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Contr act Labour (Regul ati on and Abol i ti on) Act .

1970--Constitutional validity of,--Scope and application
of--Validity of the Rules nmade under the Act.
Interpretation of statutes-ejusdem generis.

HEADNOTE:

The Contract Labour (Regulation and Abolition) Act, 1970,
requires contractors to take out licenses. The ‘Act/  also
i mposes certain duties and liabilities on the contractor, in
respect of the worknen enployed by the contractors. The
Contractor is defined as a person who undertakes to produce
a given result for the establishment through contract | abour
or who supplied contract Ilabour for any work of the
est abl i shrment and includes a sub-contractor. It was
contended that the application of the Act is inrespect of
pending work of construction anounts to unr easonabl e
restriction on the right of the contractors violating
article 19(1)(g) of +the Constitution. It was further
contented that the fees prescribed for regi stration

licences, or renewal of licences ampbunt to a tax and are,
therefore, beyond the rul e-maki ng powers of the Central and

State Government. It was further contended that t he
provi sions of the Act are unconstitutional and unreasonable
because of inpracticability of inplementation. Pr ovi si-ons

in regard to canteens, rest roons, latrines and urinals as
contenplated by sections 16 and 17 of the Act read with.
Central Rules 40 to 56 and rule 25(2) (vi) are incapable of
i mpl enentati on and enornmously expensive as to amunt to
unreasonable restrictions wthin the nmeaning of Article
19(1)(9) . The provi sions contain in Centr al Rul e
25(2)(v)(b) were challenged as unreasonable. Rul e 25
(2)(v)(a) provides that wages and other <conditions of
service of workmen who do sane or sinmilar kind of work as
the workmen enployed directly in the principal enployer’s
establ i shnent shall be the same. |In case of disagreenment it
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is provided that the same shall be decided by the Chief
Labour Commi ssi oner whose decision shall be final

Rul e25(2) (b)states that in other cases the wage rates
hol i days and conditions of service of the workmen of the
contractor would be such as may be specified by the Chief
Labour Comm ssioner. There is no provision for appeal

It was al so contended that the provisions in section 14 with
regard to forfeiture of security are unconstitutional. The
validity of rule 24 which requires deposit of Rs. 30/- per
wor kmen is challenged as void under Articles 14 and 19(1)(f)
both on the ground that the sane is arbitrary and also
because there is no obligation on the Government to pay to
the workmen or to utilise for the worknen any part of the
security deposit so forfeited. It was al so contended that
section 34 of the Act which enpowers the Central Governnent
to make any provision not -inconsistent with the provisions
of the Act for renoval of difficulty is unconstitutional on
the ground of excessive delegation. The i ntervener
chal | enged section 28 of the Act conferring power on the
Covernment to appoint Inspectors as conferring arbitrary and
ungui ded power-

It was also contended that the petitioners were not
contractors within the neaning of the Act since the work of
the petitioner is not any part of the work of the principa
enpl oyer nor was the work normally done in the prem ses of
the establishnent of the principal enployer.

HELD : (1) The contention that the application of the Act to
the pending work of construction ampunts to  unreasonable
restriction was negatived on the ground that the bill was
introduced in 1967 and it was passed in 1970. The subject
matter of the legislation is not contract; it -is  contract
| abour. There is no unreasonableness inits application to
pendi ng contracts. The pendency of contract is not a
rel evant consi derati on. There is no retrospective
operation. There is no material to show that the petitioner
woul d suffer. The contractors have not shown the contract
to show the rates of work. It 1is/also not known whether
the petitioners have clauses in the contract to  ask for
i ncrease of rates in changed circunstances. [671F]

(2) The fees prescribedfor regi stration, licences and
renewal of licenses do not ampunt to a |l evy of taxes. The
Government gives service inregard to the Ticences  and
registration. [671H

666

(3) There is no arbitrary power or excessive delegation of
| egislative authority in regard to-grant of Iicences. The

Act and the Rules provide anple guidelines as tothe grant
and the terns and conditions of licence. Section 15 of the
Act confers a right of appeal on any person who is aggrieved
by any order refusing a licence or if there is a revocation
or suspension of a licence. [672A- B]

(4) The conditions of contract |abour has been engaging the

attention of various Committees for a long tine. The
benefits conferred by the Act and the Rules are socia
| egi sl ati ve neasures. The various neasures which are

chal l enged as wunreasonable, nanely, the provisions for
canteens, rest rooms, facilities for supply of drinking
water, latrines, urinals, first aid facilities are anenities
for the dignity of human | abour. The neasure is in the
interest of the public. There is a rational relation
bet ween the inpugned Act and the object to be-achieved and

the provisions are not in excess of that object. The
classification is not arbitrary. There is no violation of
Article 14. It is an unproved allegation as to whether it

is inpracticable to provide a canteen. On the face of it
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there is no inpossibility. Possibility is presunmed unless
i mpossibility is proved. It is not an unr easonabl e
provision to require a rest room if the |abourers are
required to halt at night at the place of work. [672DE
673A]

(5) Rule 25(2)(v)(b) contains an explanation which | ays down
that while deternmning the wages and conditions of service
the Chief Labour Conmi ssioner shall have regard to wages and
conditions of service in simlar enploynents. This is
reasonabl e. It wll be question fromstatute to statute
from fact to fact as to whether absence of a provision for
appeal makes the statute bad. The Conm ssioner of Labour
has special know edge. It is not difficult to determ ne and
decide the questions under rule 25(2)(v)(b). Absence of a
provision for appeal is not unreasonable in the context of
t he provisions in this  statute. The provisions for
forfeiture of security w thout provisions for spending the
anmount on workers s constitutionally valid because
forfeiture anounts to departnmental penalty. The rate of Rs.
30/- per. _worknman does not offend Article 14. Furt her

orders for forfeiture are appealable and forfeiture itself
is after giving the party reasonabl e opportunity of show ng
cause agai nst the action proposed. [674A-C, 676A]

(6) Section 34 of the Act does not anmount to excessive
del egation.[ 676G

(7) The Act was passed to prevent the ‘exploitation of
contract |abour and also to introduce better conditions of
wor K. The underlying policy of the Act is to abolish
contract | abour wherever possible and practicable and where
it cannot be abolished altogether the policy of the Act is
that the working conditions of the contract |abour should be
so regul ated as to ensure paynment of wages and provision of
essential amenities. Section 10 of the Act deals wth
abolition while the rest of the Act deals mainly wth the
regul ati on. [669G A]

Since the wvalidity of section 28 was challenged by an
Intervener and not by the petitioners, the intervener was
not permtted to challenge since an intervener cannot  raise
points which are not canvassed by the Petitioners in the
pl eadi ngs. [677A]

(8) The <contention of the petitioners that they are not
contractors wthin the meaning of the Act is unsound.
Establ i shment is understood as including the work site. The
construction work which the contractor undertakes is -the
work of the establishnent. [669F]

JUDGVENT:

ORIGNAL JURISDICTION : Wit Petition Nos. 202/413/71, 92,
320, 330, 375, 391, 509 & 626-627/72 and 114, 315-316/73,
and 1906 or 1973.

(Petitions under Article 32 of the Constitution of India).
M. G L. Sanghi and M. L N. Shroff for the Petitioners
(In WP. Nos. 413/71 509/72) & Intervener No. 2

M. Soli Sorabjee. M. V. M Tarkundde (In 202/73, M. K
S. Ramamurthi (In 375/72), Ms. D. R Thadani (In 375/72)
and G L. Sanghi (in 320/72 & 330/72), with Ms C M Mehta
and B. R Agarwala, (M. C M Mehta did not appear in
375/ 72) for the petitioners (in Ws. Nos. 320, 330, 375,
391 of 1972 and WP No. 202/73).

Ms S. K Mhta, M Qamaruddin, K R Nagraja and Vinot
Dhawan for the Petitioners; (In W Ps. Nos. 626-27/72.

667

M. Vineet Kumar with Ms. G L. Sanghi and S. N. Trived
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(from21-2-1974) for the Petitioners (in W P. No. 114/73)
M. S. N Singh for the Petitioners (In W P. Nos. 313-
316/ 73)

M. J. D Jain, for the Petitioners (In W P. No. 1906/ 73)
Ms D. K Singha and K. R Nanbiar, for the Petitioners (In
W P. No. 92/71) Dr. L. M Singhvi with M. S. M Jain for
the Respondent No. | (in W P. No-. 413/71)

M. L. N Sinha, M. M C. Bhandare (for the State of
Maharashtra in 320 & 330/73), M. K L. Hathi (for the State
of Qujarat in WP No. 202/71) with Ms. R N Sachthey and
M N Shroff for Respondent No. 2 (In W P. No. 413/71) &
Respdt. No. | (In W P. No. 509/72) and (In W P. No.
626-627/72 Respdts. Nos. '1-2 (In W P. 202/ 72) WP No.
1906 73, AND 92/71):

M. GB. Pai with Ms. Unila Kapoor, Mss Kam esh Bansal,
and Ms’ Shobhna Kikshit for Respdt. No. 3 (in W P. No
320/72): M. R RamReddy with M. P. P. Rao for the Respdt.
No. 5 (kn W P. No. 202/71). M. S. M Jain for Respdt.
No. 3 (In'W P. 202/71) M. R C. Prasad for Respdt. No. 8
(In W P..202/71) M. A V. Rangamand Mss A. Subhashi ni
for the Respdt: No. 7 (In'W P.~202/71)

M s Santosh Chatterjee and G S. Chatterjee for the Respdt.
No. 6 (in W P. No. 202/71):

M. M N Shroff for the Respdt. No. 10 (In W P. No.
202/ 71):

M. L N Shroff for the Respdt. | I (In W P. No. 202/71):
M. Veerappa for the Respdt. 12 (In W P. No. 202/71)

Ms G Dass and B. Parthasarthi for the Respdt. 13 (in W P.
No. 2,02/71)

M.P. Ram Reddy with P. P. Rao for the Applicant/lntervener
,,(The State of Andhra Pradesh in W P. 413/71)

Ms. Sharad Manohar, B. P. Maheshwari and Suresh Sethi for
intervener No. 1 (K C. Agarwal a)

M. B. R Agarwala for Intervener Nos. 3 & 4 (Gamon and

Y. V. Narayanan. )

M. N N Keshwani for intervener No. 5 (CGujarat Contractor
Assn.) The Judgrment of the Court was delivered by

RAY, C. J. These petitions under Article 32  of the
Constitution challenge the validity of the Contract ~Labour
(Regul ation and Abolition) Act, 1970 referred to as the Act
and of the Contract Labour (Regulation and -Abolition)
Central Rules and Rules of the States of Rajasthan  and
Mahar asht r a.

The petitioners carry on the business of contractors for
construction of roads, buildings, weigh bridges and dans.
The Act requires contractors to take out |licences. The Act
al so i mposes certain duties and liabilities on t he
contractors.

The Act defines in section 2 (c) a "contractor" in relation
to an establishnment to nean a person who undertakes to
produce a given

668

result for the establishment, other than a nere supply of
goods or articles of manufacture to such establishnent,
through contract |abour or who supplies contract |abour for
any work of the establishnent and includes a sub-contractor.
The other definitions relevant to the neaning of a
contractor are establishnent, principal enpl oyer and
wor kmren.

"Establishment” as defined in section 2 (e) of the Act means
(i) any office or departnent of the Governnent or a |ocal
authority, or (ii) any place where any industry, trade,
busi ness, manufacture or occupation is carried on.

"Principal enployer" as defined in section 2 (g) of the Act
means (i) in relation to any office or departnment of the
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Government or a local authority, the head of that office or
department or such other officer as the Government or the
local authority, as the case may be, may specify in this
behal f, (ii) in a factory, the owner or occupier of the
factory and where a person has been named as the manager of
the factory wunder the Factories Act, 1948, the person so
nanmed, (iii) in a mne, the owner or agent of the mine and
where a person has been named as the manager of the mne
the person so nanmed, and (iv) in any other establishnent,
any person responsible for the supervision and control of
the establishnent.

"Workman" is defined in section 2 (i) of the Act to mean any
person enployed in or in connection with the work of any
establishnent to do any skilled, sem-skilled or unskilled
manual , supervisory, technical or clerical work for hire or
reward, whether the terns of enploynment be express or-

i mplied.
Section 2 (b) of the Act states that a workman shall be
deened to be enployed as "contract Ilabour" in or in

connection ~with the work of an establishnment, when he is
hired in or-in connection with such work by or through a
contractor, wth or w thout the know edge of the principa
enpl oyer.

The petitioners contend that they are not contractors-
within the definition of the Act. They advance two reasons.
First, the work of the petitioners is not any part of the
work of the principal enployer nor-is it the work "in
connection with the work of the “establishnent”, nanely,
princi pal employer.  Second, the work of the petitioners is
normal Iy not done in the prem-ses of the "establishment" of
the principal enployer.

Relying on the definitions. counsel for the petitioners
contended that establishnent means any place where any
i ndustry, trade, business, manufacture or occupation is
carried on and, therefore, the worknmen enployed by the
petitioners are not contract |abour because they are not
enployed in connection with the work of the establishment.
The work of the establishnent is, according to the
petitioners, not only at the place where the business,
trade, industry of the establishnent is carried on but also

t he act ual busi ness or trade or i ndustry of the
est abl i shnent . The entire enphasis is placed by the
petitioners on the words "work 'of any establishment." By
way of illustration it is said that if a banking conpany
which is an establish-

669

ment which carries on its business at Delhi enploys the
petitioners to construct a building at Allahabad the
buil ding to be constructed is not the work of the bank. It
is said that the only work of the bank as an establishnent
i s banking work and, therefore, the work of construction is
not the banking work of the establishment. Therefore, the
petitioners contend that the workmen enployed by t he
petitioners are not workmen in connection with the work  of
the establishment.

The contention of the petitioners is unsound. When the
banki ng conpany enploys the petitioners to construct a
building the petitioners are in relation to the
establ i shnent contractors who undertake to produce a given
result for the bank. The petitioners are also persons who
undertake to produce the result through contract | abour
The petitioners may appoi nt sub-contractors to do the work.
To accede to the petitioners’ contention t hat t he
construction work which Is away fromthe place where the
i ndustry, trade, business of the establishnment is carried on
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is not the work of the establishnent is to render the words
"work of any establishnments devoid of ordinary nmeaning. The
construction of the building is the work of the establish-
nment . The building is the property of the establishment.
Therefore, the construction work is the work of t he
est abl i shnent . That is why a workman is deened to be
enpl oyed as contract |abour in connection with the work of
an establishment. The place where business or rade or
i ndustry or manufacture or occupation is carried on is not
Synonymous with "the, work of the establishment” when a
contractor enploys contract |abour in connection wth the
work of the establishment. The error of the petitioners
lies in equating the work of the establishnent with the
actual place where the business, industry or trade is
carried on and the actual work of the business, industry or
trade.

It is plain that industry, trade, business, manufacture or

occupation is to expand. In connection with the expansion
of establishnent, ~buildings are constructed. The site
chosen for the building is the work site of t he
est abl i shnment. The work site is  the place where on
conpl eti on of const ructi on, t he busi ness of t he
establishnent wll be carried on. Therefore, the work at
the site as understood in the definitionis the work of an
est abl i shnent - . Est abl i shment is understood as including

the work site. The construction work which the contractor
undertakes is the work of the establishnent.

The Act was passed to prevent the exploitation of contract
| abour and al so to introduce better conditions of work. The
Act provides for regulation and abolition of contract
| abour . The underlying policy of the Act is to abolish
contract |abour, wherever possible and practicable. and
where it cannot be abolished altogether, the policy of the
Act is that the working conditions of the contract |abour
should be so regulated as to ensure paynent of wages and
provision of essential anenities’. That is why the Act
provides for regulated conditions of work and contenpl ates
progressive abolition to the extent contenplated by section
10 of the Act. Section 10 of the Act deals with abolition
while the rest of the Act deals mainly with regulation. The
dom nant idea of the section 10 of the Act is to find out
whet her

670

contract |labour is necessary for the industry, trade,
busi ness, manufacture or occupation which is carried on in
the establishnent.

The Act in section 10 enpowers the Governnent to prohibit
enpl oyment of contract |abour in any establishnment. The
Government under that section has to apply its nmnd to
vari ous factors before the Governnent prohibits by
notification in the official gazette, enploynent of contract
[ abour in any process, operation or other work in any
establishnment. The words "other work in any establishment”
in section 10 of the Act are inportant. The work in the es-
tablishment will be apparent fromsection 10 (2) of the Act
as incidental or necessary to the industry, trade, business,
manufacture or occupation that is <carried on in t he
establishment. The Governnent before notifying prohibition
of contract |labour for work which is carried on in the
establishnment wll consider whether the work is of a
Perennial nature in that establishment or work is done
ordinarily, through regular worknen in that establishment.
The words "work of an establishnent " which are wused in
defining workmen as contract |abour being enployed in
connection wth the work of an establishnent indicate that
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the work of the establishnent there is not the sane as work
in the establishnment contenplated in section 10 of the Act.
The words "other work in any establishnment" in section 10
are to be, construed as ejusdom generis. The expression
"other work" in the collection of words process, operation
or other work in any, establishment occurring in section 10
has not the sane neaning as the expression "in connection
with the work of an establishnment", spoken in relation to
wor knen or contractor.

A contractor under the Act in relation to an establishnent
is a person who undertakes to produce a given result for the
establ i shnent through contract |abour. A contractor is a
person who supplies contract |abour for any work of the
establishment. The entire context shows that the work of the
establishment is the wrk site, The work site is an
establi shnment and belongs to the principal enployer who has
a right of supervision and control., who is the owner of the
prem ses ‘and the end product and from whom the contract
| abour ' receives its payment either directly or through a
contractor It is the place where the establishnment intends
to carry on-its business, trade, “industry, manufacture,
occupation after the construction is conplete.

According to the petitioners, the contract |abour enployed
by their sub-contractors will be within the provisions of
the Act but when the petitioners will be engaged by a trade,
or industry, the petitioners will not be a contractor and
the worknen directly enPloyed by the petitioners will not be
contract | abour . This is a strange, and anomal ous
subm ssion. The Act nmust be construed as a whole. The Act
must apply to contract labour -in-connection with the work of
an establishment when the contract |abouris hired by the
contractor or by the sub-contractor of the contractor.

671

The expression "work of an establishnent"” means the work
site where the construction work of the establishment is
carried on by the petitioners by enploying contract ' |abour
Every clause of a statute is to be construed with reference
to the context and other provisions of the Act to nmke a
consi stent and harnoni ous neani ng of the statute relating to

the subject matter. The interpretation of the words will be
by | ooking at the context, the collocation of the words and
the object ’'of the words relating to the matters. The
"words are not to be viewed detached fromthe context of the
st at ut e. The words are to be viewed in relation to the
whol e cont ext. The definition of contractor, worknan,

contract |abour, establishment, principal —enployer al
indicate that the work of an establishnent neans the work
site of the establishnent where a building is | constructed
for the establishnent. The construction is the work of  the
establishnent. The expression "enployed in or in connection
with the work of the establishnment"” does not mean that the
operation assigned to the workmen nust be a part or
incidental to the work performed by the principal enployer.
The contractor is enployed to produce the given result for
the benefit of the principal enployer in fulfilment of the
undertaking given to himby the contractor. Therefore, the
enpl oyment of the contract |abour, nanely, the worknmen by
the contractor is in connection with the work of the
est abl i shnent . The petitioners are contractors within the
meaning of the Act. The work which the petitioners
undertake is the work of the establishment.

The second contention on behalf of the petitioners is that
the provisions of the Act and the Rul es nmade thereunder are
unconstituti onal

It is said that the application of the Act in respect of
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pendi ng work of construction anmpunts to unr easonabl e
restriction on the right of the contractors under Article 19
(1) (g). The bill was introduced in 1967. It was passed in
1970, There 1is no unreasonableness in that it applies to
pendi ng contracts. The pendency of cont is not a relevant
consi deration. The subject-matter of the legislation is not
contract. it is contract |labour. There is no retrospective
operation. There are no materials to show that t he
petitioners will suffer. The contractors have not shown the
contracts to showthe rates of work. It is also not known
whet her the petitioners have clauses in the contract to ask
for increase of rates in changed circunstances. That is
usual in contracts. The petitioners during the years 1967
to 1970 knew that the |egislative neasure was going to find
place in the statute book. The crucial point is that the
interests of the worknmen are renedied by the objects of the
Act. Those interests are mnimum | abour welfare. There is
no unreasonabl eness in the measure.

The fees prescribed for registration, |icence or renewal of
licences —are said to amount to atax and are therefore
beyond the rule-naking powers of the Central and State
CGovernments. The fees prescribed for registration, licence
and renewal of |icences do not anmount to a levy of tax. The
Covernment has to bear expenses for the schene

672

of registration, |licence. The Governnent gives service in
regard to licences and registration. Further there is no
arbitrary power or ' excessive delegation of |egislative
authority in regard to grant of licence. The Act and the
Rul es provide anple guideline asto the grant and terns and
conditions of licence.  Section 15 of the Act confers a
ri ght of appeal on any person who is aggrieved by any order
refusing a licence or if there is revocation or suspension
of l'i cence. Similarly, when there “is revocation of
registration of an establishment or there is refusal to
grant registration there is a right of appeal

Counsel for the petitioners contended that the provisions of
the Act are unconstitutional and unreasonable because of
i mpracticability of inplementation. - Provisions in regard to
canteens, rest roonms,. latrines and urinals as contenplated
in sections 16 and 17 of the Act read with Central Rules 40
to 56 and Rule 25 (2) (vi) are said to be incapable of
i npl enentation and also to be enornbusly expensive as to
amobunt to unreasonable restrictions under Article 19 (1)
(9). No provision of the Act is inpeached on that ground.
The attack is only with regard to rul es.

The condition of contract |abour has been engaging the
attention of various committees for a long (tine. The
benefits conferred by the Act and the Rules are -socia
wel fare |egislative neasures. The various neasures /which
are challenged as unreasonabl e nanely, the provisions for
canteens, rest roomns, facilities for supply of drinking
wat er , |aterines, wurinals, first aid facilities are
amenities for the dignity of human | abour. The neasure is
inthe interest of the public. it is for the legislature to
determ ne what is needed as the appropriate conditions for
enpl oyment of contract labour. It is difficult for the
Court to inmpose its own standards of reasonabl eness. The
legislature wll be guided by the needs of the genera
public in det er m ni ng the r easonabl eness of such
requirenents. There is arational relation between the
i mpugned Act and the object to be achieved and the provision
is not in excess of that object. There is no violation of
Article 14. The classification is not arbitrary. The
| egi sl ature has made uniformlaws for all contractors.
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Section 16 of the Act confers power on the Governnent to
nake rules that in every establishnent to which the Act
applies wherein contract |abour nunbering one hundred or
nore are enployed by a contractor, one or nore canteens
shall be provided and mai ntai ned by the contractor for the
use of such contract labour. Rule 42 relates to canteens
and Rule 43 relates to dining halls. Rule 42 states that
where the contract |abour is likely to continue for six
nonths or nore and wherein the contract |abour nunbers 100
or nore, a canteen shall be provided as nentioned therein

This rule indicates that where a fairly stable work goes on
for six months and the nunber of |abour is 100 or nore, a
canteen is to be provided.

It is said that it is difficult to find space in Bonbay to
provide for canteens. It is also said that if aroadis to
be constructed, it will be-difficult to provide canteen. It
is said on behalf of the respondents that a provision for-
canteen i s capabl e of performance whether in

673
acity orin a desert. On-the face of it, there is no
i mpossi bility. Possibilityis presumed unl ess

impossibility is proved.” it is an unproved allegationas to
whether it is inpracticable to provide a canteen. Wen the
construction work goes on, the contractor will devise ways
and neans to provide a canteen. The provision for canteen
is not wunreasonable. It is not inpracticable to have a
canteen. A city like Bonmbay or the construction of road is
not an insurmountable feature by itself to hold either that
the provision is unreasonabl e or inpracticable.

Section 17 of the Act states that in every place where
contract |abour is required to halt at night in connection
with the work of the establishnment, there shall be  provided
a rest roomas nmentioned therein. Rule 41 of the Centra
Rules states that where contract labour is likely to
continue for three nmonths or nmore and where contract | abour
is required to halt at night, rest roonms shall be provided.
It is not unreasonable to provide(rest room The contractor

will nake necessary provision. It will be unreasonable to
hold that a |abourer will be required to halt at night at
the place of work but he will not have any rest room

Section 18 of the Act speaks of facilities like -supply of
drinking water, conveniences of laterines, wurinals and
washing facilities. Rule 51 carries out the provision of
the Act by stating that laterines shall be provided. The
reasonabl eness as well as practicability of these facilities
i s indisputable.

It is said that the provisions contained in Rule 25 (2) (ii)
are unreasonabl e because the licence states the nunber of
wor knmen enpl oyed and if the contractor is required to enploy
a larger nunber, the contractor will commit a breach of the
condition. The answer is sinple. The contractor wll take
steps to anend the licence. Sections 23 and 24 of the Act
whi ch speak of contravention of provisions regarding the
enpl oyment of contract |abour will be interpreted in the
light of section 14 (1) (b) of the Act as to whether the
hol der of a licence has, w thout reasonable cause, failed to
conply with the condition of the Iicence. If there is
wrongful refusal of anendment, that is appeal abl e under the
Act .

The provisions contained in Central Rule 25 (2) (v) (b) are
chal | enged as unreasonable. Rule 25 (2) (v) (a) states that
wages, conditions of service of worknen who do sanme or
simlar kind of work as the workmen directly enployed in the
principal enployer’'s establishnent shall be the sane. In
case of disagreement with regard to type of work, it is
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provi ded that the sane shall be decided by the Chief Labour
Conmi ssi oner whose decision shall be final. Rule '25 (2)

(v) (b) states that in other cases, the wages rates,
hol i days and conditions of service of the workmen of the
contractor shall be such as may be specified by the Chief
Labour Comm ssioner. There is an explanation to this clause
that while determ ning wages and conditions of service under
Rule 25 (2) (v) (b) the Chief Labour Conmi ssioner shall have
regard to wages and conditions of service in simlar em
pl oyment. This is reasonabl e.
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The conpl ai nt against Rule 25 (2) (v)(b) is that there is no
provision for appeal. It is not difficult to determine and
decide cases of this type. . The Comm ssioner of Labour has
special know edge. It will be a question from statute to

statute, from fact to fact as to whether absence of a
provi sion for appeal nmakes the statute bad. The provisions
contained in Rule 25(2) (v) (b) refer to wages, hours of

work and  conditions of service in simlar enploynent. A
provi sion for appeal is not inflexible. The issue is sinmple
her e. Al ong drawn procedure nay exceed the duration of

enpl oyment of the workmen. A proper standard is laid down
in the explanation toRule 25 (2) (v) (b). The absence of a
provision for appeal is not unreasonable in the context of
provi sions here. The Conm ssioner shall have due regard to
the wages of worknen in simlar enploynent.  The parties are
heard and the Conmi ssioner of Labour who is specifically
acquai nt ed with the conditions, —“applies t he pr oper
standards. There is no unreasonableness in the Rules.

The petitioners contended in the third place that the
provi sions contained in section 14 of the Act with regard to

forfeiture of security are unconstitutional. ~Section 12 of
the Act provides that no contractor shall undertake or
execute any work except in accordance with a |licence and

further that licence shall beissued on payment of fees and
on deposit of a security for the due perfornmance of the con-
ditions as mmy be prescribed. Section 14 of /the Act
provides that iif a licensing officer is satisfied 'on a
reference made to himor otherwise that the holder of a
licence has, without reasonable cause failed to comply wth
the conditions subject to which the licence has been granted
or has contravened any of the provisions of this Act or the
Rul es nmade thereunder then without prejudice to any  other
penalty to which the holder of the licence nay be liable
under the Act the licensing officer may, after ~giving the
hol der of the licence, an opportunity of  show ng cause,
revoke or suspend the licence or forfeit the sum if any, or
any portion thereof deposited as security for the due

performance of the conditions subject to which the licence
has been granted. Rule 24 of the Central Rules relates to
security. Mahar ashtra and Raj ast han Rul es contain- simlar

provisions. Rule 24 of the Central Rules provides that the
security amount of Rs. 30/- for each of the worknen is to be
deposited as security for the due performance of the
conditions of licence and conpliance with the provisions  of
the Act or the rules nade thereunder

On behalf of the petitioners it is said that Rule 24 which
fixes the fee of Rs. 30/- per workman is void under Articles
14 and 19 (1) (f) because it is an arbitrary sum Secondly,
it is said that there is no obligation on the Governnent to
pay to the worknmen or to utilise for the worknmen any part of
the security deposit so forfeited. Thirdly, it is said that
the breach of the conditions of |licence or provision of the
Act is made punishabl e under the penal provisions of the
Act, wviz. section 24 and yet Rule 24 unreasonably provides
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for the forfeiture of deposit. Fourthly, it is said that
any breach regarding the welfare of the workmen apart from
being penal is safeguarded by the requirenment that the
princi pal enpl oyer would performthe obligation and
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recover the anount fromthe contractor. Fifthly, section 20
of the Act provides that where the benefit for contract
| abour is not provided by the contractor, the principa
enpl oyer may provide the sane and deduct the expenses so
incurred from amounts payable to the contractor. Sixthly,
it is said that theprovision regardi ng forfeiture of ’
deposit has no rational connection between the sum
required to be deposited and the nunber of worknen nor does
the sanme have rational nexus with the object sought to be
achieved since the Governnent is not bound to utilise the
amount for worknmen, concerned. Finally, it is said that
Article 14 is viol ated because it will work harshly against
medi um, and weaker cl ass of contractors who have to deposit
substantial anpbunts before getting a contract and who
further  ‘have to go on leaving in deposit with the Govern-
nment substantial anpbunts. ~The security is characterised by
the petitioners as forced | oan w thout interest.

The relevant Centrall Rules wth regard to deposit of
security are Rules 24 and 31. Rule 24 provides for deposit
of security at the/rate, of Rs. 30/- per worknen for the due
performance of the conditions of the |icence and conpliance
with the provisions of the Act or the rules made thereunder
Rule 31 states that if the licensing officer is, satisfied
that there is no breach of the conditions of " licence or
there is no order under section 14 of the Act for the
forfeiture of security or any portion thereof, ‘he shal
direct the refund of the security. |[If there is an order
directing the forfeiture of any portion of the 'security
deposit- the amount forfeited shall be deducted- and the
bal ance, if any, refunded. The forfeiture under section 14
(2) of the Act is for failure to conply with the conditions
subject to which the licence is granted or contravention of
the provisions of the Act or the rul es nade thereunder

The forfeiture of deposit under section 14 of the Act may be
for the, entire sumor any portion thereof. The forfeiture
may be for the purpose of due performance of the -conditions
of the licence or for contravention of any provision of ~the
Act or Rules nmde thereunder. |If any portion of the
security is forfeited, it isinrelation to the extent  of
infraction or the degree of due performance which nmay be

required. The security is utilisable  for the due
performance of the obligations or which the security is
t aken. The words "for the due performance of the
conditions, subject to which the |icence has been granted"
are descriptive of the security. The conditions of ~licence
appearing in FormMNo. VI are that the licensee shall not
transfer the licence and rates of wages shall be not Iess
than the rates prescribed under the m ni nrum Wages Act. The

other <conditions are with regard to hours of work, wage
rates and holidays and conditions of service as nay be-
speci fied by the Labour Comm ssioner. These are sone of the
principal conditions. The provision for forfeiture w thout

provi si on for spendi ng the anount on wor ker s is
constitutionally valid because .the forfeiture amunts to
departnental penalty. Forfeiture means not nerely that

which is actually taken froma man by reason of sone breach
of condition but includes also that which becones liable to
be so taken as a penalty.
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The rate of Rs. 30/- per workman does not offend Article 14.
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The rate is relatable to the classification of big and snal
contractors according to the number enployed by them No
additional burden is inmposed by the rules.

Further orders for forfeiture are appeal able. Forfeiture
itself is after giving the party reasonabl e opportunity of
showi ng cause against "the action proposed. Secondly the

condition of forfeiture is that the failure to comply wth
the condition is without reasonabl e cause. The provisions
of the Act with regard to forfeiture do not suffer from any
constitutional infirmty. The rules are not inconsistent
with the provisions of the Act. The forfeiture of security
is for due performance or as a penalty on the |licensee. The
order for forfeiture is an admnistrative penalty. The
provisions contained in sections 23 to 26 of the Act
indicate that contravention of the provisions regarding
enmpl oyment of contract |abour is punishable in Crinina
Court. The Licensing Oficer tinder section 14 of the Act
is not” a Court. Therefore, there is no aspect of double
j eopar dy.

Section. ‘34 of the Act was challenged as unconstitutional
Section 34 of the Act provides that if any difficulty arises
in giving effect "to the provisions of the Act, the Centra
Covernment may, by order, published in the official gazette
make such provisions not inconsistent with the provisions of
the Act as appears toit to be necessary or expedient for
renovi ng t he difficulty. Rel i ance was pl aced by
"petitioners on the decision of this Court in Jalan Trading
Co. v. Mazdoor Union reported in [1967] 1 S.CR 15.
Section 37 of the Act in that case authorised the CGovernnent
to provide by order for ,renpval of doubts or difficulties
in giving effect to the provisions of the Act. ~This Court
held that it is for the legislature to nmake provisions for
renmoval of doubts or difficulties. The section in that case
, cont ai ned a provision that the order rust not be
i nconsi st ent with the Purposes of  the Act. Anot her
provision in the section nade the order of the Governnent
final. This Court held that in substance there was the vice
of delegation of |egislation to executive authority. Two
reasons were given. First the section authorised the
CGovernment to determine for itself what the purposes of the
Act were and to make provisions for renmoval of ~doubts or
difficulties. Second, the Power to renove the doubts or
difficulties by altering the provisions of the Act would in
substance anount to exercise of legislative authority ,and
that could not be delegated to an executive authority: In
the Present case, neither finality nor  alteration is
contemplated in any Order under section 34 of  the Act.
Section 34 is for giving effect to the provisions of. the

Act . This provision is an application of the interna
functioning of the administrative machinery. Difficulties
can only arise in the inplementation of rules. Theref ore,

section 34 of the Act does not amobunt to excessi ve
del egati on.

Section 28 of the Act was chall enged as conferring arbitrary
and ungui ded power and, therefore violative of Articles 14

and 15. Section 28 of the Act confers power on the
Governnent to appoint persons
677

as it thinks fit to be the inspectors for the purposes of
the Act and such inspector shall have power to enter at al

reasonabl e hours the prem ses or place where contract | abour
is enployed for the purpose of exam ning any register or
record or notice and exam ne any person and seize, or take
copies of documents nentioned therein. When they have
reasons to believe that an of fence has been comitted, they




http://JUDIS.NIC IN SUPREME COURT OF | NDI A

Page 13 of 13

can seize or take copies. This point was taken by the
I ntervener. An. intervener cannot raise points which are
not canvassed by the petitioners in the pleadings.

For these reasons, the contentions of the petitioners fail

The petitions are dismssed. Parties will pay and bear
their own costs.
P. H P. Petitions dism ssed.

678




