
Key Employment Law Issues to Consider In India

A state level law generally implemented by many states in India is the Shops 
and Establishments Act. It is mandatory for a company to register itself under 
the Shops and Establishments Act of each state in which it locates its o�ce or 
o�ces. This registration is usually granted for a fixed duration and must be 
renewed periodically.

The state level Shops and Establishments Acts also prescribe details of the 
working hours for employees, opening and closing times, mandatory leave 
provisions for employees and where permitted, the conditions to run business 
operations on a 24 x 7 basis. The state-wise variations of the Shops and Estab-
lishments Acts such as mandatory leave provisions, working hours or the ability 
to run operations on a 24 x 7 will bear upon the company and its employment 
policies, especially where the company plans to operate o�ces from locations 
in di�erent states.

The formal relation between the company and its employees must be in the 
form of an employment contract which also sets out the wages and other 
benefits due to an employee. The wage structure in such employment 
contracts must follow the mandatory parameters so as to avoid paying social 
security contributions which are lower or in excess of what is due and payable.

Labour laws and rules vary from state to state. While all companies must comply 
with laws of the central government these laws are also supplemented by laws 
of the individual states. Some states have more business-friendly laws than 
others, while some prescribe greater benefits to employees than others. The 
general rule is that employees must be provided benefits which are the most 
beneficial after considering the di�erent laws and variations. These variations 
a�ect a company especially in cases where operations are run from o�ces in 
di�erent states.

The applicability of di�erent labour laws and rules in India are determined by 
the number of employees engaged by a company. A company must keep track 
of the number of sta� employed by it as a change in the number of employees 
will directly lead to the company having to comply with the requirements of 
di�erent and additional labour laws and rules.
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While considering termination of employment, the company must be mindful 
that the processes, remedies and financial obligations for termination di�er 
based on the type of employees and their tenure with the company. Employ-
ment can be terminated for reasonable cause, but termination without cause 
may attract the provisions of the applicable Shops and Establishments Acts 
requiring the company to serve notice before termination and also o�er sever-
ance pay for longer tenured employees.

For the sake of enforceability, the contracts with key employees should be 
executed on non-judicial stamp paper. This is to ensure that these contracts can 
be used as evidence in a court in the event of a litigated dispute. The stamp 
paper value is usually nominal (less than INR 1000) and will depend on the state 
in which the contract is executed.

Foreign nationals can be employed to work from India after obtaining the 
necessary employment visas. The employment laws in India apply to a foreign 
national in the same manner as they apply to other Indian employees of the 
company. The company will have to enroll the foreign national with the 
employee provident fund scheme and make mandatory contributions. Also, 
registration by the foreign national with the Foreigners Regional Registration 
O�ce (FRRO) in India is compulsory immediately upon arrival and upon any 
change of residential address in India.
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