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Shops	  and	  Establishment	  Act,	  1948
# Head Description

1 Objective Shop	  &	  Est.	  acts	  have	  enacted	  by	  the	  states	  to	  regulate	  conditions	  of	  work	  and	  to	  provide	  for	  statutory	  
obligation	  of	  the	  employers	  and	  rights	  of	  the	  employees.

2 Working	  Hours Forty-‐eight	  hours	  in	  any	  one	  week	   and	  nine	  hours	  in	  any	  single	  day.

3 Over	  time	  &	  
payment	  rate

The	  total	  number	  of	  overtime	  hours	  worked	  by	  an	  employee	  does	  not	  exceed	  fifty	  (50	  hours)	  within	  a	  period	  of	  
3	  months,	  and	  shall	  be	  paid	  at	  twice	  the	  rate	  of	  his	  normal	  wages	  	  (basic	  pay)	  calculated	  on	  hourly	  basis.

5
Leave	  &	  Carry	  
Forward	  
Balance

Every	  employee	  who	  has	  been	  in	  employment	  for	  not	  less	  than	  twenty	  days	  in	  a	  year	  shall	  be	  entitled	  to	  one	  
day's	  earned	  leave	   for	  every	  such	  twenty	  days.	  The	  maximum	  30	  leave	  balance	  can	  be	  carried	  forward	  to	  next	  
year.

6 Wages Payable The	  wages	   of	  every	   person	  employed	  shall	  be	  paid	  before	  the	  expiry	  of	  the	  seventh	  day	  from	  the	  date	  on	  which	  
the	  wages	   became	  due.

7 Records	  
Keeping

The	  employer	  of	  every	  establishment	  shall,	  in	  the	  prescribed	  form	  and	  manner,	  keep	  exhibited	  in	  the	  
establishment	  a	  notice	  setting	  forth	  the	  close	  day,	  the	  working	  hours	  and	  the	  period	  of	  interval	  of	  employed	  
persons,	  if	  any,	  and	  such	  other	  particulars	  as	  may	  be	  prescribed.

8 Inspection It	  shall	  be	  the	  duty	  of	  every	  employer	  of	  an	  establishment	  to	  make	  available	  for	  inspection	  of	  such	  officer,	  as	  
may	  be	  prescribed,	  all	  accounts	  or	  other	  records	  required	  to	  be	  kept	  for	  the	  purposes	  of	  this	  Act.



§ The main objective of the Act is not only to ensure
adequate safety measures but also to promote
health and welfare of the workers employed in factories as
well as to prevent haphazard growthof factories.

§ Factory is def ined as a place where ‘‘manufacturing process’’
is carried out using 10 workers using electrical power or 20
workers without power.

§ Plan (layout) approval has to be obtain.

§ The working hours, leave , weekly days off and wages are
similar to the Shop and Establishment Act.

§ Under the Act the “occupier “ is responsible for all
compliances and in the case of an incorporated company the
Director on the board of the company must be designated
for the purpose of an “occupier”. Failing which all directors
could become liable.

§ Various register and records need to be maintain under the
Act.

Factories	  Act,	  1948



Minimum	  Wages	  Act,	  1948
1. The Act force to an employer on minimum

amount which suppose to pay as per notified

amount based on employee category.

2. Every 6 month the rate revise (State-‐wise) by

Government from January to June and July to

December.

3. Current rate: (please check current rate at

http://www.paycheck.in/main/salary/minimum

wages



§ Applicable:	   Every	  establishment	  in	  which	  twenty	  or	  more	  persons	  are	  employed	  on	  any	  
day	  during	  an	  accounting	  year

§ As	  per	  the	  amendment	  in	  Payment	  of	  Bonus	  Act,	  all	  employees	  who	  are	  getting	  wages/	  
salary	  not	  more	  than	  Rs	  21000/-‐ are	  eligible	  for	  bonus.

§ It	  depends	  upon	   the	  percentage	  on	  which	  your	  company	  wants	  to	  give	  bonus	  to	  its	  
employees.	  Minimum	  bonus	   is	  8.33%	  of	  basic	  salary	  earned	  during	  the	  accounting	  year	  
and	  Maximum	  is	  20%	  under	   the	  payment	  of	  Bonus	  Act,1965.

§ Bonus	  is	  to	  be	  calculated	  for	  eligible	  employees	  assuming	  salary	  (Basic)	  as	  Rs.7000/-‐ per	  
month.

§ Multiply	  the	  yearly	  sum	  of	  salary	  thus	  worked	  out	  as	  per	  above	  clause	  3	  with	  rate	  of	  
bonus.	  The	  figure	  is	  bonus	  payable	  to	  employee	  under	  the	  Act.

§ Bonus	  payment	  to	  be	  recorded	  on	   register	  prescribed	  under	   the	  Act.

§ Return	  of	  payment	  of	  bonus	  is	  to	  be	  submitted	  with	  ALC	  or	  other	  designated	  authority	  
under	   the	  Act	  ,	  within	  30	  days	  of	  payment	  of	  bonus	   to	  employees.

Payment	  of	  Bonus	  Act,	  1965



The	  Employee's	  Provident	  Fund	  and	  Miscellaneous	  Provisions	  
Act,	  1952	  

The Employee's Provident Fund and Miscellaneous Provisions Act, 1952 is enacted to
provide a kind of social security to the employees. The act mainly provides retirement or
old age benefits.

Any establishment which employs 20 or more employees. Except apprentice and casual
laborers, every Employee including contract labor who is in receipt of basic salary up to Rs.
15000 p.m. is covered by the EPF Act.

Company has to apply for the employer PF certificate if the above condition is satisfied.

§ Deduction from employee paycheck: 12% on employee basic salary

§ Employer Contribution: 12% on employee basic salary

§ Admin Charge: 1.36% on basic salary

§ All above deduction & contribution has to pay to the PF department every month on or

before 15th of the following month (online).

§ Relevant forms has to submit to the department (online) on or before prescribed date.



The	  Employee	  State	  Insurance	  Act,	  1948
The ESI Act is a social welfare legislation enacted with the object of providing certain
benefits to employees in case of sickness,maternity and employment injury.

As per the ESIC ACT when ten or more employees are working with the aid of Power
(like in Manufacturing Companies where the production is based on power) or twenty
or more employees are working without the aid of power and any of the employee(s)
(in case of factory) and all 20 employees (for other establishment) getting salary less
than 15000/-‐, then the ESICwill be applicable.

Company has to apply for the ESIC certificate if the above condition is satisfied.

§ Deduction from employee paycheck: 1.75% on employee on fixed gross salary

§ Employer Contribution: 4.75% on employee fixedgross salary

§ All above deduction & contribution has to be paid to the ESIC department every

month on or before 21st of the following month

§ Relevant forms has to be submitted (online) to the department as and when

required



Expected	  change	  on	  Maternity	  Benefits	  Act
TheMaternity Benefit Act, 1961, protects the employment of women during the time of maternity and

entitles them of a full paid absence from work to take care for the child. The amendment bill seeks to

increase maternity leave to 26weeks in all establishments, including private sector.

The act is applicable to all establishments employing 10 or more persons. The bill also provides 12

weeks leave for commissioning and adopting mothers and makes it mandatory to provide crèche facility

for establishment where the number of workers is 50 and above.

While there is already a provision of 26-‐week or 6 and a half month maternity leave for the government

employees, most private sector firms offer maximum three months of such leave. Besides, these

benefits are not provided at all in many smaller establishments. The bill may also have an enabling

provisions to allow working mothers to exercise work-‐from-‐home option. However, this enabling

provision will not be mandatory.



Payment	  of	  Gratuity	  Act,	  1972
§ The Payment	  of	  Gratuity	  Act,	  1972 has	  been	  enacted	  to	  

provide	  for	  a	  scheme	  for	  payment	  of	  gratuity	  to	  employees	  

upon	   their	  superannuation,	   retirement,	  resignation,	  death	  or	  

disablement	   due	  to	  accident	  or	  disease.	  

§ Gratuity	  is	  applicable	  to	  all	  the	  company

§ Gratuity	  is	  payable to	  the	  employee	  on	  the	  termination	  of	  

his/her	   employment	   after	  continuous	   service	  period	  of	  5	  

years

§ A	  period	  of	  5	  years	  is	  not	  relevant	  in	  case	  of	  death	  or	  

disablement

§ Company	  has	  to	  make	  provision	   every	  year	  @	  4.81%	  on	  	  	  

employee	  basic	  salary



Workmen’s	  Compensation	  Act,	  1923

If	  personal	  injury	   is	  caused	  to	  a	  workman	  by	  an	  

accident	  arising	  out	  of	  and	  in	  the	  course	  of	  his	  

employment,	   his	  employer	  shall	  be	  liable	  to	  pay	  

compensation	  as	  prescribe	  by	  the	  law.

Employee	  can	  be	  compensate	  under	  ESIC	  (if	  

covered)	  or	  through	   insurance	  company	  (policy	  

has	  to	  be	  taken	  for	  non	  ESIC	  employee)



Income	  Tax	  Act,	  1961,	  (employee	  related)
§ Every	  employer	  has	  to	  withhold	  TDS	  (Tax	  Deducted	  at	  Source)	  at	  the	  

time	  of	  monthly	  payout.

§ The	  withholding	  rate	  will	  be	  the	  rate	  as	  described	  under	  the	  Income	  	  

Tax	  Act	  and	  amend	  from	  year	  to	  year.

§ Employer	  has	  to	  consider	  all	  the	  exemption	  &	  deduction	  declared	  by	  

the	  employee	  	  while	  calculating	  withholding	  tax.

§ The	  deducted	  withholding	  tax	  amount	  has	  to	  pay	  online	  to	  the	  

Income	  Tax	  Department	   on	  or	  before	  7th of	  every	  month.

§ Form-‐16	  for	  Salary	  &	  12BA	  for	  perquisite	  has	  to	  submit	  to	  every	  

employee	  on	  annual	  basis.

§ Quarterly	  return	  has	  to	  be	  submit	  on	  or	  before	  15th days	  from	  end	  

of	  each	  quarter.



Employee	  Salary	  Structuring

Employee	  salary	  structuring	  should	   be	  done	   in	  such	  a	  way	  that	  it	  should	  comply	  

with	  all	  the	  norms/Act	  and	  at	  the	  same	  time	  it	  should	   give	  maximum	  tax	  saving	  

benefits	   in	  favor	  of	  employee.

Example	  of	  tax	  saving	  for	  the	  employee:

Monthly	  Conveyance	  Allowance:	  INR	  1600

Exemption	  under	  section	  10:	  INR	  1600

Taxable	  income	  to	  employee:	  NIL

Monthly	  House	  Rent	  Allowance:	  INR	  5000

Exemption	  under	  section	  10:	  3500

Taxable	  income	  to	  the	  employee:	  1500



Employee	  Documentation/Record	  Keeping
From	  the	  Employee:
1. Identity	  proof
2. Address	  proof
3. Educational	  certificates
4. PAN
5. Previous	  employer	  relieving	   letters,	  experience	  letter
6. Passport	  size	  photograph

To	  the	  Employee:
1. Offer	  Letter
2. Appointment	   Letter
3. Employee’s	  Handbook
4. Confirmation	   Letter
5. All	  other	  letters	  such	  as	  promotion	   letter,	  experience	  letter	  

and	  relieving	  letter.



Indian	  Salary	  Standard
The	  overallaverage	  salariesof	  analytics	  professionals	  across	  the	  country	  is 9.4 lakhs per	  annum.	  This	  is	  across	  
seniority	  levels	  and	  expertise.



Salary	  Trends	  across	  Experience	  Levels
Annual	  salary	  in	  lakh 4 7 11 17 28
Years	  of	  Experience 0	  -‐ 3 4	  -‐ 6 7	  -‐ 9 10	  -‐ 12 12+

Annual	  average	  salary	  across	  industries	  	  -‐ in	  Lakh



Hiring	  Employee	  
on	  

Company	  Payroll

Hiring	  Employee
On

Third	  Party	  Payroll

Manpower	  Planning
In	  India	  you	  can	  hire	  employee	  in	  following	  two	  ways:

Company	  can	  not	  put	  direct	  labour	  

to	  third	  party	  payroll,	  direct	  labour	  

who	  are	  engaged	  in	  direct	  production	  

and	  process	  activities.	  Other	  than	  

direct	  labour,	  all	  other	  employees	  can	  

be	  put	  on	  third	  party	  payroll.

Hiring	  an	  employee	  on	  your	  company	  

payroll	  will	  increase	  your	  

responsibility	  to	  manage	  Labour	  Law	  

Compliance,	  employee’s	  back-‐up	  in	  

case	  of	  exit.



Recruitment	  Portal	  in	  India	  – (chargeable	  based	  on	  requirements)



Job	  Analysis

Job	  
Advertisemen

t

Resume	  
Screening

Telephonic	  
Screening

Personal	  
Interview

Background	  
Check

Selection

Recruitment	  Process	  Flow



Reasons	  of	  Employee’s	  Attrition	  (Why	  do	  

employees	  leave	  the	  organization)

&

Corrective	  Action	  for	  Retention	  (How	  can	  you	  

retain	  the	  employee)





Compliance	  Treatment	  for	  Chinese	  Employee

Provident	  Fund	  (PF)

1. Compulsory	  PF	  registration	  without	  
headcount	  condition	  in	  case	  of	  Chinese	  
employee	  on	  boarding

2. PF	  should	  be	  calculated	  @	  12%	  on	  gross	  
salary,	  match	  the	  same	  contribution	  by	  
employer,

3. PF	  Withdrawal	  
§ Post	  the	  employee	  age	  of	  58	  years
§ Severe	  disability
§ As	  per	  SSA	  (Social	  Security	  Agreement)	  if	  

covered
§ Interest	  will	  be	  calculated	  up	  to	  3	  years	  

post	  exit	  date	  @	  the	  rate	  specified	  on	  
annual	  basis.

Income	  Tax

1. Resident
He/she	  was	  in	  India	  for	  182	  days	  during	  financial	  year	  
1st April	  	  to	  31	  March,
OR
60	  days	  in	  previous	  year	  &	  365	  days	  in	  four	  years	  
preceding	  to	  previous	  year
Treatment:	  All	  income	  should	  be	  treated	  taxable	  in	  
India	  subject	  to	  DTTA	  (double	  taxation	  avoidance	  
agreement)

2. Not	  Ordinary	  Resident
He/she	  was	  NRI	  for	  9	  out	  of	  10	  years,	  or	  he/she	  was	  in	  
India	  for	  less	  than	  or	  equal	  to	  769	  days	  in	  last	  7	  years.
Treatment:	  Only	  Indian	  income	  should	  be	  treated	  
taxable	  in	  India.



Indian	  V/s.	  Chinese	  Employee

Indian	  Employees

1. Employer	  can	  reduce	  PF	  liability	  on	  

PF	  contribution	  by	  putting	  PF	  cap	  

limit	  Rs.	  1800,	  or	  can	  exclude	  the	  non	  

PF	  member	  subject	  to	  basic	  salary,

2. People	  easily	  available	  on	  demand,

3. Immediate	  backup	  is	  available	  maybe	  

in	  day	  time,

4. Less	  employment	  formalities,

5. Aware	  about	  Indian	  working	  

standard.

Chinese	  Employees

1. Higher	  PF	  contribution	  by	  employer	  

that	  will	  increase	  the	  cost	  of	  salary,

2. People	  easily	  available	  to	  work	  in	  

India	  but	  not	  aware	  about	  Indian	  

standard,

3. Can	  be	  more	  productive	  compare	  to	  

Indian	  employee,

4. Difficult	  to	  plan	  backup,	  as	  

formalities	  require	  time	  &	  efforts.



A	  Manufacturing	  
Company
Recruitment
Solution

One day he writes to me with Draphant’s reference, that he is looking for some Sales
Manager. His companywas not incorporated in India and was under process.We suggested
him to sign a contract with us from his parent company. We shared a scan copy of the
agreement and he send us back the accepted copy on mail itself. No physical copy of the
contract is required in case of only recruitment. We then made a group on Wechat,
wherein my recruitment team and the concerned person was added. Then we started the
recruitment process, the company is intomanufacturing of auto ancillary tools and this is a
very small industry in India. We asked for more help from the concerned person so that we
can understand the role of the employees better, he helped us with some of his
competitors name and we focused on employees working with those organization. In just
few days time we were able to share few good candidates resume, and he shortlisted the
best suited candidates for interviews. Let me remind you, the concern person is in China,
we scheduled skype interviews and in two sessions he found a guy who was selected for
the Sales Manager role. Now there was another challenge, the company was yet under
incorporation process and an offer letter hadto issue to book the candidate. We suggested
them to issue the offer letter from the parent company for the time being, and once the
Indian company gets incorporated, issue a new offer letter, making the previous one null
and void. The candidate was issued an offer letter and hewill be joining the organisation on
1st October, 2016. Thus a lot of time and synergy was saved and the prime motive was
obtained.



A	  Petroleum	  pipeline	  company
Matter	  – PF	  Compliance	  violation

Post incorporation of the company, the PF amount was not paid for the last three years. One day a team of

officer raided their office and took the balance sheet of the company. It was found that they have paid an

amount more than 2.5 crores as salary to contractual employees. They had more than 500 employees

under 9 contractors. Since none of the contractor was registered under the PF act, thus the entire liability

comes to the organization.

Wisecor intervene into the matter. Wisecor showed itself in the back date as a contractor that has supplied

manpower to the company. Since Wisecor is registered under PF and follows the government rules, some

of the PF liability was reduced. Going forward Wisecor also met the PF officials and tried to settle the case.

After much struggle the case was settled wherein the organization was liable to pay less than 20% of the

total amount of penalty and the case was settled.



An	  IT	  
company

The front office and admin executivewent on amaternity leave and since

this is a very important position, it cannot be left vacant. Moreover with

recent updates in the maternity benefit laws of India it has been

proposed to extend the maternity leave period from 12 weeks to 26

weeks. It is tough to find good employees for shorter period, because

nobody wants to stake their career for temporary work. Wisecor team

has been assigned this work and Wisecor have already shortlisted 5

candidates for this post. The concern person from the organization was

travelling to China and has arrived in India recently, the interview has

been scheduled for the next week. The employee thus selected will be on

Wisecor’s payroll and no employee compliance would be applicable on

the organization

Maternity	  Leave



A	  Power	  
Company

The organization needed to recruit few sales manager and office admin

having Chinese lingual abilities. They contacted us while they were in

China, the entire conversation took place on emails and Wechat. But

somewhere we were not able to understand the exact requirements of

the clients; it was observed that the resume shared by us was slightly

higher than their budget. Co incidentally the concerned person from the

organization visited for some work of his client to Mumbai suburb. I met

him and understand his requirements exactly what he was looking for,

instructed my team to search candidates on those filters. My team

searched candidates on those grounds and the interviews are going on.

Looking at the busy schedule, it is not possible to have in-‐person

interviews all the time, we convince the candidates to take the interview

on skype or wechat.. The interviews would be done shortly and we expect

Recruitment



FAQ’s
1)	  We	  don’t	  have	  a	  company	  incorporated	  yet	  in	  India,	  can	  we	  recruit	  people?
Yes,	  you	  can	  recruit	  people,	  you	  need	  a	  consultant	  who	  can	  recruit	  and	  pay	  salary	  to	  the	  
employees	  on	  your	  behalf.	  You	  can	  have	  a	  contract	  with	  the	  consultant	  from	  your	  parent	  
company	  and	  once	  your	  Indian	  entity	   is	  incorporated,	  you	  can	  change	  the	  contract.

2)	  Can	  we	  pay	  directly	  from	  the	  parent	  company?
Yes,	  you	  can.	  But	  please	  note	  that	  the	  expense	  has	  to	  be	  booked	   in	  the	  parent	  company	  as	  export	  
of	  services	  and	  it	  can	  be	  directly	  paid	  from	  the	  parent	  company.	  Currency	  can	  be	  either	  USD	  or	  
INR.	  

3)	  Can	  we	  pay	  the	  consultant	  in	  USD?
Yes,	  you	  can	  pay	  the	  consultant	   in	  USD,	  but	  there	  will	  be	  forex	  charges	  associated	  with	  the	  
exchange	  of	  currency.
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