0 pass any order and dismissed the LPA as this ‘-:‘-‘-'ourt 1%3 d
proceedings in the connected LPAs Nos. 326 of 1997<sandﬂ-;8 0
17-8-1998. Inasmuch as we have now transferred back 4

consider it appropriate to transfer this case also back to thé
heard and decided along with the said cases. The appea
disposed of. E

CAs Nos. 719-20 of 2001

directed, inter alia, absorptlon of contract
of work in which the contract labour Were'
the notification issued by the Ceﬁ'; 1980 under
Section 10(1) of the CLRA Act. The 4ppeilan igh against
the notification on the ground that th _Jesp@ndents are, of ted by the
notification. Be that as it may, t : ‘
notification on 14-10-1999 which appem:s to cover

The Division Bench maintained the directiong
modification in regard to ingériiy
overruled the Judgment of thi

g
¢ 01;[ the ground, ghat the type
ihited in view of

“gurt in Air Inagm‘ Sez which covered the
X _e “Set aside the order of
gly allowed.
TC No. 14 of 2000%
134. MAT No. &
High Court of Cal
dated 0-5-1997 j

] f 1997 pendmg befgge the Division Bench of the
swas filed against th r of a learned Single Judge
(@9) No 6545(W) 2 g‘@f@fholdmg that havmg regard (o

ees 0 thi‘-sz’raappellants In v1ew§bpf the main judgment, the order of the
ot be § Stasfmed It is accordingly set aside and the

135. In these appeals, Food Corporation of India is the appellant. Having
regard to the unamended deﬁnmon of the appropriate Government which
wasin force till 28-1-1986, the appropriate Government within the meaning
of the CLRA Act was the Government of the State in which the

Y Air India Statutory Corpn. v. United Labour Union, (1997) 9 SCC 377 : 1997 SCC (L&S) 1344
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establishment concerned of FCI was situated. With effect from 28-1-1986,
the amended definition of that expression under the CLRA Act came int
force. Consequently, the definition of that expression as given in
Industrial Disputes Act would apply for purposes of the CLRA Act alsék
is included within the definition of appropriate Government in subssecio
(1) of clause (a) of Section 2 of the Industrial Disputes Act. It folloWs |
for any establishment of FCI for the purposes of the CLRA '
appropriate Government will be the Central Government.

136. In these appeals, prohibition notification was 1ssuee1'0n
under Secuon 10(1) of the CLRA Act pr0h1b1t1ng employmen

transport, stormg and stocking. The respondents claimed aHspfptwn of
contract labour in the establishment concerned of the _ap@ellant A Division

Bench of the High Court of Bombay following the ji”'? S1ME {,1; of this Courtin ¢
Air India case? directed the appellant to absorb the ¢é ;
in the depots of the appellant in Jalgaon Srwﬁ;ifn

d
137. These appeals are by FCI frorﬁ“
the Karnataka H1gh Court in WASs No
i aside the judgment
) -}eavmg it open to the
€ main judgment
and 1742 of 1997 dated 17-
and workmen of FCI The
absorpuop of co raét labour in the: erstab:_", shment concerned of the appellants
w.e.f. 29%1 199 he grievittige of*thesappellants 1s that they should have
been abs@;; ed w@ th effect frg
1- 11 1990 uch as in th
iin Azr India case? which has's;mce been overruled, the appellants are not
nt1t1ed?' to any relief in thest appeals. Accordingly, these appeals are
i "

27ATF India Statutory Corpn. v. United Labour Union, (1997) 9 SCC 377 : 1997 SCC (I.&S) 1344
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TPs (C) Nos. 284-302 and 308-37 of 2000

139. In these transfer petitions, the petitioners prayed for (ran ste
various writ pet1t1ons/wr1t appeals pending in the High Court of
Pradesh rnent1oned in para (@ of the prayer on the ground that ﬁlr

transfer petitions. The Hrgh Court will now proceed to : ases in
accordance with the main judgment. ismissed
accordingly.
CA No. 6029 of 2001 @ SLP (C) No. 16346 of 2000

y the Central Government
of“ the workers employed as
¢ tbecame t Sappropriate

contract labour Inasmuch as the Central G@qv
; deﬁmuon of
A

Government, for an establishment o
the appropriate Government came i
28-1-1986 whereunder the defiﬂ;;uo
Industrial Disputes Act is adopted T 1
Government will be the appropriate G f
1986. It follows that the notifjcation issued on 9'.
the estabhshrnents of the a eﬁant However, as # he Ihgh Court directed

stithe order of the High Court of
d:1959 of 1999 dated 22-11-1999.

142, These appeals arefrom the order of the Division Bench of the High
Coyrt of Gujarat in LPA ®o. 118 of 2000 dated 19-4-2000 which was
d1reoted against the interim order passed by a learned Single Judge.
InaSmuch as the writ petitions are pending before the High Court, we are not
i¢lined to interfere with the orders impugned in the appeals. We leave it




® SCC Online Web Edition, © 2026 EBC Publishing Pvt. Ltd.

@@ Page 68 Friday, June 26, 2026
Printed For: Utkarsh Jaiswal, National University of Study & Research in Law
NLINE?® SCC Online Web Edition: https://www.scconline.com
rue Print““‘ TruePrint™ source: Supreme Court Cases, © 2026 Eastern Book Company. The text of this version of

this judgment is protected by the law declared by the Supreme Court in Eastern Book Company v. D.B.
Modak, (2008) 1 SCC 1 paras 61, 62 & 63.

68 SUPREME COURT CASES (2001) 7 SCC

open to the High Court to dispose of the writ petitions in terms of the main
judgment. The appeals are accordingly dismissed.
TP (C) No. 169 of 2000

the judgment in the connected cases, we are not inclined to order trévnsf‘f"
the case from the ngh Court. We leave it open to the High Cgilirt tardis

Transfer petition is dismissed accordingly.
CA No. 6023 of 2001 @ SLP (C) No. 19391 of 1999

c
: eﬁdence found that
them er "“the due
d
workmen in other coal washery were*i;eﬂgul@nse 4 N0
that the washery was given to the purchaSer was not ac@eﬁ
e
the order under challenge. The a
CA No. 141 onOOI
Yie f sthe High Court of
Judicature at Bombay as 999 dated 23-12-1999.
The employment o ¢ it
appellant was prohi f

TRA Act on 16-11-1999.
ndia case’? the High Court
£ abour. Inasmuch as we have
ndia case? the direction given by
¥e, however, leave it open to the

Government und
Following the Jq&gn‘l@nt b
; t@ absorb the«.“ 2911

respondent Union: to seek app opri f}l’ief in terms of the main judgment. ¢
The ordet;underithallenge, 1§ se am;de The appeal is accordingly allowed.




