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* Impact of central rules on those published by states
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Labour codes
Overview and status



Overview of the new Labour Codes
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Highlights and open issues

Uniformity in definitions
Digitization, accountability, and transparency

Ease of implementation

Interplay and alignment of
Highlights : — Subsumed legislations and codes

— State and central rules

Shops and establishments act not subsumed Minister’s press
Overlap in legislations e.g., leave benefits, statement —
overtime implementation in 2022
Labour
sl : A few sections
Open Conflicts notified
issues More states join '\
H the bandwagon N\ \

Outreach for 'YV VN S
feedback

“New Labour code
for New India”

C. The central government is

intent on implementing the
codes during 2022
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Polling question 1

How prepared is your organization to transition to Labour codes?

* High level of preparedness — can manage with transition time of less than 2 months

Medium level of preparedness — with rigorous efforts from all stakeholders can manage with transition time of 3 months or more

Minimal level of preparedness — have just started the journey

Waiting for final notification to commence the journey

Don’t know/not applicable
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Labour codes
Areas of change



Areas of change under the labour codes
Changes envisaged and clarifications awaited

Uniform wage definition
A common base for all retiral benefits

° Gratuity
One time impact, ongoing cost

Payment of wages .

N Wider coverage
Inspector-cum-facilitator

Cultural Shift — guidance on compliance

Leave encashment and overtime °
Basis and criteria for computation

Standing orders
Impact on service industry

Core and non-core activities o

Business model
Gig/platform workers

Financial
impact

Impact on aggregators

\ Negotiating unions/reskilling Fund .
Industrial relations Compliance

Policies and

processes
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Areas of change under the labour codes
Widening of workforce categories covered

* Regular workforce
— Employees
— Workers
— Women
— International workers

— Fixed term employees

Workforce

categorization

* Broader workforce
— Contract labour
— Gig workers
— Platform workers

— Unorganized workers
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Why is there a focus
on gig/platform

‘ workers/FTEs?

How does the concept
of core activities
impact organisations?
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Compliance
requirements

Policies

Documentation



Labour codes
Interplay with shops and Establishment Act

» Shops and Establishment Act (S&E Act) provides for various benefits to the employees/workers. Is not subsumed under the labour
codes, continues to prevail. Common ground between the codes and the Shops & Establishment Acts are

S

Hours of work Deductions from Leave encashment Holidays Maternity benefit

wages
Codes >

S&E Act
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Polling question 2

Based on your organisation profile, do you see a challenge triggered by co-existence of Central and State rules and the continuing
Shops & Establishments Act?

* Presence in multiple states, and have challenges

* Presence in multiple states, but no major conflict envisaged

Presence in one state, but still conflicts expected

* Presence in one state, no conflict expected

Don’t know/not applicable
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Labour codes
State rules



State rules
Current status

State with one or more
draft rule

State yet to issue to draft
rules

Source — Economic Survey 2021- 22 / State Labour Department websites
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Central rules
Areas covered

Fixing of Fixing of
minimum wages working hours

Central Recognize trade

Fixing floor wages unions at central
government level

Exempt . .
. Direct national
establishments o
s Board to inquire
from applicability .
into health and
of Chapter llI/IV
(PF/ESI) safety standards
of a factory
Make model

Prescribe manner standing orders
of establishment relating to
and maintenance conditions of
of career centres service and other,
matters

State
government

- Constitute state
Fixing of weekly advisory boards for
rest day various matters

Constitute central
advisory boards
on various
matters

What if a state has not issued draft rules?
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State rules
In sync with central rules

Weekly rest
day

Wages for
rest day
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Cap on
recovery

Night shift

Broad
alignment with
central rules

Timeline for
wage
payment

Procedure for
“imposing fine
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State rules

Deviations from central rules
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Definitions

Deviations from
Central Rules

Display of
notices

Hours of
work —
emergency

Forms and
registers

What could be the
impact for employers
and employees in
terms of these
deviations from the
central rules?
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Labour codes
Deviations from subsumed rules



Deviations from subsumed rules
Significant changes in the central rules

Aspect Labour codes

* All establishments covered
* No wage ceiling specified

Applicability * Applicable to new types of workforce such as gig
workers, platform workers, fixed term employees, etc.
Normal S ’
working day ight hours a day
. Not less than twice the normal rate of wages
Overtime :
Number of hours increased to 125 per quarter
Employing Conditions specified on facilities to be provided
women Consent to be obtained from women employees

Records and

Period for preservation of records and registers not
registers specified
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Subsumed legislations

 Specified industries/factories under the
payment of wages act

* Employees drawing wages up to INR 24,000
p.m. in the payment of wages act

Hours of work specified depending on age of
employee/worker — adult, child and adolescent

* Overtime rates different for agriculture and
other scheduled employments
* Capped at 50 in most states

Prohibition in employment of women in certain
types of factories/certain roles

Depending on the state, type of register, claims,
the period specified ranges from 12 months to 5
years
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Areas of change
Scenario analysis



Manufacturing sector — scenario analysis

* Cool Cotton Private Limited (CCPL) has factories in three locations within India —
Tamil Nadu, Andhra Pradesh, and Maharashtra

* How will the changes in minimum wages provisions impact this organisation?

* What will be the impact to employees on account of Provident Fund, Gratuity, ESI,
Statutory bonus coverage, etc.?

* Will CCPL be required to have state specific leave policies?
* Can the working hours, overtime, shift hours, etc. be uniform across locations?

* Alignment of policies with the Labour Codes as well as Shops and Establishments
Act
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Service sector — scenario analysis

* Cyber Security Private Limited (CSPL) provides information security
services to its clients in several states within India.

* Impact of wider applicability of the occupational safety health and
working conditions code

* Need to recognize trade union
* Revisit leave encashment benefits across locations?
* Provisions relating to working hours for women employees?

* Applicability of standing orders?
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Polling question 3

If you have operations across geographies, would you want to have a uniform policy that is applicable factoring the individual
geographic mandates?

* Yes —we wouldn’t want to differentiate based on location
* No — location specific exceptions to the broader uniform policies will be determined
* No — policies will be framed based on location

* Don’t know/not applicable
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Labour codes
Way forward for employers



What could employers do?
How prepared is your organization for implementation?

Employee
retirals/take
home

Financial
impact

Payroll

Payroll,
policies,
and
process

Finance
.|

Categorise
work force

Human ‘

resource
I

Contractor

Compliance .
compliance

change
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Questions and answers
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Thanks for joining today’s webcast.

You may watch the archive on PC or mobile devices via
Apple Podcasts, RSS, YouTube.

Eligible viewers will receive an automated email with CPE
certificate after watching for 50 minutes.
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Join us 19 July at 2:00 PM SGT (GMT+8) as our
Transfer Pricing series presents:

Transfer pricing dispute resolution: A focus on China

For more information, visit www.deloitte.com/ap/dbriefs
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