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FOREWORD 

Since its establishment in 1976, Acharya Nagarjuna University has been 

forging ahead in the path of progress and dynamism, offering a variety of courses 

and research contributions. I am extremely happy that by gaining ‘A+’ grade from 

the NAAC in the year 2024, Acharya Nagarjuna University is offering educational 

opportunities at the UG, PG levels apart from research degrees to students from 

over 221 affiliated colleges spread over the two districts of Guntur and Prakasam.  

The University has also started the Centre for Distance Education in 2003-

04 with the aim of taking higher education to the door step of all the sectors of the 

society. The centre will be a great help to those who cannot join in colleges, those 

who cannot afford the exorbitant fees as regular students, and even to housewives 

desirous of pursuing higher studies. Acharya Nagarjuna University has started 

offering B.Sc., B.A., B.B.A., and B.Com courses at the Degree level and M.A., 

M.Com., M.Sc., M.B.A., and L.L.M., courses at the PG level from the academic 

year 2003-2004 onwards.  

To facilitate easier understanding by students studying through the distance 

mode, these self-instruction materials have been prepared by eminent and 

experienced teachers. The lessons have been drafted with great care and expertise 

in the stipulated time by these teachers. Constructive ideas and scholarly 

suggestions are welcome from students and teachers involved respectively. Such 

ideas will be incorporated for the greater efficacy of this distance mode of 

education. For clarification of doubts and feedback, weekly classes and contact 

classes will be arranged at the UG and PG levels respectively.  

It is my aim that students getting higher education through the Centre for 

Distance Education should improve their qualification, have better employment 

opportunities and in turn be part of country’s progress. It is my fond desire that in 

the years to come, the Centre for Distance Education will go from strength to 

strength in the form of new courses and by catering to larger number of people. My 

congratulations to all the Directors, Academic Coordinators, Editors and Lesson-

writers of the Centre who have helped in these endeavors.  

Prof. K. Gangadhara Rao 

M.Tech., Ph.D., 

Vice-Chancellor I/c  

Acharya Nagarjuna University. 
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Objectives: 
 

a. To define in unambiguous terms the night and responsibilities of various service 
ponders of Tourism. 

b. To become aware of Hospitality Industry regulations that protect business reputation. 
c. To have a comprehensive idea of the laws relating to employees, an employer 

includes legislation on employee health, safety, and labor law.  
 
Unit– I 
INTRODUCTION TO HOTEL AND TOURISM LAWS - Regulations for Travel and 
Tourism Business - Regulation Governing Tourism Organizations - Laws Governing the 
Hotel Industry - Laws Requirements in Hotel Business - Laws Relating to Planning and 
Designing. 
Learning Outcome: 
 Understand the various basic regulations for the Travel and Tourism Business.  

 
Unit - II 
THE GUEST AND THE HOTEL - Obligations of Hotelier - Liability of Hotelier - The 
rights of a Hotelier - Law of Contract - Contractual Relationship - Duties and Obligations of a 
Hotel - Breach of Contract. 
Learning Outcome: 
 Acquire knowledge of the rights and responsibilities of a hotelier.   

 
Unit - III 
LAWS RELATING TO REGISTRATION AND APPROVAL OF HOTEL - Types of 
Licenses - Power of Licensing Authorities - Bar and Liquor License - Liquor Licensing Laws 
- Offences against Licensing Laws - Occasional License - Duties of License. 
Learning Outcome: 
 Understand the different procedures of licenses & approvals to a hotel.    

 
Unit - IV 
FOOD AND BEVERAGE LAWS - Prevention of Food Adulteration Act, 1954 - Duties of 
Persons Handling food and Beverage and Personal Hygiene - General guidelines for food & 
Beverage Establishment. 
Learning Outcome: 
 Aware of the guidelines and laws regarding food & beverages hygiene, adulteration,  

& preservation   
 
Unit - V 
LAWS RELATING TO EMPLOYMENT AND WELFARE - Obligations of the 
Employer - Duties of the Employee - Termination of Employment - Hotel's Liability to others 
- Employee Welfare & Social Security: Equal Remuneration Act, 1976 - The Employee's 
Provident Fund Act, 1952- The Minimum Wages Act, 1948 - The Workmen's Compensation 
Act, 1923 - New Pension Scheme, 2005. 
Learning Outcome: 
 Get knowledge of welfare & social security measures of employees through the 

concerned Acts. 
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Unit 1: Introduction to Hotel and Tourism 
Law 

Objectives  

Understand the significance of laws in hospitality 

1. Identify the scope and sources of hotel and tourism. 
2. Outline regulations for travel and tourism businesses 
3.  Explain the role and governance of tourism Analyse major laws  
4. governing the hotel industry List and describe legal requirements for hotel 

business  
5. Understand laws and guidelines related to planning and designing. 

1 Introduction to Hotel and Tourism Laws 

Hospitality laws govern the reception and entertainment of guests, encompassing a wide 
range of establishments and services such as hotels, restaurants, travel agencies, and related 
tourism activities. In India, the hospitality and tourism industry has experienced remarkable 
growth since the economic liberalization of 1991, expanding to include diverse segments like 
lodging, food and beverage services, event planning, and comprehensive tourism experiences. 

The primary objectives of these laws are to safeguard the interests of both guests and 
employees, ensure high standards of professionalism in day-to-day operations, minimize the 
risk of litigation through strict regulatory compliance, and promote sustainable as well as fair 
trade practices. These laws draw from historical legal systems, primarily influenced by 
British Common Law and elements of Civil Law traditions. Hotel and tourism managers must 
possess a thorough understanding of these regulations to effectively manage risks in an 
industry that operates round-the-clock, involving constant guest interactions, contractual 
agreements, and stringent safety requirements. 

The core operational areas of hospitality include Front Office, Housekeeping, Food & 
Beverage Service, and Food Production, while essential support functions encompass Human 
Resources, Marketing, Finance, Security, and others. The major focus of regulatory 
frameworks is to oversee and standardize the activities of hotels, travel agents, tour operators, 
tourist guides, and industry associations, thereby ensuring competency, operational stability, 
and overall excellence in service delivery. 
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Student Activities 

These activities promote practical learning and application: 

1. Group Discussion — 

…………………………………………………………………………………………
…………………………………………………………………………………………
…………………………………………………………………………………………
…………………………………………………………………………………………
…………………………………………………………………………………………
…………………………………………………………………………………………
…………………………………………………………………………………………
…………………………………………………………………………………………
………………….. Debate the need for a single central Tourism Act in India versus 
the current multi-law framework. 

 

2. Regulations for Travel and Tourism Business 
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Travel and tourism businesses in India, encompassing travel agents, tour operators, adventure 
tour operators, domestic tour operators, inbound tour operators, and tourist transport 
operators, operate under a regulatory framework primarily administered by the Ministry of 
Tourism, Government of India. While there is no mandatory central licensing requirement for 
these entities, obtaining official recognition or approval from the Ministry is strongly 
encouraged cycie as it confers significant credibility, enhances market visibility, and unlocks 
access to various government incentives and promotional schemes. These include 
participation in international travel marts, eligibility for Market Development Assistance 
(MDA), priority in government tourism campaigns, and benefits under national initiatives 
aimed at boosting inbound and domestic tourism. 

The Ministry of Tourism has implemented the e-Travel Trade Recognition system, a fully 
online, voluntary scheme designed to streamline approvals and promote ease of doing 
business. Revised guidelines govern the recognition process for different categories of service 
providers, with applications submitted through the dedicated portal on the Ministry's website 
or the national services platform. Key categories include Inbound Tour Operators (handling 
foreign tourists), Travel Agents (facilitating bookings and itineraries), Domestic Tour 
Operators, Adventure Tour Operators (specializing in activities like trekking and rafting), and 
Tourist Transport Operators. Eligibility criteria typically involve minimum operational 
requirements such as adequate office space, qualified and experienced staff (often with 
degrees or diplomas in tourism), financial stability evidenced by turnover statements or bank 
guarantees, and a commitment to ethical practices and tourist safety. The process emphasizes 
time-bound approvals, self-certification for certain documents, and periodic renewals to 
maintain status. 

In addition to Ministry recognition, several statutory licenses and registrations are mandatory 
for lawful operation. GST registration is compulsory for tax compliance on services rendered, 
while a trade license from the local municipal authority ensures adherence to local business 
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norms. Registration under the state-specific Shops and Establishments Act regulates 
employee working conditions, wages, and holidays. For businesses involved in international 
air ticketing, IATA accreditation, though optional, is highly valuable for credibility and direct 
access to airline systems. Public liability insurance, vehicle permits for transport operators, 
and compliance with immigration rules for inbound tourism are also critical. State 
governments may impose additional requirements, such as specific licenses for adventure 
activities or tourist transport. 

Although no dedicated central legislation exists exclusively for travel agents and tour 
operators, they are subject to a range of general laws that ensure accountability and consumer 
protection. The Consumer Protection Act, 2019, plays a pivotal role by mandating 
transparent disclosures, fair contract terms, and efficient grievance redressal mechanisms, 
holding operators liable for deficiencies like itinerary misrepresentation or service failures. 
Other applicable laws include the Indian Contract Act for binding agreements with clients, 
the Motor Vehicles Act for transport safety, and customs and forex regulations under FEMA 
for international transactions. Emphasis is laid on operators demonstrating strong 
communication skills, in-depth knowledge of customs and visa procedures, and prioritizing 
tourist safety through risk management, trained guides, and emergency protocols. 

Industry associations significantly contribute to self-regulation and advocacy. Prominent 
bodies such as the Indian Association of Tour Operators (IATO), Travel Agents 
Association of India (TAAI), Association of Domestic Tour Operators of India 
(ADTOI), and Adventure Tour Operators Association of India (ATOAI) work closely 
with the government to formulate policies, organize training programs, and represent member 
interests. These associations promote best practices, ethical standards, and sustainable 
tourism while liaising for incentives and resolving operational challenges. Overall, the 
regulatory ecosystem balances flexibility with accountability, fostering growth in a sector 
vital to India's economy while safeguarding tourist interests. 

3. Regulations Governing Tourism Organisations 

The governance and regulation of India's tourism sector are managed through a structured 
hierarchy of organisations at central, state, and private levels, along with influences from 
international bodies. While there is no dedicated central legislation exclusively for tourism, 
the sector is guided by policies, guidelines, and administrative mechanisms that ensure 
coordinated development, quality standards, and stakeholder collaboration. The Ministry of 
Tourism, Government of India, serves as the apex body responsible for policy formulation, 
promotion, infrastructure development, and regulation of tourism service providers across the 
country. 

The Ministry issues comprehensive guidelines for the approval, classification, and operation 
of various tourism entities. These cover a wide range of service providers, including Online 
Travel Aggregators (OTAs), tourist transport operators, accommodations (hotels, guest 
houses, homestays), tour operators, travel agents, convention centres, and adventure tour 
operators. Through its Hotel and Restaurant Approval and Classification Committee 
(HRACC), the Ministry administeres the voluntary star classification system for hotels (1-
Star to Heritage Grand). It also releases Standard Operating Procedures (SOPs) for safety, 
hygiene, responsible tourism, and crisis management. Other attached bodies, such as the 
India Tourism Development Corporation (ITDC), manage government-owned hotels, 
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transport services, and events, while schemes like Swadesh Darshan, PRASHAD, and 
Incredible India drive promotional and infrastructural growth. 

At the state level, State Tourism Departments and State Tourism Development 
Corporations (e.g., Andhra Pradesh Tourism Development Corporation, Kerala Tourism 
Development Corporation) implement central policies, promote local destinations, manage 
state-specific approvals, and develop regional tourism circuits. They often collaborate with 
the Ministry for funding and joint marketing initiatives. 

Prominent trade associations play a vital role in self-regulation, advocacy, and industry 
representation. The Federation of Hotel & Restaurant Associations of India (FHRAI), 
established in 1954, is the apex body that unites four regional associations (North, South, 
East, West) and represents over 50,000 hotels and restaurants. It actively lobbies with the 
government on policy matters, taxation, licensing issues, and infrastructure development. 
Other key associations include the Hotel Association of India (HAI), Indian Association of 
Tour Operators (IATO), Travel Agents Association of India (TAAI), and Adventure 
Tour Operators Association of India (ATOAI), which focus on ethical standards, training, 
and sector-specific advocacy. 

Internationally, India aligns with global standards influenced by organisations such as the 
United Nations World Tourism Organization (UNWTO), World Travel & Tourism 
Council (WTTC), International Organization for Standardization (ISO) for quality 
management, and health/safety protocols from the World Health Organization (WHO). 
Commitments under the World Trade Organization's (WTO) General Agreement on Trade in 
Services (GATS) also shape inbound tourism policies. 

Although no comprehensive central Tourism Act exists, the National Tourism Policy of 
2002 remains a foundational document emphasizing sustainable, responsible, and inclusive 
tourism development, with focus areas like infrastructure, human resource development, and 
marketing. Subsequent initiatives and draft policies have built upon this framework. 

Additionally, hotels and tour operators dealing with international tourists must comply with 
foreigner registration requirements administered by the Foreigners Regional 
Registration Offices (FRRO) or through the online 'C-Form' submission system. This 
mandates reporting details of foreign guests to ensure security and immigration compliance, 
with penalties for non-adherence. 

Collectively, these organisations foster a collaborative ecosystem that balances regulation, 
promotion, and sustainable growth in India's vibrant tourism sector. 
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ACTIVITY -2  

Field Visit —  

…………………………………………………………………………………………………
…………………………………………………………………………………………………
…………………………………………………………………………………………………
…………………………………………………………………………………………………
…………………………………………………………………………………………………
…………………………………………………………………………………………………
……………………………..Visit a nearby classified hotel (3-Star or above) and identify 
visible compliance features (e.g., fire safety equipment 

 

4. Laws Governing the Hotel Industry 

The hotel industry is governed by multiple central and state laws, categorized as: 

Category Key Laws/Acts 
Establishment & 
Construction 

Foreign Exchange Management Act (FEMA) 1999, Land Laws, 
Industrial Licensing, Environmental Clearance (Ministry of 
Environment & Forests). 

Operations & 
Maintenance 

Shops & Establishments Act, Food Safety and Standards Act (FSSAI) 
2006, Prevention of Food Adulteration, Legal Metrology Act 2009 
(weights/measures), Copyright Act 1957 (music/events). 

Employment Minimum Wages Act, Payment of Wages Act, Employees Provident 
Fund Act 1952, ESI Act 1948, Apprentices Act, Contract Labour Act. 

Safety & 
Environment 

Fire Precautions Act, Pollution Control Acts (Air, Water, Noise), Energy 
Conservation Act 2001. 

Taxation GST, Luxury Tax, Income Tax, Expenditure Tax. 
Others Sarais Act 1867 (innkeepers' liability), Consumer Protection Act, Indian 

Contract Act 1872. 

Hotel classification (1-5 Star, Heritage) by HRACC, Ministry of Tourism (voluntary but 
beneficial for branding). 

5. Legal Requirements in Hotel Business 

Hotels require multiple licenses at project and operational stages. Key ones: 

License/Certificate Issuing Authority Purpose 
Police License/Eating House 
License 

Local Police Commissioner Guest registration and 
security. 

FSSAI License Food Safety and Standards 
Authority 

Food hygiene and 
standards. 

Fire NOC Fire Department Safety arrangements. 
Bar/Liquor License State Excise Department Serving alcohol (state-
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specific). 
Shops & Establishments 
License 

Labour Department Working hours, wages, 
leaves. 

GST Registration GST Authorities Tax compliance. 
Pollution Control Certificate State Pollution Control Board Environmental norms. 
Lift/Elevator Clearance Electrical Inspector Safety inspection. 
Music License PPL/IPRS (Copyright 

societies) 
Playing music/events. 

FRRO Registration Foreigners Regional 
Registration Office 

Foreign guest details. 

Hotel Classification Approval Ministry of Tourism Star rating 
(project/operational   

Additional: PF/ESI for employees, Signage License, Weights & Measures approval. 

Failure to comply can lead to fines, closure, or litigation. 

 

 

6. Laws Relating to Planning and Designing 

Laws ensure safe, hygienic, and environmentally friendly hotel construction. 

Key requirements: 

 Building Codes: National Building Code standards (structure, fire safety, energy 
efficiency, occupancy). 

 Access & Parking: Separate entrances for guests/staff; parking based on capacity. 
 Environmental Laws: 

o Environmental Clearance (CEC) from Ministry of Environment. 
o Air/Water Pollution Control Acts. 
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o Noise Pollution Rules 2000. 
o Energy Conservation Act (BEE star ratings). 

 Sanitation: Hygienic sewage/drainage; water supply standards. 
 Safety Features: Fire escapes, elevators (6-12 month inspections), swimming pools 

(lifeguards, chemical safety). 
 Visibility & Surroundings: Blend with landscape; clear signage. 
 Certifications: LEED, ISO 14001, EarthCheck for sustainability. 

 

 

ACTIVITY - 3.  

Role Play — 

…………………………………………………………………………………………………
…………………………………………………………………………………………………
…………………………………………………………………………………………………
…………………………………………………………………………………………………
…………………………………………………………………………………………………
…………………………………………………………………………………………………
……………………………... Simulate a hotel license application process involving the 
manager, local authorities, and pollution board officials. 
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Lesson Summary 

This unit introduces the complex legal framework governing India's hotel and tourism 
industry, which lacks a single central act but relies on multiple statutes (e.g., Sarais Act, 
FSSAI, Consumer Protection Act), Ministry of Tourism guidelines, and state laws. Key areas 
include regulations for travel/tourism businesses, roles of organisations (Ministry, FHRAI), 
diverse laws for hotel establishment/operations, mandatory licenses, and planning/design 
norms (NBC, environmental clearances). Understanding these ensures guest safety, ethical 
practices, sustainability, and risk minimization in a highly regulated sector. 

Case Study 

Case: Non-Compliance with Fire Safety Norms – The Carlton Hotel Fire (2010, Delhi) 
and Its Legal Implications 

In 2010, a fire at the Carlton Hotel in Delhi resulted in loss of life and property due to 
inadequate fire safety measures, including blocked exits and missing sprinklers. The hotel 
lacked updated Fire NOC and violated the National Building Code. 

Key Issues: 

 Violation of state fire safety rules and NBC guidelines. 
 Negligence under tort law and criminal liability (IPC Sections 304A for causing death 

by negligence). 
 Non-renewal of mandatory Fire NOC. 

Outcome: 

 Owners faced criminal prosecution. 
 Heavy fines and temporary closure. 
 Highlighted the need for regular audits. 

Discussion Questions: 

1. How could compliance with Fire NOC and NBC have prevented the incident? 
2. Analyse the role of vicarious liability on hotel management. 
3. What lessons can modern hotels learn regarding planning, design, and operational 

safety laws? 

(This case underscores the critical importance of safety regulations in hotel operations.) 

Self-Assessment Questions 

Multiple Choice Questions (MCQs): 

1. Which act is the oldest law governing inns in India? (a) Consumer Protection Act (b) 
Sarais Act, 1867 (c) FSSAI Act (d) FEMA Answer: (b) 

2. Hotel classification in India is administered by: (a) FHRAI (b) HRACC (c) ITDC (d) 
IATO Answer: (b) 
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3. Mandatory license for food hygiene in hotels: (a) Bar License (b) FSSAI (c) GST (d) 
Police License Answer: (b) 

Short Answer Questions: 

1. List any five mandatory licenses for hotel operations. 
2. Explain the role of the Ministry of Tourism in regulating tour operators. 
3. What is innkeeper's liability under the Sarais Act? 

Long Answer Questions: 

1. Discuss the importance of environmental laws in hotel planning and design. 
2. Analyse the consequences of non-compliance with mandatory licenses. 

Keywords 

 Hospitality Laws 
 Ministry of Tourism 
 HRACC 
 Hotel Classification 
 FSSAI 
 Fire NOC 
 Sarais Act 
 Innkeeper's Liability 
 National Building Code (NBC) 
 Environmental Clearance 
 FHRAI 
 Consumer Protection Act 
 GST Registration 
 Shops & Establishments Act 
 Pollution Control Certificate 

 

Readings/References/Textbooks 

Recommended Textbooks: 

1. Hotel and Tourism Laws by Dr. Jagmohan Negi (Universal Law Publishing). 
2. Hospitality Law: Managing Legal Issues in the Hospitality Industry by Stephen Barth 

(adapted for Indian context). 
3. Tourism and Hotel Laws by Sudhir Andrews (Tata McGraw Hill). 
4. Legal Aspects of Hospitality Management by R.K. Malhotra. 

References/Online Resources: 

 Ministry of Tourism, Government of India website (tourism.gov.in) – Guidelines for 
classification, recognition, and approvals. 

 Food Safety and Standards Authority of India (fssai.gov.in). 
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 National Building Code of India 2016 (BIS website). 
 FHRAI publications and white papers on policy reforms. 
 Consumer Protection Act, 2019 (via India Code website). 
 Research articles from journals like Journal of Hospitality and Tourism Management. 
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UNIT-II 

THE GUEST AND THE HOTEL 

2.0 Objectives of the Lesson 

After studying this lesson, you will be able 

1. To understand the legal obligations of a hotelier towards guests, including duties 

related to accommodation, safety, and service delivery. 

2. To examine the liability of a hotelier in cases of loss, damage, injury, or negligence, 

and understand the legal principles governing such liability. 

3. To analyse the rights of a hotelier, including the right to refuse accommodation, lien 

over guest property, and recovery of dues. 

4. To explain the concept of law of contract and contractual relationship between a hotel 

and its guests, including essential elements of a valid contract. 

5. To evaluate duties and obligations of a hotel under contract law and identify situations 

constituting breach of contract, along with available legal remedies. 

Structure 

2.1 Introduction  

2.2 Obligations of Hotelie 

2.3 Liability of Hotelier  

2.4  The rights of a Hotelier  

2.5  Law of Contract  

2.6  Contractual Relationship  

2.7 Duties and Obligations of a Hotel  

2.8  Breach of Contract. 

2.9 Summary 

2.10 Case study 
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2.11 Key words 

2.12 Self Assessment Questions 

2.13 Further Readings 

2.1 Introduction 

The hospitality industry operates within a well-defined legal framework that governs the 

relationship between a hotel and its guests. A hotelier is expected to provide safe 

accommodation, protect guest property, and exercise reasonable care in delivering services. 

Failure to meet these responsibilities may result in legal liability for loss, damage, or injury. 

At the same time, a hotelier enjoys certain legal rights, including the right to refuse 

accommodation on valid grounds and the right of lien to recover unpaid dues. The principles 

of the Law of Contract form the foundation of the hotel–guest relationship, as booking and 

providing accommodation create a contractual relationship with mutual rights and 

obligations. Any failure to fulfill agreed terms may amount to a breach of contract, giving rise 

to legal remedies. Understanding these principles is essential for effective and lawful hotel 

management. 

2.2 Obligations of a Hotelier 

The hospitality industry operates on trust, safety, and service excellence. The relationship 

between a hotelier and a guest is primarily contractual in nature and is governed by the 

principles of the Law of Contract, common law relating to innkeepers, and relevant statutory 

provisions such as the Consumer Protection Act. A hotelier, being a provider of public 

accommodation, is legally and morally bound to fulfil certain obligations toward guests. 

These obligations ensure safety, fairness, and quality service in hospitality operations. 

1. Duty to Receive Guests 

One of the fundamental obligations of a hotelier is the duty to receive guests without unjust 

discrimination. Traditionally, an innkeeper was obliged to provide accommodation to any 

traveller who sought lodging and was willing to pay. In modern hospitality practice, a hotel 

may refuse accommodation only on reasonable grounds such as: 

 Non-availability of rooms 

 Guest being intoxicated or disorderly 
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 Guest suffering from contagious disease 

 Inability or unwillingness to pay 

 Threat to safety or security 

Refusal on discriminatory grounds such as race, religion, gender, or nationality is unlawful. 

This obligation reflects the public service character of hotels. 

2. Duty to Provide Safe and Secure Accommodation 

A hotelier must provide accommodation that is safe, hygienic, and fit for occupation. This 

includes: 

 Structurally sound buildings 

 Fire safety measures (alarms, extinguishers, emergency exits) 

 Proper lighting and surveillance 

 Clean and sanitary rooms 

 Safe drinking water 

If a guest suffers injury due to unsafe premises (e.g., slippery floors, faulty elevators, 

electrical hazards), the hotelier may be held liable for negligence. The duty of care extends to 

both physical safety and protection from foreseeable harm. 

3. Duty to Protect Guest Property 

Historically, innkeepers were held strictly liable for the loss of guest property. Today, the 

standard applied is one of reasonable care. A hotelier must take adequate precautions to 

safeguard guest belongings brought within hotel premises. 

Modern hotels discharge this duty by: 

 Providing in-room lockers 

 Maintaining safe deposit vaults 

 Installing CCTV cameras 

 Employing security personnel 
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If loss occurs due to negligence of hotel staff, the hotelier is liable. However, liability may be 

limited if the guest fails to use provided safety facilities or if loss occurs due to unavoidable 

circumstances (Act of God). 

4. Duty to Provide Services as Promised 

When a hotel confirms a booking, it undertakes to provide the agreed accommodation and 

services. These include: 

 Room of agreed category 

 Amenities included in tariff 

 Housekeeping services 

 Food and beverage services (if included) 

Failure to provide promised services, such as cancelling a confirmed booking without 

justification, constitutes breach of contract. In the era of online bookings, this obligation has 

gained greater importance due to reputational risks. 

5. Duty of Privacy and Confidentiality 

Guests are entitled to privacy during their stay. A hotelier must ensure: 

 No unauthorized entry into guest rooms 

 Confidential handling of guest information 

 Protection of personal data 

Disclosure of guest details without consent may result in legal consequences and reputational 

damage. 

6. Duty to Maintain Non-Discriminatory Practices 

Hotels must follow principles of equality and fairness. Discriminatory practices violate 

constitutional values and consumer protection laws. Equal access to services is a fundamental 

obligation. 

7. Duty to Comply with Statutory Regulations 

Hotels must comply with various laws and regulations, including: 

 Fire safety regulations 
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 Health and sanitation standards 

 Food safety laws 

 Labour laws 

 Environmental regulations 

Non-compliance may attract penalties, cancellation of licenses, and civil liability. 

8. Duty to Act Without Negligence 

Negligence refers to failure to exercise reasonable care. A hotelier must ensure that staff are 

properly trained and supervised. For example: 

 Serving contaminated food 

 Failing to repair dangerous facilities 

 Inadequate security measures 

Such negligence makes the hotel legally accountable. 

Conclusion 

The obligations of a hotelier are both legal and ethical in nature. They arise from the 

contractual relationship with guests and from the broader responsibility of providing public 

accommodation. These obligations include the duty to receive guests without discrimination, 

provide safe and secure lodging, protect guest property, honour contractual promises, ensure 

privacy, and comply with statutory requirements. 

For MBA students and future hospitality managers, understanding these obligations is 

essential not only for legal compliance but also for maintaining service quality, customer 

satisfaction, and brand reputation. Effective management of these obligations reduces 

disputes, enhances trust, and strengthens long-term sustainability in the hospitality industry. 

2.3 Liability of a Hotelier 

Introduction 

The liability of a hotelier is a fundamental aspect of hospitality management, encompassing 

the legal responsibilities a hotel has toward its guests. It involves ensuring safety, protecting 
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property, and fulfilling contractual obligations. The liability framework is shaped by the Law 

of Contract, principles of tort law, and consumer protection statutes. 

Liability for Loss of Guest Property 

Historically, innkeepers were held strictly liable for the loss of guest property, ensuring that 

guests’ belongings were protected. In modern practice, liability is generally based on 

negligence. A hotelier is liable if the loss results from inadequate security measures, 

employee misconduct, or failure to provide proper protective facilities like safe deposit 

boxes. However, liability may not be established if the loss is due to the guest’s own 

negligence or acts beyond the hotel’s control, such as natural disasters. 

Liability for Personal Injury 

A hotelier owes a duty of care to ensure that the premises are safe for guests. Liability arises 

if injuries occur due to unsafe conditions, such as slippery floors, defective elevators, fire 

hazards, or poor maintenance. The hotel must regularly inspect and maintain facilities to 

prevent such injuries. Failure to do so can lead to legal accountability under tort law. 

Liability for Employee Negligence 

Under vicarious liability, a hotelier is responsible for the wrongful acts of employees 

performed during their employment. For instance, if housekeeping staff steals from a guest or 

if a chef’s negligence causes food poisoning, the hotel is liable. This means that the hotel 

must ensure proper training and supervision of staff to mitigate risks. 

Liability for Breach of Contract 

When a hotel confirms a reservation, it forms a binding contract with the guest. Liability for 

breach arises if the hotel cancels a booking without valid reason, provides substandard 

services, or fails to honor the agreed terms. For example, overbooking that results in denying 

accommodation constitutes a breach of contract, making the hotel liable for damages or 

compensation. 

Liability under Consumer Protection Law 

The Consumer Protection Act treats guests as consumers, allowing them to seek redress for 

deficiencies in service or negligence. If a hotel fails to meet reasonable standards, guests can 

approach consumer courts for compensation. This legal framework ensures that hotels 

maintain high service standards and address any grievances promptly. 
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Limitations of Liability 

While hoteliers strive to protect themselves from excessive liability, certain limitations apply. 

Liability can be limited if proper notices are displayed, if safe deposit facilities are offered, or 

if the loss is due to factors like force majeure or guest negligence. However, such limitations 

are not valid in cases of gross negligence or intentional misconduct. 

Conclusion 

The liability of a hotelier is a complex and critical area in hospitality management. It requires 

balancing legal obligations with operational practices to ensure guest safety, protect property, 

and uphold contractual commitments. By understanding and managing liability effectively, 

hoteliers can minimize legal risks, enhance guest trust, and maintain a positive reputation in 

the industry. 

2.4 Rights of a Hotelier 

Introduction 

A hotelier is a person who owns or manages a hotel and provides accommodation, food, and 

other services to guests for consideration (payment). While the law imposes several duties on 

hoteliers for the protection of guests, it also grants certain rights to safeguard their business 

interests, property, and reputation. These rights are mainly derived from Common Law and 

Contract Law. Understanding these rights is essential for effective hotel management. 

1. Right to Refuse Accommodation 

A hotelier has the right to refuse accommodation under reasonable and lawful circumstances. 

Although hotels are generally expected to receive travelers, accommodation can be denied if: 

 The hotel is fully occupied. 

 The guest is intoxicated or behaving disorderly. 

 The guest is suffering from a contagious disease. 

 The guest is unable or unwilling to pay. 

 The guest carries dangerous or illegal goods. 

However, refusal must not be based on discrimination such as race, religion, caste, gender, or 

nationality, as this may violate legal provisions. 
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2. Right to Receive Payment 

Since a hotel is a commercial establishment, the hotelier has the right to: 

 Fix tariffs for rooms, food, and other services. 

 Demand advance payment or deposit. 

 Charge for additional services such as laundry, room service, and amenities. 

If a guest fails to pay the bill, the hotelier can initiate legal proceedings to recover the dues. 

3. Right of Lien 

The right of lien is one of the most important rights of a hotelier. Lien means the right to 

retain possession of a guest’s property until the outstanding bill is paid. 

If a guest leaves without settling the account, the hotelier may detain the luggage and 

belongings brought into the hotel. In certain cases, after following legal procedures, the 

hotelier may even sell the goods to recover the amount due. This right protects the hotelier 

from financial loss. 

4. Right to Evict a Guest 

A hotelier has the right to evict a guest under the following circumstances: 

 Non-payment of hotel charges. 

 Violation of hotel rules and regulations. 

 Immoral or illegal activities. 

 Creating nuisance or disturbance to other guests. 

 Expiry of the agreed period of stay. 

The eviction must be done in a lawful and reasonable manner without using unnecessary 

force. 

5. Right to Frame Rules and Regulations 

A hotelier has the authority to frame reasonable rules and regulations for the smooth 

functioning of the hotel. These may include: 

 Check-in and check-out timings. 
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 Rules regarding pets and smoking. 

 Safety and security guidelines. 

 Visitor policies. 

Guests are expected to follow these rules during their stay. 

Conclusion 

In conclusion, while hoteliers have important duties towards guests, they also possess certain 

legal rights to protect their business interests. Rights such as refusal of accommodation, right 

to receive payment, right of lien, right to evict, and the right to frame rules ensure the proper 

management and security of the hotel. A proper balance between rights and duties is essential 

for the smooth functioning of the hospitality industry. 

2.5 Law of Contract 

Introduction 

The Law of Contract is one of the fundamental branches of commercial law that governs 

agreements between parties. It lays down the rules and regulations relating to formation, 

execution, and enforcement of contracts. In India, the Law of Contract is governed by the 

Indian Contract Act, 1872. The Act defines the rights and duties of the parties involved and 

provides remedies in case of breach. The law ensures that promises made in business and 

commercial transactions are legally binding and enforceable. 

Meaning of Contract 

According to Section 2(h) of the Indian Contract Act, 1872, a contract is an agreement 

enforceable by law. An agreement is formed when one party makes an offer and the other 

party accepts it. However, not every agreement becomes a contract. Only those agreements 

that are legally enforceable and fulfill certain essential elements are considered valid 

contracts. Thus, all contracts are agreements, but all agreements are not contracts. 

Essential Elements of a Valid Contract 

For a contract to be valid and legally enforceable, certain essential elements must be present. 

First, there must be a lawful offer made by one party and a lawful acceptance by the other. 

The acceptance must be absolute and unconditional. Second, there must be an intention to 

create a legal relationship between the parties. Third, there must be lawful consideration, 
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which means something of value must be given in return. Fourth, the parties must be 

competent to contract, meaning they must be majors, of sound mind, and not disqualified by 

law. Fifth, the consent of the parties must be free from coercion, undue influence, fraud, 

misrepresentation, or mistake. Lastly, the object of the contract must be lawful and the 

agreement must be certain and capable of performance. 

Types of Contracts 

Contracts can be classified into different types based on formation, performance, and validity. 

On the basis of formation, contracts may be express, implied, or quasi contracts. On the basis 

of performance, contracts may be executed, where both parties have performed their 

obligations, or executory, where performance is still pending. On the basis of validity, 

contracts may be valid, void, voidable, or illegal depending upon their enforceability under 

law. 

Breach of Contract and Remedies 

When one party fails to perform his or her promise as agreed, it is called breach of contract. 

Breach may be actual, when performance is not done on the due date, or anticipatory, when a 

party refuses to perform before the due date. In case of breach, the aggrieved party is entitled 

to remedies such as claiming damages, seeking specific performance, rescission of the 

contract, or obtaining an injunction from the court. 

Conclusion 

In conclusion, the Law of Contract provides a legal framework for regulating agreements and 

ensuring that promises are honored. It protects the rights of parties and promotes fairness in 

commercial transactions. In business and hospitality industries, knowledge of contract law is 

essential to avoid disputes and maintain smooth operations. Thus, the Law of Contract plays a 

vital role in modern trade and commerce. 

Here is the essay on Contractual Relationship written with side headings and paragraph 

form, suitable for university examinations (especially Hospitality / Tourism / Law subjects): 

2.6 Contractual Relationship 

Introduction 

A contractual relationship refers to a legal relationship formed between two or more parties 

when they enter into a valid contract. It creates mutual rights and obligations that are 
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enforceable by law. The relationship arises when one party makes an offer and the other party 

accepts it with the intention of creating legal obligations. In business and commercial 

activities, contractual relationships are essential for smooth functioning and legal protection. 

Meaning of Contractual Relationship 

A contractual relationship is established when a valid contract is formed according to the 

provisions of the Indian Contract Act, 1872. It binds the parties to perform their respective 

promises. Once a contract is formed, each party has certain rights and duties. If any party 

fails to perform their obligations, the other party has the right to seek legal remedies. Thus, a 

contractual relationship creates legal accountability between the parties. 

Essential Elements for Creating Contractual Relationship 

For a contractual relationship to arise, there must be a valid contract. The essential elements 

include offer and acceptance, lawful consideration, intention to create legal relationship, 

capacity of parties, free consent, lawful object, and certainty of terms. When these elements 

are present, a legally binding relationship is created. Without these essentials, no contractual 

relationship exists. 

Types of Contractual Relationships 

Contractual relationships can exist in various forms depending on the nature of the 

agreement. There may be express contractual relationships, where terms are clearly stated 

orally or in writing. There may also be implied contractual relationships, which arise from the 

conduct of the parties. In some cases, quasi-contractual relationships are created by law to 

prevent unjust enrichment, even though no formal agreement exists between the parties. 

Contractual Relationship in Hospitality Industry 

In the hospitality and tourism industry, contractual relationships are very common. A 

contractual relationship exists between hotel and guest when a room is booked and payment 

is made. Similarly, contracts are formed between hotel and employees, hotel and suppliers, 

travel agencies and tourists, and tour operators and service providers. These relationships 

define the rights and responsibilities of each party and help avoid disputes. 

Termination of Contractual Relationship 

A contractual relationship may come to an end in several ways, such as performance of the 

contract, mutual agreement, lapse of time, breach of contract, or operation of law. Once the 
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contract is terminated, the rights and obligations of the parties cease, except in cases where 

legal remedies are claimed. 

Conclusion 

In conclusion, a contractual relationship is the foundation of all business transactions. It 

creates legally enforceable rights and duties between parties and ensures accountability. In 

commercial sectors like hospitality and tourism, understanding contractual relationships is 

essential for smooth operations and prevention of legal disputes. Therefore, contractual 

relationships play a vital role in maintaining order and fairness in business dealings. 

2.7 Duties and Obligations of a Hotel 

Introduction 

A hotel is a commercial establishment that provides accommodation, food, and other services 

to guests for payment. While hotels aim to earn profit, they also have certain legal and moral 

responsibilities towards their guests. These duties arise under common law, contract law, and 

various consumer protection laws. A hotel must ensure safety, comfort, and fair treatment to 

its guests. Failure to fulfill these duties may result in legal liability. 

Duty to Receive Guests 

One of the primary duties of a hotel is to receive and provide accommodation to travelers 

who are willing to pay and behave properly. A hotel cannot refuse accommodation without 

reasonable cause. However, it may refuse entry if the hotel is fully occupied, or if the guest is 

intoxicated, disorderly, or suffering from a contagious disease. This duty ensures fairness and 

prevents discrimination. 

Duty to Provide Accommodation and Services 

A hotel has the obligation to provide proper accommodation and agreed services as promised 

at the time of booking. The room, food, and other facilities must meet reasonable standards of 

quality and hygiene. The services must be provided with due care and skill. Any deficiency in 

service may lead to claims under consumer protection laws. 

Duty to Ensure Safety and Security 

The hotel has a legal duty to ensure the safety and security of guests and their belongings. It 

must maintain the premises in a safe condition, including proper lighting, fire safety 
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measures, emergency exits, and security arrangements. If a guest suffers injury due to 

negligence of the hotel, the hotel may be held liable. 

Duty to Protect Guests’ Property 

Under common law, a hotel is responsible for the safety of the property brought by guests 

into the hotel. If the guest’s belongings are lost or damaged due to the hotel’s negligence, the 

hotel may be liable to compensate. Many hotels provide lockers or safe deposit facilities to 

safeguard valuables. 

Duty to Respect Privacy 

A hotel must respect the privacy and dignity of its guests. Unauthorized entry into a guest’s 

room or disclosure of personal information is a breach of duty. Confidentiality of guest 

records and personal details must be maintained. 

Duty to Charge Reasonable Tariff 

The hotel must charge according to the agreed tariff and should not impose hidden or unfair 

charges. Transparent billing practices are part of its obligation towards customers. 

Conclusion 

In conclusion, a hotel has several important duties and obligations towards its guests, 

including providing accommodation, ensuring safety, protecting property, and delivering 

quality service. These duties create trust between the hotel and the guest. Proper fulfillment 

of these responsibilities not only avoids legal disputes but also enhances the reputation and 

goodwill of the hotel. Therefore, understanding and performing these duties is essential for 

successful hotel management. 

2.8 Breach of Contract 

Introduction 

A contract creates legal obligations between two or more parties. When one party fails to 

perform his or her promise as agreed, it results in a breach of contract. Breach of contract 

gives the aggrieved party the right to seek legal remedies. The concept of breach is governed 

by the Indian Contract Act, 1872. It plays an important role in ensuring that contractual 

promises are fulfilled and that justice is provided in case of non-performance. 

 



25 | P a g e  
 

Meaning of Breach of Contract 

Breach of contract occurs when a party refuses to perform, disables himself from performing, 

or fails to perform his obligations under the contract. It may happen either before the due date 

of performance or on the due date. When breach occurs, the contract is broken, and the 

injured party can approach the court for appropriate remedies. 

Types of Breach of Contract 

Breach of contract is mainly classified into two types: actual breach and anticipatory breach. 

Actual Breach 

Actual breach occurs when a party fails or refuses to perform the contract on the due date or 

during the performance of the contract. For example, if a hotel fails to provide a booked room 

on the agreed date, it amounts to actual breach. 

Anticipatory Breach 

Anticipatory breach occurs when a party declares his intention not to perform the contract 

before the due date of performance. The other party may either treat the contract as 

immediately breached and file a suit for damages or wait until the due date. 

Remedies for Breach of Contract 

When a breach of contract occurs, the aggrieved party is entitled to certain remedies under 

law. 

Suit for Damages 

The injured party can claim compensation for the loss suffered due to breach. Damages may 

be ordinary damages, special damages, or nominal damages. 

Specific Performance 

In certain cases, the court may order the party in breach to perform the contract as promised 

instead of paying damages. This remedy is usually granted when monetary compensation is 

not adequate. 

Rescission of Contract 

The aggrieved party may cancel the contract and be relieved from further performance of 

obligations. 
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Injunction 

The court may issue an injunction to restrain a party from doing something that would cause 

breach of contract. 

Conclusion 

In conclusion, breach of contract occurs when one party fails to fulfill contractual obligations. 

It may be actual or anticipatory in nature. The law provides various remedies to protect the 

rights of the aggrieved party, such as damages, specific performance, rescission, and 

injunction. The concept of breach of contract ensures that parties honor their promises and 

maintain fairness in commercial transactions. Therefore, understanding breach of contract is 

essential in business and legal studies. 

2.9 Summary 

This unit provides an overview of the legal framework governing the hotel industry, focusing 

on the relationship between a hotel and its guests. It explains the obligations of a hotelier, 

including providing safe accommodation, reasonable care of guest property, and non-

discriminatory service. The unit also discusses the liability of a hotelier in cases of loss, 

damage, injury, or negligence, highlighting the extent and limitations of such liability under 

law. 

Further, it examines the rights of a hotelier, such as the right to refuse accommodation under 

valid circumstances and the right of lien over guest property for unpaid dues. The unit 

introduces the Law of Contract and explains how a contractual relationship is formed 

between a hotel and a guest, outlining essential elements of a valid contract. Finally, it 

analyzes the duties and obligations arising from this contractual relationship and explains 

situations that constitute breach of contract, along with the legal remedies available to the 

aggrieved party. 

2.10 Case study 

Case Study 1: Liability of a Hotelier for Loss of Guest Property 

Mr. Ramesh, a business traveler, checked into a reputed three-star hotel in Vijayawada. At the 

time of check-in, he was not informed about the availability of a safe deposit locker. He kept 

his laptop and ₹50,000 cash inside his locked suitcase in the hotel room. 
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During his stay, while he was away for meetings, housekeeping staff entered the room for 

cleaning. Later that evening, Mr. Ramesh discovered that the cash was missing. He 

immediately informed the hotel management. 

The hotel management denied responsibility, stating that: 

 A notice was displayed at the reception stating “Management is not responsible for 

loss of valuables.” 

 The guest did not use the locker facility available at the front office. 

Mr. Ramesh filed a complaint claiming negligence on the part of the hotel. 

Issues Involved 

1. What are the obligations of a hotelier regarding guest property? 

2. Can a hotel escape liability merely by displaying a disclaimer notice? 

3. Was there negligence in allowing unauthorized access or improper supervision? 

Legal Analysis 

 A hotelier has a duty of care towards guest property under common law and relevant 

hotel liability laws. 

 Mere display of a disclaimer does not automatically absolve liability, especially if 

negligence is proved. 

 If the theft occurred due to lack of reasonable security or employee misconduct, the 

hotel may be held liable. 

 If proper locker facilities were provided and the guest was informed, liability may be 

limited. 

Case Study 2:  

Refusal of Accommodation and Breach of Contract 

Ms. Priya booked a deluxe room online in advance for two nights and received a confirmed 

booking email. She paid 50% of the amount as advance. 

Upon arrival at the hotel with her colleague (male), the front desk manager refused 

accommodation stating that: 
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 The hotel does not allow “unmarried couples.” 

 The hotel reserved the right to refuse service. 

Ms. Priya argued that: 

 She had a confirmed booking (valid contract). 

 Both guests were adults with valid ID proof. 

 No such restriction was mentioned in booking terms and conditions. 

She demanded a refund and compensation for inconvenience. 

Issues Involved 

1. Was a valid contract formed between the hotel and the guest? 

2. Does the hotel have an absolute right to refuse accommodation? 

3. Is this a case of breach of contract? 

Legal Analysis 

 A confirmed booking with payment constitutes a valid contractual relationship 

(Offer + Acceptance + Consideration). 

 A hotel has the right to refuse accommodation only on reasonable and lawful 

grounds (e.g., misconduct, intoxication, lack of ID, security reasons). 

 Arbitrary refusal after confirmation may amount to breach of contract. 

 The guest may claim refund and damages for inconvenience. 

2.11 keywords 

Duty of Care: Legal responsibility to ensure the safety and well-being of guests. 

Reasonable Care : The level of care that a prudent hotelier would provide under similar 

circumstances. 

Safe Custody:  Protection of guest property from loss or damage. 

Non-Discrimination: Equal treatment of guests without unfair bias. 

Implied Obligation: A duty that exists even if not written in the contract. 
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Right of Lien: Legal right to retain a guest’s property until payment of dues. 

Right to Refuse Accommodation: Authority to deny service on lawful and reasonable 

grounds. 

Eviction: Removal of a guest for misconduct or non-payment. 

Recovery of Dues: Legal process of collecting unpaid charges. 

Express Contract: Contract clearly stated in words (oral or written). 

Implied Contract : Contract formed by actions or conduct. 

Terms and Conditions : Rules governing the agreement. 

Privity of Contract : Only parties to a contract can sue or be sued. 

Breach: Failure to perform contractual duties. 

Damages:  Financial compensation for breach. 

Specific Performance :  Court order to fulfill contractual obligation. 

Rescission: Cancellation of a contract. 

2.12 Self Assessment Questions 

1. Explain in detail the obligations of a hotelier towards guests and their 

property. Discuss the legal principles governing these obligations. 

2. Discuss the liability of a hotelier in cases of loss, theft, or injury to guests. 

Under what circumstances can a hotel limit or avoid liability? 

3. Examine the rights of a hotelier. Explain the right of lien and the right to 

refuse accommodation with suitable examples. 

4. Explain the essential elements of a valid contract under the Law of 

Contract. How do these elements apply to the hotel industry? 

5. Discuss the contractual relationship between a hotel and a guest. How is 

it formed, and what are the mutual rights and duties arising from it? 

6. What are the duties and obligations of a hotel under a contractual 

agreement? Explain with relevant examples. 
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7. Define breach of contract. Discuss different types of breach and the 

remedies available to the aggrieved party in the hospitality sector. 

2.13 Further Readings 

1. Avtar Singh – Law of Contract and Specific Relief 

(Comprehensive explanation of Indian Contract Act principles applicable 

to hotel contracts.) 

2. K.D. Gaur – Textbook on Indian Penal Code 

(Useful for understanding criminal liability related to hotel operations.) 

3. J.N. Pandey – Elements of Mercantile Law 

(Covers contract law, bailment, lien, and related commercial principles.) 

4. S.K. Kapoor – Business Law 

(Explains law of contract, breach, remedies, and commercial obligations.) 

5. S.P. Bansal – Hotel Front Office Management 

(Discusses practical aspects of hotel-guest relationship and legal 

responsibilities.) 
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Unit III 

Laws Relating to Registration and Approval of Hotel 

3.0 Objectives of the Lesson 

After studying this lesson, you will be able to: 

• Explain the statutory framework governing registration of hotels under Shops & 

Establishment and Factories Acts. 

• Analyse municipal, police, fire, and public health licensing requirements applicable to 

hotels. 

• Distinguish between different categories of liquor licences and their operational 

conditions. 

• Evaluate compliance obligations relating to food safety, excise control, and labour 

welfare laws. 

• Apply licensing rules to ensure lawful conduct and risk-free operation of hotel 

premises. 

Structure  

3.1 Registration And Approval of Hotel  

3.2 Bar Licences pertaining to alcoholic beverages  

3.3 Licence under State Police Act (Sarai Act) 

3.4 Swimming Pool Registration 

3.5 Fire Prevention and Fire Safety Requirements 

3.6  Prevention of Food Adulteration Act Compliance 

3.7  Other Miscellaneous Licences 

3.8 Licensing Authority and Types of Licences 

3.9  Bar and Liquor Licensing Laws 

3.10  Permitted Hours and Dry Days 

3.11  Conduct of Licensed Premises  

3.12  Bar Establishment Rules and Regulations 

3.13  Case Studies  
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3.14 Figures and Graphical Inserts 

3.15 Student Learning Activities 

3.16 Keywords 

3.17 Self-Assessment Questions 

3.18 References and Suggested Readings 

 

3.1 Registration and Approval of Hotel  

Hotels, restaurants, lodging houses, bars etc. have to obtain certain licences from the local 

authorities of their respective areas.  

Registration made under Shops & Establishment Act 

An application has to be made on Form C of the Shop & Establishment Act along with the 

necessary fees to be deposited in prescribed manner under the Act. The Chief Inspector 

(Shops &Establishment) is the issuing authority for this licence. 

Registration made under Factories Act 

Kitchen, bakeries, laundries, if there are employed 10 persons or more with power and 20 

persons without power, has to be registered under the Factories Act. The Chief Inspector of 

Factories is authorized to issue the registration certificate. 

Licences to be issued by the Municipal authorities 

(a) Lodging House: The application for obtaining a licence for lodging house is to be 

made on the prescribed form giving particulars pertaining to name of establishment, 

location of the premises, name of proprietor/partners, father's name, caste, residential 

address, name of the keeper, whether owner/tenant, number of stories, year of grant of 

original licence, last year's licence number, electric power load, number of beds to be 

licensed, details of room, size of rooms, number of workers etc. before the local 

Medical Authority. After examining the detailed particulars given by the applicant and 

after being satisfied with regard to property fulfilling various conditions as laid down 

in the Municipal bye-laws framed by the local municipal authorities, the licensing 

authority will issue a demand notice asking the management to pay the amount of 

licence fee prescribed under the bye-laws. After the payment is made the local 

authorities will issue the necessary licence for the lodging house. 
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(b) Eating House: For obtaining a licence for Eating House, an application has to be 

made separately for each eating house indicating the name and address of the 

licencee, list of articles sold in his eating house etc. in the prescribed form to the local 

municipal health authorities. 

(1) The certificate is to be issued in the name of the officer who has been nominated 

by the management i.e. the Competent Authority, to be responsible for the 

implementation of the provisions in prevention of Food Adulteration Act. The 

nomination has to be duly signed by the concerned officer and accepted by the 

controlling authority of the F.A. Act. 

(2) Certificate or true copy or a photocopy of the certificate to be issued by the 

municipal health department (food handlers’ unit), certifying that the staff engaged in 

food handling has been innoculated, medically examined, and is fit to serve along 

with a copy of the last year's licence. On receipt of this application the municipal 

authorities concerned will examine the application and after being satisfied will issue 

a demand notice for the payment of fees as prescribed in the Municipal By-laws. After 

the fees has been deposited the municipal authorities, concerned officer will issue a 

certificate licence in this regard. 

(c) Bars: For operating the bars, licences have to be obtained from the excise department 

on application and payment of appropriate fees. The licences generally obtained are as 

under: 

For obtaining bar licences, the application has to be made to the Excise Commissioner 

indicating the category of licence, name and description of the bar attached with 

restaurant/dining hall. For obtaining the original licence, the application has to be 

accompanied by a site plan of the restaurant and the bar also mentioning the number 

of covers served. For obtaining a licence under L-20, the application has to be 

accompanied with the documents i.e. list of foreign participants in the party and a 

request letter from the host party. The application has to be made at least one week in 

advance according to the latest notification. The Excise Commissioner will issue the 

licence on receipt of the prescribed licence fees. 

3.2 Bar Licences pertaining to alcoholic beverages 

 L-1 Wholesale or retail vend of foreign liquor (or the trade only). 

 L-3 Retail vend of foreign liquor for a dak bungalow or a restaurant. 

 L-4 Retail vend of foreign liquor in a restaurant. 
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 L-5 Retail vend of foreign liquor in a bar attached to a restaurant. 

 L-10 Retail vend of beer 'on' and 'off' the contract premises. 

 L-13 Wholesale vend of country spirit. 

 L-14 Retail vend of country spirit for consumption 'on' and 'off' the contract premises. 

 L-20 Obtaining a licence for private parties. 

3.3 Licence to be obtained from the police authority under the State Police 

Act 

After obtaining a licence from the municipal authorities, the hotels, lodging houses, & 

barshas also to be registered with the local police as prescribed in the Sarai Act. For obtaining 

the original licence for the first time, the application has to be made on the prescribed form 

together with a copy of the certificate of registration under the Shop & Establishment Act, 

site plan and the location of the hotel/lodging house. Along with this application, a copy of 

the licence issued by the municipal authorities is also to be attached. The Deputy 

Commissioner of Police (Licensing) is authorised to issue this licence. For renewal, the site 

plan and other formalities are to be complied with. The application should also indicate the 

details of the place where liquor is being served along with copies of the licence obtaining 

from the excise department. On receipt of this and after being satisfied the licencing authority 

will issue a fresh licence or renew the licence already issued after necessary fee, as demanded 

by the police authorities, has been deposited with them. 

3.4 Swimming Pool 

Swimming pools have to be registered with the police. A site plan along with a certificate of 

fitness is to be issued by the municipal health authorities. It will be necessary for this purpose 

to have the water tested and ensure that swimming pool has been constructed according to the 

municipal bye-laws. On the swimming pool necessary arrangements should be made for 

exhibiting the conditions for the swimmers and the patrons which must clearly indicate the 

procedures for use of the swimming pool, and it should be displayed at a conspicuous place. 

3.5 Fire Prevention and Fire Safety Act, 1986 

All hotels are required to obtain 'No Objection' certificate from the Fire Services before 

applying for renewal of licences from the municipal authorities and the police. The issuing 

authority for this licence is the Chief Fire Officer, Fire Service. 
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3.6 Prevention of Food Adulteration (Amendment) Act 1976, rule 12B of 

the PFA - (First Amendment) Rules, 1977 

One officer of the unit is made responsible for the purpose of Prevention of Food 

Adulteration Act with the authority to exercise all powers and take all such steps as are 

necessary or expedient to prevent the commission by the hotel of any offence under the said 

Act and rules as amended from time to time. TheDirector, PFA of the concerned State 

Administrative Department of Health is entrusted with this responsibility. 

The nomination of the officer is made in Form VIII duly signed by the Secretary of 

the Corporation to the concerned authorities which is accepted in pursuance of the Sub-

section (2) of Section 17 of the Prevention of Food Adulteration Act, 1954 and Rule 12(B) of 

the rules made thereunder. 

If any offence under the said Act or the rules takes place, in any of the units, the 

person who has been nominated against their unit shall be responsible on behalf of the 

Corporation for that offence and shall be liable for such penalty or penalties as may be 

imposed for the commission of the offence. 

3.7 Other Miscellaneous Licences-:  

Other to be obtained from various authorities,  

LIFTS Elevators Rules 1942 section 5 and 6 and rules 4 and 5 – Inspector of Lifts, State 

Administration (Office of Electrical Inspector) who, after inspecting the lift, will issue a 

challan and the requisite fees will have to be deposited with the Treasury and a licence will be 

issued in Form C.This licence needs to be renewed every year and shall be displayed in the 

elevator. 

(a) Generating Sets: For operating the generating set, the application is to be made to the 

municipal authorities to issue the licence. 

(b) Boilers: A licence will be issued by the municipal authorities under the Factories Act by 

the Chief Inspector, Boiler and Smokes, State Administration. 

(c) Cold Storage: A licence will be issued by the Deputy Senior Marketing Development 

Officer of the Directorate of Marketing and Inspection, Ministry of Rural Development. 
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(d) Registration of Foreigners: Under the Police Act, all foreigners staying in the hotel will 

have to be registered within 24 hours with the FRRO, Police H.Q. Particulars to be provided 

as prescribed in Form C. 

(e) Employees' State Insurance: Where employees are covered under the Factories Act, 

such employees will be covered by the ESI. Necessary registration will be done by the ESI 

Commissioner. 

(f) Employees' Provident Fund: After meeting the conditions as laid down under the Act, 

the establishment has to be registered with the EPF authorities. In the case of a new unit, the 

relief is given for certain number of years. In other establishments all employees, on 

completion of 60 days service, are eligible to be enrolled as member of the ProvidentFund 

Scheme. The P.F. Commissioner is the registering authority.  

(g) Insurance: Generally, the following insurances are to be taken by hotels: 

 Insurance against fire, floods, earthquakes, civil riots, malicious risk, etc. 

 Insurance against cash in safe, burglary and house-breaking. 

 Insurance against third party risk. 

(h) Foreign Exchange Licence: Department of Economic Affairs, Ministry of Finance, 

Government of India had issued a notification dated 20-8-1981 which reads as follows: 

"In exercise of the powers conferred by Sub-section 1 of Section 15 of the Foreign 

Exchange Regulation Act 1973 (46 of 1973) the Central Government hereby directs every 

foreign national who is on visit to India shall make payments to the Hotel where he says in 

any of the currencies mentioned in the schedule hereunder for the charge of liability by way 

of lodging, boarding and service charges." 

For the purpose of accepting foreign currency, hotels are required to obtain licence from the 

Exchange Control Department of the Reserve Bank of India. The licence is restricted only to 

accept foreign currency and does not entitle the hotel to sell foreign currency. 

(i) Weights and Measures: Once in a year, all weighing scales/machines, measuring jars etc. 

are required to be calibrated and stamped by the authorised agency. Inspector, Weights & 

Measures Department of the concerned State Administration is entrusted with this 

responsibility. 
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A residential licence may be granted only for premises used, or intended to be used, for the 

purpose of habitually providing (for reward) board and lodging, including breakfast and at 

least one of the other customary main meals. This could apply to boarding house if it 

provided bed, breakfast and either lunch or an evening meal. Many private hotels easily fulfil 

this qualification. 

If a meal is supplied at the premises for consumption elsewhere, then off sale of liquor 

for consumption with such a meal can be made, but no other off sales are permitted by this 

licence. Water and other suitable non-intoxicating beverages must be available to the 

customers. 

A residential licence will authorize the sale or supply of alcoholic beverages on the premises 

to people residing there, or to their private friends, who are genuinely entertained by such 

guests at their own expense. 

Under this restaurant licence, the drinks can be sold or supplied at any time, because there are 

no licensing hours. An abuse of such a licence would lead to its removal. It is normal for the 

competent authority, when giving this type of licence, to make it a condition that there is at 

least one other room in which drinking is not allowed, and which can be used by children and 

those persons not wishing to drink alcohol. 

Combined Licence or Restaurant and Residential Licence is a combination of the two. This is 

granted for premises which fulfil the conditions required for both the restaurant licence and 

the residential licence, for example, a private hotel with a public dining room attached. 

Residents can enjoy the provision of intoxicants in their own bar, whilst the public can visit 

the premises for a meal in the dining room, at which intoxicants can be served. When 

granting a combined licence, the licencing authorities may impose a condition that thedrinks 

are supplied to the public in the dining room outside the normal permitted hours for the 

locality. The restriction would not, of course, apply to the residents. 

The other conditions applying to the restaurant and residential licences also apply to the 

combined licence, i.e. other beverages must be available, there must be a sitting room for 

non-drinkers, and the meals must be table meals. 

Thus, a combined Residential and Restaurant Licence will be granted if both sets of 

requirements are met. The following conditions must also be satisfied: 

i. That in the case of premises in which it is proposed a residential licence or a 

residential and restaurant licence is issued, a room with adequate seating 
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accommodation for residential customer is provided, and this room must not be used 

for sleeping accommodation, service of food or for the consumption of intoxicating 

liquor. If the authorities think there is good reason to do so, they may dispense with 

this requirement. 

ii. That the applicant for the licence is fit and proper person to hold it. 

iii. That in the twelve months before the application for the licence, a Liquor licence or a 

Refreshment licence has not been lost, or the premises will not be ill conducted while 

operating under a Liquor licence. 

iv. That the meals supplied under a Restaurant licence are suitable meals with which to 

consume intoxicating liquor as an accompaniment. 

v. That the customers do not help themselves to intoxicating liquor on or before payment 

for it (self service). The authorities may allow self-service, but it can be reason for 

refusing licence. 

vi. That a large portion of the non-resident customers are not under 18, unaccompanied 

by an adult. 

When refusing an application for these Residential and Restaurant Licences, the authorities 

must inform the unsuccessful applicant of the ground of refusal. 

If an application is made for an on Licence under the Excise laws, at the request of the 

applicant, the authorities may treat it as an application for a Restaurant Licence, a Residential 

Licence or a Combined Restaurant and Residential Licence. 

The licencing authorities can revoke or refuse to grant these full or restricted licences 

for the following reasons: 

 If the licensee or the applicant is not considered a fit and proper person. 

 If they feel that the premises are not used or intended to be used for the purpose 

stipulated in the licence. 

 If the premises are unsuitable due to the risk of fire. 

 If the customary main meals are not being habitually served. 

 If the premises are being used mainly by unaccompanied persons who are under 

eighteen years of age. 

The rules and regulations concerning licensing will only be touched on in this section; they 

form in themselves a considerable volume of law. The licensing rules brought together the 

liquor licensing legislation. Licences normally take either of two forms: a full on-licence or 



39 | P a g e  
 

an off-licence. A full on-licence enables the licensee to sell liquor for consumption either on 

or off-licence. A full on-licence enables the licensee to sell liquor for consumption either on 

or off the premises to any member of the public who is permitted by the law to consume it. 

An off-licence permits the sale of liquor for consumption off the premises. A hotel may apply 

for a full on-licence; on the other hand, small establishments may merely have a restaurant 

licence or a residential licence. Where the licensingauthorities grant a restaurant licence they 

must attach two conditions:  

(a) The restaurant must be able to serve both water and soft drinks as well as alcohol, and 

(b) Alcohol can only be served to persons taking table meals. 

A residential licence authorises the sale of liquor to residents of a hotel. Two conditions are 

attached to the grant of a residential licence:  

(a) Other beverages (including water) must be available with meals; and 

(b) Adequate seating must be provided in a room at the hotel which is not used as sleeping 

accommodation or for the service of food, and in whichthere is neither supply nor 

consumption of intoxicating liquor.  

It is possible to combine a residential licence with a restaurant licence. 

Licences are available to hoteliers and caterers to enable them to sell intoxicating liquor. 

Some requirements have to be met before such licences are granted and the law related to 

these licences are discussed in general. The hoteliers and caterers are advised to obtain 

professional advice and consult the local municipal authorities before obtaining or operating 

under a licence. 

3.8 Licensing Authority 

The licence for sale of liquor falls strictly under the jurisdiction of the state or local authority. 

As per the state policy, the local authority is empowered to enact rules and regulations for 

strict observance of the provisions of the excise law and make decisions on the following 

matters: 

 Application for licences, including provisional grants. 

 Permanent transfer. 

 Applications for regular extensions of permitted hours. 

 Decisions concerning strict hours. 
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 Suspension of a licence. 

 A closure order. 

Type of Licences 

Depending upon the establishment and the requirements, application may be made for a 

liquor licence. The excise authority may grant the following licences: 

 Public House: Consumption on or off the premises. 

 Off sale: Consumption off the premises only. 

 Hotel: Consumption on or off the premises. 

 Restricted Hotel: To residents and their bona fides entertained by them, and to non-

residents as an ancillary to table meals taken on the premises. The premises must be 

structurally adapted and bonafide used for lunch or dinner or both and not have a bar 

counter. 

 Restaurant: With meals either at bar or at table. 

 Refreshment: For consumption on the premises, when food and non-alcoholic 

beverages are also on sale: no bar counter. 

 Entertainment: As an ancillary to public entertainment at a cinema, theatre, dance hall 

or proprietary club, subject to conditions determined by the licensing authority. 

Licences are granted for the premises in whole or in part. Any alteration proposed must be 

agreed by the local authorities. The premises must be fit to meet the requirements of the local 

authority, police and fire authority. Proper and good order must be mentioned: 

 No drunkenness. 

 No violence. 

 No riotous conduct. 

 No prostitutes. 

 No gaming (authorities may authorise certain games). 

Licences are held for particular premises by a licensee, but may also be held jointly or by two 

people. Application can be made for any or more of the following licences. 

On Licence 

This licence is issued for sale of all or some classes of liquors for consumption either on or 

off the premises. These classes are: 

 Beer, cider or wine. 
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 Beer and cider. 

 Cider. 

 Wine. 

Off licence 

When applying for an on-licence, if it can be shown that part of the premises, for which a 

licence is being sought, is separated from the premises where liquor is sold for consumption 

and there is no internal communication from one part to the other, the authorities may allow 

off-licence in the part of the premises so separated, for the same permitted hours as are 

allowed for premises operating under a separate off-licence. 

If a licence-holder of an on-licence applies to the authorities, they must make this 

licence: 

(a) A six-day licence, that is, he will have no permitted hours on Sunday, and/or 

(b) An early closing licence, that is the permitted hours will finish one hour earlier every 

evening than the general permitted hours for the state. 

The holder of on-licence is allowed: 

 To sell intoxicating liquor at all times for on or off consumption to residents of the 

licensed premises. 

 To sell liquor at all times to a resident for consumption on the premises by the 

resident's private friends while he is entertaining them. 

 To give intoxicating liquor outside the permitted hours for consumption on the 

premises to the employee of the establishment; this liquor must be paid for by the 

holder of the licence or the person in control of the business. 

 To give without charge intoxicating liquor outside the permitted hours to his private 

friends whilst entertaining them. This can be done both by the licensee and anyone in 

control of the business. Neither has to be a resident in the premises to do this. 

 To sell intoxicating liquor to the public during permitted hours for on or off 

consumption. 

The licence is obtained for sale or consumption off the premises: 

(1) Intoxicating liquor of all descriptions, and 

(2) Beer, cider or wine. 
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Restaurant Licence 

This can be granted for premises which are structurally built or adapted and are used in a 

bona fide way or intended to be used for the habitual provisions of the main midday and/or 

the main evening meal. The licence will authorise sale or supply of intoxicants on the 

premises to people who take table meals there, but such liquor must be as an ancillary to the 

meal. In other words, customers must not frequent such establishments merely to drink. 

For this purpose, the meal must be a table meal. This means it must be eaten by a person 

seated at a table or a counter, or at some other structure which serves the purpose of a table. 

Another aspect is that drinks other than intoxicants must be available to the diners, should 

they require them. 

There is no provision that the drink must be taken at the table. A diner can buy a drink before 

or after a meal, even in another room, but it must be ancillary to that meal. 

In other words, this licence is issued for sale only to persons taking substantial meals, on the 

premises. 

If only the midday meal is offered, the licence will be limited to selling intoxicating liquor 

during the first period of the permitted hours, and if only for the evening meal, to the second 

of the permitted periods. The licence permits the sale of intoxicating liquor only as an 

accompaniment to a table meal. 

3.9 Bar and Liquor Licensing Laws 

Licensing laws and regulations are very complex and readers are advised that full details may 

be found in respective laws as enacted by the states. 

 On-Licence: For the sale of all classes of liquor for consumption on or off the 

premises. 

 Off-Licence: For the sale of liquor for consumption off the premises only. 

 Restaurant Licence: For the sale of liquor to persons taking substantial meals on the 

premises. 

 Residential Licence: For the sale of liquor to residents and their private friends. 

 Residential and Restaurant Licence: A combination of the Restaurant -and Residential 

Licences. 
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Supper hours certificate: The effect of this is to allow liquor to be provided for a further 

hour in the evening in a part of the premises set aside for people taking table meals provided 

it is consumed as part of the meal. 

Special Hour Certificate: Where music and dancing are provided as well as substantial 

refreshment, a special hours certificate may be granted permitting the sale of liquor as an 

ancillary meal. The premises must be in area subject to statutory regulations and the facilities 

must be provided on every weekday or on particular weekdays in every week, and the 

certificate applies only when they are provided. A notice, signed by the applicant or his agent, 

must be sent to the police and the licensing authority before applying for a certificate. The 

authority may grant the certificate if the conditions have been met and, after the grant, 

fourteen days' notice to bring it into effect or to discontinue it must be given to the police. 

The certificate has the effect of making the evening permitted hours. The certificate may, and 

usually does, apply to part of the premises only. A notice that a certificate is in force must be 

exhibited. A certificate may be granted for part of the year. There is a provision for revocation 

if conditions are not complied with or if disorderly conduct takes place. 

3.10 Permitted hours:  

It is a criminal offence for any person to sell or supply intoxicating liquor, on licensed 

premises except during permitted hours. Weekdays (excluding Christmas day and Good 

Friday) - 11 a.m. to 3 p.m. & 5.30 p.m. to 11 p.m. Sundays, Christmas day, Good Friday - 

Noon to 2 p.m. & 7 p.m. to 10.30 p.m. 

Dry days: 

Dry days in India are specific dates when the sale of alcohol is prohibited, usually declared 

by state governments and coinciding with national holidays, religious festivals, or election 

days. Common National dry days include Republic Day (January 26), Independence Day 

(August 15), and Gandhi Jayanti (October 2). State and local governments also enforce their 

own additional dry days based on regional observances, and the Excise Department may add 

or extend them as needed, especially during elections.  

Common dry days across India 

 Republic Day: January 26 

 Independence Day: August 15 

 Gandhi Jayanti: October 2 
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 Voting and result days: Days of Lok Sabha and Vidhan Sabha elections are observed 

as dry days to maintain public order.  

Examples of state and religious dry days 

 Diwali: Some states declare Diwali a dry day. 

 Guru Nanak Jayanti: Observed as a dry day in many states, including Punjab. 

 Janmashtami: Some states, like Maharashtra, observe this day as a dry day. 

 Ganesh Chaturthi: Certain states, like Maharashtra, may have dry days on the first day 

and other days of the festival due to public gatherings. 

 Eid-e-Milad: Observed as a dry day in many parts of the country. 

 Christmas: December 25 is a dry day in many states.  

Drinking-up time: After the end of the hours during which sales are permitted, ten minutes 

is allowed for drinking up liquor already purchased. The drinking-up time is half-an-hour for 

people taking meals if the liquor was supplied ancillary to meals.  

 Permitted hours for sale of alcoholic drinks are fixed by the local licensing authorities 

for each district at their annual general meeting. 

 Extension to permitted hours may be granted by the licensing authorities, but in each 

case certain prerequisite conditions must be fulfilled. 

Minors (persons under the age of 18 years). It is an offence knowingly to sell, or allow to be 

sold, alcoholic drinks to a minor. It is also an offence for anyone to purchase an alcoholic 

drink for consumption by a minor. Children under the age of 14 are not allowed in bars 

during permitted hours.  

 Age under 

14 16 18 

Purchase in a bar No  No  No  

Drink in a bar No  No  No  

Enter a bar No  Yes Yes 

Work in a bar No  No  No  

Buy in a restaurant No  No  Yes1 

Consume in a restaurant Yes2 Yes2 Yes2 

¹Only beer, cider, or perry. 

²As long as the alcoholic beverage is bought by a person over 18. 
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3.11 The Conduct of Licensed Premises 

There are many requirements to be met in order to conduct licensed premises within the 

scope of the law: 

 Selling liquor without a licence: No licensee may sell liquor without a licence. To do 

so is a criminal offence. 

 The sale of liquor on credit: It is a criminal offence to sell liquor on credit. However, 

residents at a hotel may be sold liquor during their residence, payment to be made at 

the end of their stay. 

 The sale of liquor to persons under 18: A licensee of licensed premises is not 

permitted knowingly to sell liquor to a person under 18, to allow a person under 18 to 

consume liquor in a bar, or to allow anyone else to make such a sale. A person who is 

under 18 is not permitted to buy liquor for consumption in a bar in licensed premises 

for a person under 18. 

 Drunkenness and disorderly behaviour: It is an offence to permit drunkenness on 

licensed premises. Where the licensee holds a residential or restaurant licence it can 

lead to disqualification of the licensee. 

3.12 Bars establishment rules and regulations 

 Statutory Distance Requirements: In India, laws often require that bars and liquor 

shops maintain a minimum distance (frequently 100 meters, or in some cases 500 

meters for highways) from places of worship and educational institutions. 

 Health and Safety Standards: Maintain rigorous hygiene, clean preparation areas, 

proper food storage, and fire safety measures, including emergency exits. Regular 

inspections are often part of this. 

 Public Sentiment and Protests: Despite the laws, local communities sometimes 

protest the presence of bars near religious sites due to concerns about public order and 

disruption of rituals. 

3.13 Case studies  

1. Introductory Case Study: The Hyatt Regency Fire Safety Compliance Crisis 

Background 

In 2019, several national newspapers including The Hindu and The Indian Express reported 

heightened scrutiny of hotel fire safety compliance following tragic fire incidents in 

metropolitan cities such as Delhi and Mumbai. One such case involved compliance 
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inspections across luxury hotels including properties of the Hyatt Regency group after a 

major fire tragedy at a budget hotel in Karol Bagh, Delhi. 

Although Hyatt Regency itself was not directly responsible for the tragedy, the incident 

triggered a large-scale inspection drive by the Delhi Fire Service under the Fire Prevention 

and Fire Safety Act. Authorities discovered that even reputed hotels occasionally faced lapses 

such as expired No Objection Certificates (NOCs), improper maintenance of fire exits, or 

delays in renewal documentation. 

Contextual Trigger 

The Karol Bagh fire (2019) exposed systemic regulatory weaknesses. Investigations revealed: 

 Delays in renewal of fire NOCs 

 Deviations from approved building plans 

 Non-functional alarm systems 

 Absence of updated compliance documentation 

The Delhi High Court subsequently directed municipal corporations and licensing authorities 

to strictly enforce fire compliance norms before renewal of hotel licences. 

Stakeholders Involved 

 Hotel owners and General Managers 

 Municipal Corporation 

 Fire Department 

 Excise Department 

 Police Licensing Authority 

 Tourists and guests 

 Insurance companies 

Managerial and Legal Issues 

Hotel managements realized that licensing is not a one-time procedural formality but a 

continuous statutory obligation. Non-compliance may lead to: 

 Cancellation of municipal licences 

 Closure orders 

 Criminal liability 

 Reputational damage 

 Insurance claim rejection 

Why This Case is Important for This Lesson 

This case demonstrates that: 

 Registration under multiple laws is interlinked 
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 Fire safety NOC is mandatory before renewal of other licences 

 Licensing authorities have power to suspend operations 

 Compliance failures can escalate into criminal liability 

Linkage to Lesson Concepts 

This lesson covers: 

 Municipal licensing procedures 

 Fire Safety Act requirements 

 Police licensing under Sarai Act 

 Excise licensing for bars 

 Revocation and suspension of licences 

The Hyatt compliance episode shows how these laws operate simultaneously and why 

integrated compliance management is essential in hotel operations. 

 

2. Case Study for Self-Assessment : The Coastal Grand Hotel Licensing Breakdown 

Background 

The Coastal Grand, a 120-room beachfront property in Goa, began operations after obtaining 

municipal trade licence and excise bar licence. However, within two years of operation, rapid 

expansion of banquet facilities and addition of a rooftop lounge created new compliance 

challenges. 

Chronology of Events 

 Rooftop bar opened without structural modification approval. 

 Fire NOC renewal delayed due to pending inspection deficiencies. 

 Local residents complained about late-night music beyond permitted hours. 

 Excise Department discovered liquor service during a declared dry day. 

 Police inspection revealed improper guest registration records. 

Regulatory Response 

 Show cause notice issued by Excise Department. 

 Temporary suspension of bar licence. 

 Municipal authority withheld renewal of trade licence. 

 Insurance company flagged policy violation due to fire compliance lapse. 

Managerial Dilemma 

The General Manager faced: 
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 Loss of peak tourist season revenue 

 Negative media publicity 

 Employee morale decline 

 Threat of permanent licence cancellation 

Legal Dimensions Covered in This Case 

 Municipal licensing 

 Fire Prevention Act compliance 

 Excise regulations 

 Permitted hours violation 

 Dry day violation 

 Police registration requirements 

 Grounds for licence suspension 

Analytical Questions 

1. Identify all statutory violations committed by Coastal Grand. 

2. Which authority had the power to suspend the bar licence? 

3. How does failure to renew Fire NOC affect other licences? 

4. What internal compliance system should the hotel have implemented? 

5. As General Manager, outline a corrective action plan. 

3.14 Figures and Graphical Inserts 

Figure 1: Multi-Layered Licensing Framework for Hotels 
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Location: After introductory paragraph of lesson 

What the figure shows: 

A flow diagram illustrating interconnected approvals: 

Shops & Establishment → Municipal Licence → Police Registration → Fire NOC → Excise 

Licence → Labour Law Registration → Operational Approval 

 

Figure 2: Classification of Liquor Licences 

 

Location: Under “Licences pertaining to alcoholic beverages” 

What the figure shows: 

Hierarchy chart categorising: 

 On Licence 

 Off Licence 

 Restaurant Licence 

 Residential Licence 

 Combined Licence 

 Special Hour Certificate 
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Figure 3: Permitted Hours and Regulatory Controls 

 

Location: Under “Permitted Hours and Dry Days” 

What the figure shows: 

Time-block graphical representation of: 

Weekday hours vs Sunday hours 

Drinking-up time 

Extension approvals 

Dry days overlay 

 

3.15 Student Learning Activities 

Activity 1: Licensing Mapping Exercise 

Task: 

Identify a hotel in your locality (3-star or above). Prepare a licensing compliance checklist 

covering at least 10 statutory registrations required. 

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................
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......................................................................................................................................................

...................................................................................................................................................... 

Expected Learning Outcome: 

Learner will develop practical understanding of multi-agency compliance structure in hotel 

management. 

 

Activity 2: Fire Safety Compliance Audit Simulation 

Task: 

Prepare a short audit report assuming you are a Fire Department inspector visiting a hotel for 

renewal of NOC. List potential areas of inspection and legal risks. 

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

...................................................................................................................................................... 

Expected Learning Outcome: 

Learner will apply Fire Prevention and Safety Act provisions in operational context. 

 

Activity 3: Liquor Licensing Scenario Analysis 

Task: 

A restaurant wants to introduce live music and extend serving hours. Identify: 

 Type of licence required 

 Additional certificate needed 

 Authority to be approached 

 Possible grounds for refusal 

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

...................................................................................................................................................... 

Expected Learning Outcome: 

Learner will differentiate between restaurant, residential and special hour licences. 
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3.16 Keywords 

Shops & Establishment Act: A state law regulating registration, working conditions, and 

employment practices of commercial establishments including hotels. 

Factories Act: A legislation governing safety, health, and welfare of workers in premises 

employing prescribed numbers of workers with or without power. 

Municipal Trade Licence: A licence issued by local municipal authorities permitting 

operation of lodging houses, restaurants, and eating establishments. 

Eating House Licence: Approval granted by municipal health authorities to operate food-

serving premises. 

 

3.17 Self-Assessment Questions 

Self-Assessment Questions 

Part A: Short Answer Questions (With Answers) 

1. What is the purpose of registration under the Shops & Establishment Act? 

Answer: To regulate working conditions, employment records, and statutory 

compliance of commercial establishments including hotels. 

2. When must a hotel unit register under the Factories Act? 

Answer: When employing 10 or more workers with power or 20 or more without 

power in units such as kitchen or laundry. 

3. What is a Fire NOC? 

Answer: A No Objection Certificate issued by the Chief Fire Officer certifying 

compliance with fire safety norms. 

4. What is an L-5 licence? 

Answer: Retail vend of foreign liquor in a bar attached to a restaurant. 

5. Who issues liquor licences? 

Answer: State Excise Department or designated local authority. 

 

Part B: Essay Questions (With Hints) 

1. Examine the legal framework governing hotel registration in India. 

Hints: Shops Act, Factories Act, Municipal bye-laws, Police Act, Fire Act, inter-

agency coordination. 
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2. Analyse the conditions attached to Restaurant and Residential Licences. 

Hints: Table meals requirement, seating provisions, ancillary nature of liquor, 

availability of non-intoxicants. 

3. Discuss grounds for suspension or cancellation of liquor licence. 

Hints: Unfit licensee, disorderly conduct, fire risk, underage drinking, non-

compliance. 

4. Evaluate the importance of Fire Safety compliance in hotel licensing. 

Hints: Legal liability, insurance, guest safety, renewal dependency. 

 

Part C: Analytical MCQs 

1. A hotel fails to renew its Fire NOC but continues operations. Which consequence is 

most likely? 

A. Only warning issued 

B. Automatic renewal 

C. Licence suspension by municipal authority 

D. No action possible 

Correct Answer: C 

 

2. Liquor served without table meals in a restaurant licence premises constitutes: 

A. Valid service 

B. Minor violation 

C. Breach of licence condition 

D. Permitted under residential licence 

Correct Answer: C 

 

3. Registration of foreigners within 24 hours is mandated under: 

A. Factories Act 

B. Police Act / FRRO regulations 

C. Excise Act 

D. Shops Act 

Correct Answer: B 

 

4. Sale of liquor on credit to non-residents is: 

A. Permissible 
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B. Conditionally allowed 

C. Criminal offence 

D. Allowed during festivals 

Correct Answer: C 

 

3.18 References and Suggested Readings 

Text Books 

• Tulsian, P.C., Business Law, McGraw Hill Education, New Delhi, 2021. 

• Singh, Avtar, Introduction to Law of Contracts, Eastern Book Company, Lucknow, 
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• Rao, P.S., Business Law, Himalaya Publishing House, Mumbai, 2019. 

• Negi, Jagmohan, Hotels for Tourism Development, Metropolitan Book Co., New 

Delhi, 2018. 

• Andrews, Sudhir, Hotel Front Office Training Manual, Tata McGraw Hill, New 
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Unit IV: Food and Beverage Laws 

Prevention of Food Adulteration and Food Safety Regulations  

Introduction  

The Prevention of Food Adulteration Act, 1954 (PFA Act) was enacted by the Indian 

Parliament to prevent the adulteration of food and ensure public health. It came into force on 

June 1, 1955, and was applicable across India. The Act aimed to regulate the manufacture, 

storage, distribution, and sale of food items to protect consumers from harmful practices. It 

was supplemented by the Prevention of Food Adulteration Rules, 1955, which provided 

detailed guidelines on implementation, including hygiene, preservation, and duties of food 

handlers. Although the PFA Act was repealed in 2011 by the Food Safety and Standards Act, 

2006, it remains a foundational reference in understanding historical food laws in the context 

of tourism and hotel management, where food safety is critical for guest satisfaction and legal 

compliance.  

The unit focuses on key aspects relevant to the hospitality industry: definitions of 

adulteration, duties of food handlers, personal hygiene, general guidelines for establishments, 

and laws on preservation. This knowledge equips professionals in tourism and hotels to 

maintain high standards, preventing health risks and legal issues.  

Key Objectives of the PFA Act  

● To define and prohibit food adulteration.  

● To regulate the use of preservatives, colors, and additives.  

● To establish standards for food quality and safety.  

● To outline powers of food inspectors and penalties for violations.  

● To promote hygiene in food handling and establishments to prevent contamination.  

 

Key Definitions (Section 2 of the PFA Act)  

Understanding these terms is essential for identifying violations:  

● Food: Any article used as food or drink for human consumption (excluding drugs and 

water), including ingredients, flavorings, or condiments notified by the government.  

● Adulterated Food: Food is deemed adulterated if:  
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○ It contains inferior or cheaper substitutes that affect quality.  

○ Valuable constituents are removed.  

○ It is prepared, packed, or stored under insanitary conditions leading to contamination.  

○ It contains poisonous ingredients, prohibited preservatives, or excess permitted 

preservatives.  

○ It is insect-infested, decomposed, or unfit for consumption.  

○ It falls below prescribed quality standards.  

 

● Misbranded Food: Food falsely labeled, imitating another product, or lacking required 

declarations (e.g., preservatives).  

● Preservative: Any substance that protects food from decay or decomposition, classified as 

Class I (natural, like salt, sugar) or Class II (chemical, like benzoic acid).  

 

Activity 1: Food Safety Observation Task  

Task: Visit a local restaurant/hotel and observe visible hygiene practices (storage, 

cleanliness, staff gloves, etc.).  

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

...................................................................................................................................................... 

Outcome: Learners understand practical food safety compliance in hospitality.  

Provisions on Food Adulteration (Sections 5-7 of the PFA Act)  

● Prohibitions: No person shall import, manufacture, store, sell, or distribute: ○ Adulterated 

or misbranded food.  

○ Food without a warranty of quality.  

○ Food containing prohibited additives or excess preservatives.  

 

● Relevance to Hotels: In tourism establishments, serving adulterated food (e.g., 

contaminated beverages or expired items) can lead to penalties, including fines or 

imprisonment up to 6 months for minor offenses, or life imprisonment for severe cases 

causing death.  
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● Central Committee for Food Standards: Advises on standards for food items, ensuring 

uniformity.  

 

Activity 2: Reflective Writing Exercise  

Task: Write 300 words on why food safety laws are critical for international tourism 

destinations. 

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................  

Outcome: Learners link tourism reputation with legal compliance.  

Duties of Persons Handling Food and Beverages (Rules 9 and 50 of the PFA Rules, 

1955)  

Food handlers in hotels and restaurants have specific responsibilities to prevent adulteration 

and ensure safety:  

● Inspection and Compliance: Food inspectors (appointed under the Act) must regularly 

inspect establishments, collect samples, and ensure licenses are followed. Handlers must 

cooperate and maintain records.  

● General Duties: ○ Ensure food is not adulterated or contaminated during handling.  

○ Use clean utensils and containers; avoid using defective or contaminated equipment.  

○ Store food to prevent exposure to dust, insects, or impurities.  

○ Display notices of items for sale and provide warranties to vendors.  

○ Report any suspected contamination to authorities.  

 

● In Hospitality Context: Hotel staff must verify supplier quality, handle food with care 

(e.g., no mixing of raw and cooked items), and train employees on safe practices to avoid 

cross-contamination.  

 

Personal Hygiene (Rule 50 of the PFA Rules, 1955)  

Personal hygiene is crucial to prevent food-borne illnesses, especially in high-traffic hotel 

environments:  
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● Requirements for Food Handlers: ○ No employment of persons with infectious, 

contagious, or skin diseases (e.g., boils, sores).  

○ Mandatory wearing of clean overalls, aprons, head coverings, and gloves where necessary.  

○ Wash hands thoroughly with soap before handling food, after using the restroom, or 

touching unclean surfaces.  

○ Cover cuts or wounds with waterproof bandages.  

○ Avoid habits like spitting, smoking, or chewing tobacco near food areas.  

○ Regular medical check-ups to ensure fitness for food handling.  

 

● Penalties for Non-Compliance: Violations can result in license cancellation and fines.  

● Best Practices in Hotels: Implement training programs, provide hygiene kits, and monitor 

staff health to maintain guest trust.  

 

General Guidelines for Food & Beverage Establishments (Rules 49-50 of the PFA Rules, 

1955)  

Establishments like hotels must adhere to these to ensure sanitary conditions:  

● Premises Requirements: ○ Clean, well-ventilated, and lighted; floors and walls made of 

impervious materials for easy cleaning.  

○ Separate from privies, drains, or waste areas to avoid contamination.  

○ Adequate potable water supply, proper drainage, and pest control.  

○ No storage of non-food items in food areas.  

 

● Equipment and Storage: ○ Utensils must be clean, covered, and protected from flies/dust.  

○ Refrigeration for perishable items; separate storage for raw and cooked foods.  

 

● Licensing: All establishments need a license from local authorities, renewable annually, 

with conditions on hygiene and operations.  

● Application to Tourism: Hotels should conduct regular audits, use FIFO (First In, First 

Out) for stock, and label all items with dates and ingredients.  

 

Guidelines and Laws on Preservation (Part VII of the PFA Rules, 1955)  

Preservation laws prevent misuse of additives that could adulterate food:  

● Permitted Preservatives: ○ Class I (Unlimited): Natural like salt, sugar, vinegar, spices, 

honey.  
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○ Class II (Restricted Limits): Chemical like sulphur dioxide (e.g., 40 ppm in beverages), 

benzoic acid (e.g., 120 ppm in jams), sorbic acid.  

 

● Prohibitions: No preservatives in milk, cream, or infant foods; excess amounts make food 

adulterated.  

● Labeling: Must declare preservatives on packages (e.g., "Contains permitted preservative: 

Benzoic Acid").  

● Relevance to Beverages: In hotels, preserved juices or wines must comply with limits to 

avoid health risks like allergies.  

● Testing: Food inspectors can sample for preservative levels; violations lead to penalties.  

 

Penalties and Enforcement (Sections 16-18 of the PFA Act)  

● Minor offenses: Fine up to ₹2,000 or imprisonment up to 6 months.  

● Severe (e.g., injurious food): Up to 6 years imprisonment and fine.  

● Food inspectors have powers to seize, sample, and prosecute.  

● Courts handle cases; appeals possible.  

 

Learning Outcome Achievement By studying this unit, learners will be aware of the 

guidelines and laws on food and beverage hygiene (e.g., sanitary premises, personal 

cleanliness), adulteration (definitions and prohibitions), and preservation (permitted additives 

and limits). This knowledge is vital for compliance in tourism and hotel operations, ensuring 

safe, quality service to guests.  

Study Tips: Review case studies on hotel food poisoning incidents under the PFA Act. 

Practice identifying adulteration scenarios in mock hotel setups. For exams, focus on 

definitions, rules, and duties.  

Activity 3: Mini Case Application  

Task: Assume you are a hotel manager. Prepare a checklist of 10 FSSAI compliance 

measures for your kitchen.  

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................  
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Outcome: Learners apply regulatory concepts to operational management.  

Summary  

Topic: Prevention of Food Adulteration and Food Safety Regulations  

This lesson explains the importance of food safety laws in the tourism and hospitality 

industry. Hotels, restaurants, and catering services must ensure hygienic food practices 

because unsafe or adulterated food can cause serious public health risks and damage tourism 

reputation.  

The lesson highlights the role of the Food Safety and Standards Authority of India 

(FSSAI) in regulating food businesses through licensing, inspections, hygiene audits, and 

penalties. Learners understand key concepts such as food adulteration, contamination, and 

misbranding, and how legal enforcement helps protect consumers, especially tourists.  

Real-world hospitality incidents such as restaurant violations and resort food poisoning cases 

demonstrate the need for strict compliance with food safety regulations. The lesson also 

encourages learners to apply laws practically through observation tasks, reflective writing, 

and compliance checklist activities.  

Overall, the lesson builds awareness of legal responsibilities of hotel managers in ensuring 

safe food service and maintaining destination credibility.  

Case Study for Self-Assessment  

Case: Food Poisoning Incident at a Luxury Resort in Goa  

Background  

Goa is one of India’s most popular international tourism destinations, attracting visitors from 

Europe, Russia, and Southeast Asia. The hospitality industry in Goa includes luxury resorts 

that provide all-inclusive dining services, often promoting “authentic coastal cuisine” as part 

of the tourist experience.  

A reputed five-star beach resort in South Goa hosted an international corporate group during 

the peak tourist season. The resort offered buffet meals featuring seafood, dairy-based 

desserts, salads, and local delicacies.  

Problem Situation  

Within 24 hours of the gala dinner, nearly 40 guests reported symptoms of:  

● Severe stomach cramps  

● Vomiting and dehydration  

● High fever  
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Several tourists required hospitalisation. International travel agencies quickly raised 

concerns, and the incident was reported in national media.  

Investigation Findings  

The Food Safety Department inspection found:  

● Seafood stored at unsafe temperatures  

● Use of stale cooking oil beyond permissible limits  

● Absence of proper FSSAI hygiene audit records  

● Poor staff awareness about cross-contamination  

● Lack of systematic food testing  

 

The resort management claimed the incident was accidental, but authorities considered it a 

serious violation under food safety regulations.  

Stakeholders  

● Resort guests and foreign tourists  

● Resort managers and food production staff  

● Goa Food Safety Commissioner  

● Tourism department and travel agencies  

● Local public health system  

 

Managerial Issues  

The resort faced a dilemma:  

● Should it prioritise brand reputation through denial?  

● Or accept responsibility and improve compliance systems?  

 

The case demonstrates how food safety failures can become tourism governance challenges.  

Relevance to Lesson  

This case reflects the application of:  

● Food Safety and Standards Act provisions  

● Adulteration prevention mechanisms  

● Enforcement and penalties  

● Hotel industry legal obligations  

 

Analytical Questions  

1. What legal responsibilities do hotels have under the Food Safety and Standards Act?  
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2. How does improper storage contribute to food contamination in hospitality operations?  

3. What enforcement actions can FSSAI take against such resorts?  

4. Suggest compliance strategies to prevent recurrence of such incidents.  

5. Evaluate the impact of food safety failures on tourism destination image.  

 

Self-Assessment Questions  

1. Short Answer Questions (With Answers)  

1. Define food adulteration. Food adulteration refers to the addition or substitution of 

inferior or harmful substances in food.  

2. What is FSSAI? The Food Safety and Standards Authority of India is the statutory body 

regulating food safety.  

3. State one objective of food safety regulation. To ensure safe and hygienic food for 

consumers.  

4. What is misbranding in food law? False or misleading labeling of food products. 

 Analytical MCQs  

1. Food safety compliance in hotels is important mainly because: A. It increases decoration 

B. It prevents legal accountability C. It protects tourist health and trust D. It reduces menu 

variety Correct Answer: C  

2. Cross-contamination occurs when: A. Food is properly labeled B. Raw and cooked food 

are stored together C. Food is freshly prepared D. Licenses are renewed Correct Answer: B  

3. The key regulator for food safety in India is: A. RBI B. SEBI C. FSSAI D. AICTE 

Correct Answer: C  

 

References and Suggested Readings  
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1. Goyal, A., Hospitality Law in India, Oxford University Press, New Delhi, 2018.  

2. Kapoor, N.D., Elements of Mercantile Law, Sultan Chand & Sons, New Delhi, 2020.  

3. Singh, Avtar, Law of Consumer Protection, Eastern Book Company, Lucknow, 2019.  

4. Sharma, R.K., Hotel Housekeeping: Operations and Management, Tata McGraw-Hill, 

New Delhi, 2017.  

5. Gupta, S.L., Business Law, Tata McGraw-Hill, New Delhi, 2016.  

6. Jain, S.P., Food Safety and Standards in India, LexisNexis, Gurgaon, 2021.  
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UNIT-V 

5.0 Objectives 

 To understand the legal obligations of the employer in relation to wages, safety, 

working conditions, and statutory compliance in hospitality and tourism 

organizations. 

 To examine the duties and responsibilities of employees toward employers, guests, 

and the organization, including discipline, loyalty, and professional conduct. 

 To analyze the legal aspects of termination of employment, including grounds, 

procedures, and rights of both employers and employees. 

 To evaluate the hotel’s liability toward guests and third parties, particularly in 

cases of negligence, loss of property, injury, or breach of duty of care. 

 To gain knowledge of key labour welfare and social security legislations and Acts 

Structure: 

5.1 Introduction 

5.2 Obligations of the Employer  

5.3 Duties of the Employee  

5.4 Termination of Employment  

 5.5 Hotel’s Liability to others   

5.6 Employee Welfare &amp; Social Security 

5.7 Equal Remuneration Act, 1976  

5.8 The Employees Provident Fund Act, 1952 

5.9 The Minimum Wages Act, 1948  

5.10 The Workmen’s Compensation Act, 1923  

5.11 New Pension Scheme,2005 

5,12 Summary 

5.13 Case Study 

5.14 Keywords 

5.15 Self Assessment Questions 

5,16 Further Readings 
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5,1 Introduction 

In the hospitality and tourism industry, the relationship between employers and 

employees is governed by well-established legal principles and labour legislations. Since 

hotels and tourism organizations deal directly with guests, staff, vendors, and the public, 

maintaining lawful employment practices and ensuring social security measures are essential 

for smooth operations and organizational reputation.Employers in hotels and tourism 

establishments have both contractual and statutory obligations. These include providing fair 

wages, safe working conditions, reasonable working hours, proper training, non-

discriminatory practices, and compliance with labour laws. Employers must also ensure 

adherence to social security legislations and protect employees’ rights as prescribed by 

law.Employees are expected to perform their duties with honesty, loyalty, diligence, and 

obedience to lawful instructions. In the hospitality sector, employees must maintain 

professional conduct, protect the employer’s property, safeguard confidential information, 

and ensure guest satisfaction. Mutual trust and discipline form the foundation of a healthy 

employer–employee relationship.Termination of employment refers to the legal ending of the 

employer–employee relationship. It may occur due to resignation, retirement, misconduct, 

retrenchment, redundancy, or mutual agreement. Labour laws prescribe procedures to ensure 

fairness, including notice periods, inquiry in case of misconduct, and compensation where 

applicable. Proper legal compliance prevents disputes and litigation.Hotels have a legal duty 

of care toward guests, visitors, and third parties. They may be held liable for negligence, loss 

of guest property, personal injuries, food safety issues, or wrongful acts committed by 

employees during the course of employment. Understanding liability helps hotel management 

implement safety standards and risk management practices.Employee welfare and social 

security legislations aim to protect workers from economic insecurity and exploitation. In 

India, several important Acts safeguard employee rights: 

 Equal Remuneration Act, 1976 – Ensures equal pay for equal work irrespective of 

gender and prevents discrimination in recruitment. 

 Employees’ Provident Fund Act, 1952 – Provides retirement benefits through 

compulsory savings for employees. 

 Minimum Wages Act, 1948 – Guarantees minimum wages to prevent exploitation of 

workers. 
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 Workmen’s Compensation Act, 1923 (now Employees’ Compensation Act) – Provides 

compensation to employees for injuries or death arising out of employment. 

 New Pension Scheme (2005) – A contributory pension system ensuring financial 

security after retirement. 

5.2 Obligations of Employer 

Introduction 

The employer–employee relationship is a legally recognized contractual relationship 

governed by the Law of Contract, Labour Laws, Industrial Laws, and principles of natural 

justice. An employer, being the authority who provides work and wages, has certain legal and 

moral obligations toward employees. These obligations aim to ensure fairness, safety, dignity, 

and proper working conditions. Failure to fulfill these duties may result in legal liability and 

penalties. 

1. Duty to Provide Work 

Generally, an employer is not bound to provide work unless the contract specifically requires 

it. However, in certain cases—such as skilled professionals, artists, or employees whose 

remuneration depends on work performed—the employer must provide work opportunities. 

In industries like hospitality, continuous allocation of duties ensures smooth functioning and 

employee satisfaction. 

2. Duty to Pay Wages 

The primary obligation of an employer is to pay wages or salary as agreed in the contract of 

employment. Wages must be: 

 Paid regularly and on time 

 In accordance with minimum wage laws 

 Without unlawful deductions 

Non-payment or delayed payment violates labour laws and may lead to legal action under the 

Payment of Wages Act and other relevant statutes. 

3. Duty to Provide Safe Working Conditions 

An employer must provide a safe, secure, and healthy working environment. This includes: 
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 Proper ventilation and lighting 

 Fire safety measures 

 Safe machinery and equipment 

 Hygiene and sanitation 

 Protection against workplace hazards 

If an employee suffers injury due to unsafe conditions, the employer may be held liable under 

labour laws and the law of negligence. 

4. Duty of Care 

The employer must exercise reasonable care in: 

 Selecting competent staff 

 Providing proper equipment 

 Supervising employees 

 Establishing safe systems of work 

This duty ensures that employees are not exposed to unnecessary risk during employment. 

5. Duty Not to Discriminate 

Employers must treat employees fairly and without discrimination based on gender, caste, 

religion, race, disability, or other protected characteristics. Equal pay for equal work and fair 

opportunities for promotion are essential principles. Discrimination may attract penalties 

under constitutional and labour law provisions. 

6. Duty to Follow Labour Laws 

Employers must comply with all applicable statutory regulations such as: 

 Minimum Wages Act 

 Factories Act 

 Industrial Disputes Act 

 Employees’ Provident Fund (EPF) 
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 Employees’ State Insurance (ESI) 

 Shops and Establishments Act 

Non-compliance may lead to fines, prosecution, or cancellation of business licenses. 

7. Duty to Provide Welfare Measures 

Modern labour laws emphasize employee welfare. Employers are required to provide: 

 Leave benefits (casual leave, sick leave, earned leave) 

 Maternity benefits 

 Rest intervals and working hour regulations 

 Canteen and sanitation facilities (where applicable) 

These measures promote employee well-being and productivity. 

8. Duty to Indemnify Employee 

If an employee suffers loss while performing lawful duties for the employer, the employer 

must compensate or indemnify the employee. For example, if a hotel manager incurs 

expenses while handling official work, the employer must reimburse such expenses. 

9. Duty to Maintain Mutual Trust and Confidence 

The employer must not act in a manner that damages the trust and confidence of the 

employee. Unfair dismissal, harassment, or humiliation violates this implied obligation. 

Conclusion 

The obligations of an employer are both contractual and statutory in nature. They include 

providing work, paying wages, ensuring safety, preventing discrimination, complying with 

labour laws, and promoting employee welfare. These duties ensure a balanced employer–

employee relationship and contribute to industrial harmony. Therefore, understanding 

employer obligations is essential in labour law and management studies. 

5.3 Duties of the Employee 

Introduction 

The employer–employee relationship is based on a contract of employment and is governed 

by the Law of Contract, labour laws, and principles of mutual trust and confidence. While the 
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employer has certain obligations, the employee also has specific duties to perform. These 

duties ensure discipline, efficiency, and smooth functioning of the organization. An employee 

is legally and morally bound to carry out responsibilities faithfully and honestly. 

1. Duty of Obedience 

An employee must obey all lawful and reasonable orders given by the employer. The 

instructions must relate to the nature of employment and should not be illegal or immoral. 

Refusal to obey lawful orders may amount to misconduct and can result in disciplinary 

action. 

2. Duty of Care and Skill 

An employee must perform work with reasonable care, skill, and diligence. The level of care 

expected depends on the nature of the job. For example, a chef in a hotel must ensure food 

safety standards, and a front office executive must maintain accurate records. Negligence or 

careless performance may make the employee liable for losses caused to the employer. 

3. Duty of Fidelity (Good Faith) 

The employee must act in good faith and protect the interests of the employer. This includes: 

 Not disclosing confidential information 

 Not engaging in activities that harm the employer’s business 

 Not accepting secret profits or bribes 

Breach of fidelity may result in termination of employment and legal action. 

4. Duty Not to Compete 

During the period of employment, an employee must not engage in competing business or 

work for a competitor without permission. Doing so would violate the trust placed in the 

employee and may be treated as misconduct. 

5. Duty to Account for Money and Property 

If the employee receives money or property on behalf of the employer, he or she must 

properly account for it. For instance, a cashier in a hotel must accurately record transactions 

and handle cash responsibly. Misappropriation of funds is a serious offence. 

6. Duty to Follow Terms of Contract 
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An employee must adhere to the terms and conditions mentioned in the employment contract, 

such as working hours, leave rules, and code of conduct. Violation of contractual terms may 

lead to disciplinary proceedings. 

7. Duty to Maintain Discipline and Good Conduct 

Employees must maintain discipline, punctuality, and proper behaviour in the workplace. In 

the hospitality industry especially, politeness, courtesy, and professionalism are essential 

duties of employees. 

8. Duty to Avoid Negligence 

Employees must avoid careless acts that may cause damage to the employer’s property or 

reputation. For example, serving contaminated food or mishandling guest complaints may 

harm the hotel's reputation and result in financial loss. 

Conclusion 

The duties of an employee arise from the contract of employment and principles of good 

faith. These duties include obedience, care and skill, fidelity, honesty, discipline, and 

adherence to contractual terms. A harmonious employer–employee relationship depends on 

the sincere performance of these responsibilities. Therefore, understanding the duties of an 

employee is essential for maintaining efficiency and legal compliance in any organization. 

5,4 Termination of Employment 

Introduction 

Termination of employment refers to the legal end of the employer–employee relationship. It 

brings the contract of employment to an end and may occur for various reasons such as 

completion of work, misconduct, resignation, or retirement. Termination is governed by the 

Law of Contract, labour laws, industrial laws, and principles of natural justice. Proper 

termination ensures fairness, legality, and industrial harmony. 

Meaning of Termination of Employment 

Termination of employment occurs when the contract between the employer and employee 

ceases to exist. It may be initiated either by the employer or by the employee. Termination 

must be carried out in accordance with the terms of the contract and applicable labour laws to 

avoid disputes and legal consequences. 
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Modes of Termination of Employment 

Employment may be terminated in several ways depending on circumstances. 

1. Termination by Agreement 

Employment may be terminated by mutual consent of both employer and employee. When 

both parties agree to end the contract, no dispute arises. This is considered the most peaceful 

mode of termination. 

2. Termination by Expiry of Contract 

When employment is for a fixed period, the contract automatically terminates on the expiry 

of that period. For example, temporary or contractual employees are relieved once the agreed 

duration ends. 

3. Termination by Notice 

Either party may terminate the employment by giving notice as specified in the employment 

contract. The notice period allows time for adjustment and handover of responsibilities. 

Salary in lieu of notice may be paid if permitted. 

4. Termination by Dismissal 

Dismissal is termination of employment due to misconduct of the employee such as theft, 

fraud, insubordination, negligence, or breach of trust. Dismissal must follow the principles of 

natural justice, including a fair enquiry and opportunity to be heard. 

5. Termination by Retrenchment 

Retrenchment refers to termination of employment due to surplus labour, reduction in 

business, or economic reasons. It is not related to employee misconduct. Retrenchment must 

comply with labour laws regarding notice, compensation, and procedure. 

6. Termination by Resignation 

Resignation occurs when the employee voluntarily leaves the job by giving notice to the 

employer. Once accepted, the contract of employment comes to an end. 

7. Termination by Superannuation 

Employment terminates when an employee reaches the age of retirement as prescribed by the 

employer or statutory rules. This is known as superannuation. 
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8. Termination by Death or Incapacity 

The contract of employment comes to an end automatically upon the death of the employee. 

It may also terminate if the employee becomes permanently incapable of performing duties 

due to illness or disability. 

Legal Aspects of Termination 

Termination must be lawful, fair, and reasonable. Illegal termination, wrongful dismissal, or 

termination without due process may lead to legal remedies such as reinstatement, 

compensation, or damages. Employers must follow labour laws, standing orders, and 

principles of natural justice. 

Conclusion 

Termination of employment is an important aspect of industrial relations. It may occur by 

agreement, notice, dismissal, retrenchment, resignation, retirement, or other unavoidable 

circumstances. Proper adherence to legal provisions ensures fairness and prevents disputes. 

Therefore, understanding the modes and legal implications of termination of employment is 

essential for both employers and employees. 

5.5 Hotel’s Liability to Others 

Introduction 

A hotel is a public establishment that provides accommodation, food, and other services to 

guests and visitors. While a hotel has certain rights, it also has legal responsibilities toward 

guests, employees, visitors, and even third parties. The liability of a hotel arises mainly under 

the Law of Contract, Law of Torts (especially negligence), Consumer Protection Act, and 

other statutory regulations. If a hotel fails to perform its duties properly, it may be held 

legally responsible for loss, injury, or damage caused to others. 

Meaning of Hotel’s Liability 

Hotel’s liability refers to the legal responsibility of the hotel for any harm, loss, or injury 

caused due to its acts, omissions, or negligence. Liability may arise due to breach of contract, 

negligence, or violation of statutory duties. The hotel is responsible not only for its own 

actions but also for the acts of its employees performed during the course of employment 

(vicarious liability). 
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1. Liability Towards Guests 

The primary responsibility of a hotel is toward its guests. 

a) Liability for Personal Injury 

A hotel must provide safe premises. If a guest suffers injury due to slippery floors, faulty 

elevators, fire accidents, or poor maintenance, the hotel may be held liable for negligence. 

b) Liability for Loss of Guest Property 

Traditionally, innkeepers had strict liability for loss of guest belongings. In modern law, the 

hotel must take reasonable care to protect guest property. If loss occurs due to staff 

negligence, the hotel is responsible. 

c) Liability for Breach of Contract 

If a hotel fails to provide confirmed accommodation or promised services, it amounts to 

breach of contract. The guest may claim damages or compensation. 

2. Liability Towards Employees 

Hotels are responsible for providing safe working conditions. If an employee is injured due to 

unsafe equipment or hazardous conditions, the hotel may be liable under labour laws. 

Employers are also responsible for acts committed by employees during the course of 

employment. 

3. Liability Towards Visitors and Third Parties 

Hotels may also be liable to persons who are not guests but enter the premises, such as 

suppliers, contractors, or event attendees. The hotel must ensure safe premises for all lawful 

visitors. 

For example: 

 Injury during a banquet function 

 Food poisoning at a public event 

 Damage caused by hotel property to neighboring property 

4. Liability for Negligence 

Negligence occurs when the hotel fails to exercise reasonable care. Examples include: 
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 Serving contaminated food 

 Providing unsafe facilities 

 Inadequate security arrangements 

If negligence results in injury or loss, the hotel is legally liable to compensate the affected 

person. 

5. Vicarious Liability 

Under the principle of vicarious liability, a hotel is responsible for wrongful acts committed 

by its employees during the course of employment. For instance, if a hotel staff member 

mishandles guest property or causes harm while performing duties, the hotel is liable. 

6. Liability Under Consumer Protection Law 

Guests are considered consumers. If there is deficiency in service—such as poor service 

quality, unfair trade practices, or negligence—the hotel may be held liable under the 

Consumer Protection Act. 

7. Liability for Food Safety and Hygiene 

Hotels must comply with food safety and health regulations. Serving contaminated or unsafe 

food can result in civil liability, penalties, or cancellation of licenses. 

Defences Available to Hotels 

In certain situations, a hotel may avoid liability if: 

 Loss occurred due to Act of God (natural calamities) 

 Guest’s own negligence caused the damage 

 Guest failed to use provided safety facilities 

 Loss occurred due to acts of public enemies 

Conclusion 

Hotel’s liability to others arises from contractual obligations, negligence, statutory duties, and 

consumer protection laws. Hotels are responsible for the safety, property, and well-being of 

guests, employees, visitors, and third parties. Proper maintenance, trained staff, compliance 

with regulations, and adherence to safety standards help minimize legal risks. Therefore, 
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understanding hotel liability is essential for effective hospitality management and legal 

compliance. 

5.6 Employee Welfare and Social Security 

Introduction 

Employee welfare and social security are important aspects of labour management and 

industrial relations. In modern organizations, employees are considered valuable human 

resources whose well-being directly influences productivity and organizational success. 

Employee welfare refers to facilities and services provided for improving the working and 

living conditions of employees, whereas social security refers to protection given to workers 

against social and economic risks such as sickness, accident, unemployment, and old age. 

Both concepts promote industrial peace and social justice. 

Meaning of Employee Welfare 

Employee welfare includes various services, facilities, and benefits provided by employers to 

ensure the physical, mental, and social well-being of employees. These measures go beyond 

wages and aim at improving the quality of work life. Welfare measures may be voluntary or 

statutory in nature. 

Objectives of Employee Welfare 

The main objectives of employee welfare are: 

 To improve working conditions 

 To promote employee satisfaction and morale 

 To reduce labour turnover and absenteeism 

 To increase productivity and efficiency 

 To maintain good industrial relations 

In sectors like hospitality, where service quality depends heavily on employee performance, 

welfare measures play a crucial role. 

Types of Employee Welfare 

Employee welfare measures are generally classified into three categories: 
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1. Intra-Mural Welfare Measures 

These are facilities provided within the workplace, such as: 

 Clean drinking water 

 Canteen facilities 

 Restrooms and sanitation 

 Proper ventilation and lighting 

 Medical aid and first-aid facilities 

These measures ensure safety and comfort at the workplace. 

2. Extra-Mural Welfare Measures 

These are facilities provided outside the workplace, including: 

 Housing facilities 

 Educational facilities for employees’ children 

 Recreation and sports 

 Transportation 

 Cooperative societies 

Such measures improve the overall standard of living of employees. 

3. Statutory Welfare Measures 

These are welfare provisions made compulsory by law, such as: 

 Working hour regulations 

 Leave benefits 

 Maternity benefits 

 Health and safety measures 

Employers are legally bound to provide these facilities. 
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Meaning of Social Security 

Social security refers to protection provided by the state or employer against economic and 

social distress arising from risks like sickness, disability, unemployment, maternity, old age, 

and death. It ensures income security and financial stability to employees and their families. 

Objectives of Social Security 

 To provide income protection during contingencies 

 To prevent poverty and hardship 

 To promote social justice and equality 

 To ensure economic security after retirement 

Social security schemes strengthen the confidence and loyalty of employees. 

Social Security Measures in India 

Some important social security laws include: 

 Employees’ Provident Fund (EPF) 

 Employees’ State Insurance (ESI) 

 Payment of Gratuity Act 

 Maternity Benefit Act 

 Workmen’s Compensation Act 

 Pension schemes 

These schemes provide financial assistance in cases of sickness, accidents, retirement, and 

other contingencies. 

Importance of Employee Welfare and Social Security 

Employee welfare and social security contribute to: 

 Higher productivity 

 Reduced labour disputes 

 Employee loyalty and commitment 
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 Better organizational image 

 Industrial harmony 

In service industries like hotels and tourism, motivated and secure employees deliver better 

customer satisfaction. 

Conclusion 

Employee welfare and social security are essential components of modern labour 

management. While welfare measures improve working and living conditions, social security 

ensures financial protection against unforeseen risks. Together, they promote industrial peace, 

enhance productivity, and contribute to social justice. Therefore, organizations must give 

priority to employee welfare and social security for sustainable growth and development. 

5,7 Equal Remuneration Act 

Introduction 

The Equal Remuneration Act, 1976 was enacted to provide for the payment of equal wages to 

men and women workers and to prevent discrimination on the basis of gender in matters of 

employment. The Act promotes the principle of “equal pay for equal work” and ensures 

gender equality in workplaces. It reflects the constitutional principles of equality under 

Articles 14, 15, and 39(d) of the Indian Constitution. 

Objectives of the Act 

The main objectives of the Equal Remuneration Act are: 

 To provide equal pay to men and women for the same or similar work 

 To prevent discrimination in recruitment, promotions, training, and transfers 

 To ensure fair treatment of women employees 

The Act aims to eliminate gender-based wage disparities in employment. 

Key Provisions 

1. Equal Pay for Equal Work: Employers must pay equal remuneration to men and 

women workers performing the same or similar nature of work. 
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2. No Discrimination in Recruitment: Employers cannot discriminate against women 

while hiring employees, except where employment of women is legally restricted. 

3. Advisory Committees: The government may appoint advisory committees to 

promote employment opportunities for women. 

4. Maintenance of Registers: Employers must maintain records of wages and 

employees as required by the Act. 

Importance of the Act 

The Act promotes social justice, economic independence of women, and gender equality in 

workplaces. It helps reduce exploitation and encourages fair employment practices across 

industries, including hospitality and tourism sectors. 

Conclusion 

The Equal Remuneration Act, 1976 is an important legislation aimed at ensuring equal pay 

and preventing gender discrimination in employment. It upholds constitutional values of 

equality and fairness. Therefore, it plays a significant role in promoting women 

empowerment and balanced workforce participation. 

5.8 The Employees’ Provident Funds  Act, 1952 

Introduction 

The Employees’ Provident Funds and Miscellaneous Provisions Act, 1952 (EPF Act) is one 

of the most important social security legislations in India. It was enacted to provide financial 

security and stability to employees after retirement and during contingencies such as illness, 

disability, or death. The Act applies to factories and other establishments employing 20 or 

more persons and is administered by the Employees’ Provident Fund Organisation (EPFO) 

under the Ministry of Labour and Employment. 

Objectives of the Act 

The main objectives of the Act are: 

 To provide retirement benefits to employees 

 To ensure compulsory savings during the period of employment 

 To provide financial protection to employees and their families 



80 | P a g e  
 

 To promote social security and economic stability 

The Act aims to create a safety net for workers in the organized sector. 

Schemes under the Act 

The Act provides for three major schemes: 

1. Employees’ Provident Fund (EPF) Scheme, 1952 

Under this scheme, both employer and employee contribute a fixed percentage of wages 

(generally 12%) to the Provident Fund. The accumulated amount with interest is payable to 

the employee at the time of retirement or resignation, subject to certain conditions. 

2. Employees’ Pension Scheme (EPS), 1995 

This scheme provides monthly pension to employees after retirement, and to their family 

members in case of death of the employee. A portion of the employer’s contribution is 

diverted to this pension fund. 

3. Employees’ Deposit Linked Insurance (EDLI) Scheme, 1976 

This scheme provides life insurance benefits to the nominee of the employee in case of death 

during service. 

Applicability 

The Act applies to: 

 Factories engaged in specified industries employing 20 or more persons 

 Establishments notified by the Central Government 

 Employees earning wages within the prescribed limit 

Once covered, the establishment continues to be governed by the Act even if the number of 

employees falls below 20. 

Contributions 

Both employer and employee are required to contribute 12% of the employee’s basic wages 

and dearness allowance to the Provident Fund. The employer also contributes towards 

pension and insurance schemes. 

Failure to deposit contributions may attract penalties, interest, and prosecution. 
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Benefits to Employees 

The Act provides various benefits, such as: 

 Lump sum payment at retirement 

 Pension benefits 

 Insurance coverage 

 Partial withdrawals for specific purposes like marriage, education, medical treatment, 

or housing 

These benefits ensure long-term financial security. 

Duties of Employers 

Employers are required to: 

 Register their establishment under the Act 

 Deduct employee contributions and deposit them on time 

 Maintain records and submit returns 

 Facilitate inspections by authorities 

Non-compliance leads to legal consequences. 

Importance of the Act 

The EPF Act plays a crucial role in promoting social security in India. It ensures disciplined 

savings, reduces dependency after retirement, and provides financial support during 

emergencies. It is particularly significant in sectors like hospitality and tourism, where 

employee welfare is essential for organizational stability. 

Conclusion 

The Employees’ Provident Funds and Miscellaneous Provisions Act, 1952 is a landmark 

social security legislation aimed at safeguarding employees’ future. By mandating 

contributions from both employers and employees, it ensures financial protection after 

retirement and in unforeseen circumstances. Thus, the Act strengthens employee welfare and 

promotes social justice in the workplace. 
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5.9 Minimum Wages Act, 1948 

Introduction 

The Minimum Wages Act, 1948 is an important labour welfare legislation enacted to ensure 

that workers receive fair wages for their work. The main objective of the Act is to prevent 

exploitation of labour by fixing minimum rates of wages in certain employments. It applies to 

scheduled employments specified by the government and aims to protect workers in 

unorganized and vulnerable sectors. 

Objectives of the Act 

The main objectives of the Minimum Wages Act are: 

 To fix minimum wages for workers in scheduled employments 

 To prevent exploitation of labour 

 To ensure a basic standard of living for employees 

 To regulate payment of wages in certain industries 

The Act ensures social justice and economic protection for workers. 

Applicability of the Act 

The Act applies to employments listed in the Schedule of the Act. The appropriate 

government (Central or State Government) has the authority to: 

 Add new employments to the schedule 

 Fix and revise minimum wages 

 Apply the Act to employments where 1,000 or more employees are working 

Once minimum wages are fixed, the employer cannot pay less than the prescribed rate. 

Fixation and Revision of Minimum Wages 

The appropriate government fixes minimum wages based on: 

 Nature of employment 

 Skill level (unskilled, semi-skilled, skilled, highly skilled) 

 Cost of living index 
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 Working conditions 

The government is required to review and revise minimum wages at intervals not exceeding 

five years. 

Minimum wages may consist of: 

 Basic wage 

 Cost of living allowance (Dearness Allowance) 

 Cash value of concessions 

Types of Minimum Wages 

The Act provides for different types of wage rates: 

 Minimum time rate 

 Minimum piece rate 

 Guaranteed time rate 

 Overtime rate 

This ensures that employees are fairly compensated for all types of work arrangements. 

Duties of Employers 

Under the Act, employers are required to: 

 Pay wages not less than the minimum rate fixed 

 Maintain registers and records 

 Provide wage slips to employees 

 Allow inspection by authorities 

Failure to comply may result in penalties, fines, or imprisonment. 

Importance of the Act 

The Minimum Wages Act plays a vital role in: 

 Protecting workers from underpayment 

 Promoting fair wage practices 
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 Reducing poverty 

 Ensuring industrial peace 

In sectors like hospitality and tourism, where many employees work in entry-level or service 

roles, this Act ensures basic income security. 

Recent Development 

The provisions of the Minimum Wages Act, 1948 have now been subsumed under the Code 

on Wages, 2019, which aims to simplify and consolidate wage-related laws in India. 

Conclusion 

The Minimum Wages Act, 1948 is a significant social welfare legislation aimed at protecting 

workers from exploitation by ensuring minimum wage standards. It promotes economic 

justice and fair employment practices. Although now replaced by the Code on Wages, 2019, 

its principles continue to guide wage regulation in India. 

5.10 Workmen’s Compensation Act, 1923 

Introduction 

The Workmen’s Compensation Act, 1923 was enacted to provide compensation to employees 

(workmen) for injuries arising out of and in the course of employment. The Act ensures 

financial protection to workers and their dependents in case of accident, occupational disease, 

disability, or death during employment. It is one of the earliest social security legislations in 

India and reflects the principle of employer’s liability for workplace injuries. 

The Act is now renamed as the Employees’ Compensation Act, 1923, but its objective 

remains the same. 

Objectives of the Act 

The main objectives of the Act are: 

 To provide compensation to employees for employment-related injuries 

 To protect dependents in case of death of the worker 

 To impose statutory liability on employers 

 To ensure social security and justice for labour 
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Applicability of the Act 

The Act applies to: 

 Employees working in specified hazardous occupations 

 Factories, mines, plantations, construction work, and certain establishments 

 Employees not covered under the Employees’ State Insurance (ESI) Act 

The Act covers injuries caused by accidents arising out of and in the course of employment. 

Employer’s Liability for Compensation 

The employer is liable to pay compensation when: 

 Personal injury is caused to an employee by accident 

 The accident arises out of and in the course of employment 

 The injury results in death or disablement 

However, the employer is not liable if: 

 The injury does not result in total or partial disablement for more than three days 

 The injury is caused due to intoxication of the employee 

 The employee willfully disobeyed safety rules 

Types of Disablement 

The Act recognizes four types of disablement: 

1. Death – Compensation is paid to dependents. 

2. Permanent Total Disablement – The employee becomes completely incapable of 

working. 

3. Permanent Partial Disablement – The employee loses partial capacity to work. 

4. Temporary Disablement – The disability is temporary in nature. 

The amount of compensation depends on wages, age of the employee, and nature of injury. 
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Occupational Diseases 

The Act also provides compensation for certain occupational diseases specified in the 

Schedule of the Act. If a worker contracts a disease due to the nature of employment, the 

employer is liable to pay compensation. 

Calculation of Compensation 

Compensation is calculated based on: 

 Monthly wages of the employee 

 Age factor (as per Schedule IV) 

 Nature and extent of injury 

The Act prescribes a formula to determine the amount payable. 

Role of Commissioner 

The Act provides for appointment of a Commissioner for Employees’ Compensation who: 

 Decides claims and disputes 

 Determines the amount of compensation 

 Ensures payment by employer 

Importance of the Act 

The Act promotes workplace safety and accountability. It ensures that workers or their 

families are not left without financial support in case of workplace accidents. In industries 

such as hospitality, construction, and manufacturing, where physical risks exist, this Act 

provides essential protection. 

Conclusion 

The Workmen’s Compensation Act, 1923 (Employees’ Compensation Act) is a significant 

social security legislation aimed at protecting employees against workplace injuries and 

occupational hazards. It imposes a legal obligation on employers to compensate workers for 

employment-related accidents. Thus, the Act strengthens labour welfare and promotes 

industrial justice. 
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5.11 New Pension Scheme (NPS), 2005 

Introduction 

The New Pension Scheme (NPS), introduced in 2004 and implemented from 1st January 

2004 for Central Government employees (except armed forces), was later extended to all 

citizens in 2009. It is a defined contribution pension system regulated by the Pension Fund 

Regulatory and Development Authority (PFRDA). The scheme was introduced to replace the 

old defined benefit pension system and to ensure long-term financial security after retirement. 

The NPS is now widely known as the National Pension System. 

Objectives of the Scheme 

The main objectives of the New Pension Scheme are: 

 To provide old-age income security 

 To promote systematic savings during working life 

 To create a sustainable pension system 

 To reduce the financial burden on the government 

The scheme encourages individuals to build a retirement corpus through regular 

contributions. 

Applicability of the Scheme 

The NPS initially applied to: 

 All Central Government employees appointed on or after 1 January 2004 (except 

armed forces) 

Later, it was extended to: 

 State Government employees (as adopted by states) 

 Private sector employees 

 All Indian citizens between 18 and 70 years 

 Non-Resident Indians (NRIs) 

Thus, it is now a voluntary retirement savings scheme for all citizens. 
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Nature of the Scheme 

The New Pension Scheme is a Defined Contribution Scheme, meaning: 

 The employee contributes a fixed percentage of salary 

 The employer also contributes a prescribed percentage 

 The final pension amount depends on the accumulated contributions and investment 

returns 

Unlike the old pension scheme, there is no guaranteed pension amount. 

Structure of NPS 

The NPS operates through two types of accounts: 

1. Tier I Account 

 Mandatory and non-withdrawable until retirement (with limited exceptions) 

 Designed for retirement savings 

2. Tier II Account 

 Voluntary savings account 

 Flexible withdrawals allowed 

Contribution 

For government employees: 

 Employee contributes 10% of basic pay and dearness allowance 

 Employer contributes 14% (as per recent revisions) 

For private individuals, the contribution amount is flexible, subject to minimum limits. 

Investment Options 

NPS contributions are invested in different asset classes: 

 Equity (E) 

 Corporate Bonds (C) 

 Government Securities (G) 
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 Alternative Investment Funds (A) 

Subscribers can choose between: 

 Active Choice (self-selection of asset allocation) 

 Auto Choice (life-cycle based allocation) 

Withdrawal and Pension Benefits 

At the age of 60: 

 At least 40% of the accumulated corpus must be used to purchase an annuity (monthly 

pension) 

 The remaining 60% can be withdrawn as lump sum 

Partial withdrawals are permitted under specific conditions such as education, marriage, or 

medical emergencies. 

Importance of the Scheme 

The New Pension Scheme promotes: 

 Financial discipline 

 Long-term retirement planning 

 Capital market participation 

 Sustainable pension reforms 

It reduces the financial burden on the government compared to the old pension system and 

ensures portability across jobs and sectors. 

Conclusion 

The New Pension Scheme, 2005 is a modern and flexible retirement savings system designed 

to provide financial security in old age. Being a defined contribution scheme, it encourages 

individuals to actively participate in their retirement planning. The scheme plays a crucial 

role in strengthening India’s social security framework and promoting financial stability for 

employees across sectors. 
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5,12 Summary 

This unit on Laws Relating to Employment and Welfare provides an understanding of the 

legal framework governing employer–employee relationships in the hospitality and tourism 

industry. It explains the obligations of employers, the duties and responsibilities of 

employees, and the legal procedures relating to termination of employment. The unit also 

highlights the concept of hotel liability toward guests and third parties, particularly in cases 

of negligence, injury, or loss of property. Further, it covers important labour welfare and 

social security legislations such as the Equal Remuneration Act, 1976; Employees’ Provident 

Fund Act, 1952; Minimum Wages Act, 1948; Workmen’s Compensation Act, 1923; and the 

New Pension Scheme, 2005, emphasizing the significance of employee protection, welfare 

measures, and financial security in organizational management 

5.13 Case study 

Case Study 1: Wage Discrimination and Statutory Non-Compliance in a Star Hotel 

Background 

A three-star hotel in Vijayawada employed male and female front office executives 

performing identical duties such as guest check-in, billing, and complaint handling. However, 

it was found that male employees were receiving higher salaries than female employees with 

the same qualifications and experience. 

Additionally, some housekeeping staff complained that: 

 They were being paid below the government-prescribed minimum wages. 

 Provident Fund deductions were made from their salary, but the employer was not 

depositing the contribution into their EPF accounts. 

 No proper appointment letters were issued. 

One of the female employees filed a complaint with the Labour Department regarding wage 

discrimination and non-payment of statutory benefits. 

 

Issues Involved 

1. Violation of the Equal Remuneration Act, 1976 (Equal pay for equal work). 

2. Violation of the Minimum Wages Act, 1948. 

3. Non-compliance with the Employees’ Provident Fund Act, 1952. 

4. Breach of employer obligations and statutory compliance. 

Discussion Points 

 What are the legal obligations of the employer in this case? 
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 What penalties may be imposed for non-compliance? 

 What remedies are available to employees? 

 How can the hotel ensure compliance and avoid litigation? 

 

Case Study 2: Workplace Accident and Hotel Liability 

Background 

A housekeeping employee in a luxury resort slipped on a wet floor in the kitchen area while 

cleaning during duty hours. The management had not displayed caution boards, and the floor 

had been recently mopped without proper safety measures. The employee suffered a fracture 

and was unable to work for three months. 

During the same period, a guest also slipped in the lobby due to negligence in maintenance 

and demanded compensation from the hotel. 

The injured employee claimed compensation under the Workmen’s Compensation Act, 

1923, while the guest filed a civil suit alleging negligence. 

Issues Involved 

1. Employer’s liability under the Workmen’s Compensation Act, 1923. 

2. Hotel’s duty of care towards employees and guests. 

3. Concept of negligence and vicarious liability. 

4. Importance of employee welfare and workplace safety. 

Discussion Points 

 Is the employer liable to pay compensation to the employee? 

 On what grounds can the guest claim damages? 

 What safety measures should the hotel implement? 

 How does this case reflect employer obligations and hotel liability? 

 

 

5.14 Key words 

Employment Relationship:The legal and contractual relationship between an employer and 

an employee. 

Labour Laws:Laws that regulate working conditions, wages, rights, and duties of employers 

and employees. 

Employer Obligations:Legal responsibilities of an employer towards employees, such as 

paying wages and ensuring safety. 
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 Safe Working Conditions:A work environment that protects employees from health and 

safety risks. 

 Fair Wages:Reasonable and lawful payment made to employees for their work. 

Statutory Compliance:Following the rules and regulations established by law. 

 Employee Duties:Responsibilities that employees must fulfill, such as honesty and proper 

performance of work. 

 Loyalty and Obedience:Faithfulness to the employer and following lawful instructions. 

 Workplace Discipline:Maintaining order, rules, and proper conduct at the workplace. 

Termination of Employment:The legal ending of the employment relationship. 

 Resignation and Retirement:Resignation is voluntary leaving of a job; retirement is leaving 

service after reaching a prescribed age. 

 Dismissal and Retrenchment:Dismissal is removal for misconduct; retrenchment is 

termination due to reduction of staff. 

 Notice Period:Advance information given before ending employment. 

 Domestic Enquiry:An internal investigation conducted by an employer before taking 

disciplinary action. 

 Hotel Liability:Legal responsibility of a hotel for harm or loss caused to guests or others. 

 Duty of Care:The obligation to take reasonable care to prevent harm to others. 

 Negligence:Failure to exercise reasonable care, resulting in damage or injury. 

Vicarious Liability:Employer’s responsibility for wrongful acts committed by employees 

during employment. 

Guest Safety:Protection of guests from harm, injury, or loss while on hotel premises. 

 Employee Welfare:Facilities and benefits provided for the well-being of employees. 

 Social Security:Government measures that provide financial and social protection to 

workers. 

 Equal Pay for Equal Work:Principle that employees doing similar work should receive the 

same wages regardless of gender. 

 Gender Equality:Equal rights and opportunities for all genders in employment and wages. 

 Provident Fund:A savings scheme where both employer and employee contribute for future 

financial security. 

Retirement Benefits:Financial benefits received after leaving employment due to retirement. 

 Minimum Wages:The lowest wage fixed by the government that must be paid to workers. 

 Wage Protection:Legal safeguards ensuring workers receive their wages properly and on 

time. 
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 Compensation for Injury:Monetary payment given to an employee for injury suffered 

during employment. 

 Workplace Accidents:Unexpected incidents occurring during work that cause injury or 

damage. 

 Pension Scheme:A system that provides regular income to a person after retirement. 

 Financial Security:Economic stability and protection against financial difficulties. 

 

5.15 Self Assessment Questions 

1. Explain the legal and moral obligations of an employer in the hospitality industry. 

Discuss the statutory responsibilities of employers under labour laws and their role in 

maintaining a healthy employer–employee relationship. 

2. Discuss the duties and responsibilities of employees in a hotel organization. How do 

loyalty, discipline, obedience, and professionalism contribute to organizational 

success? 

3. Define termination of employment. Explain the various modes of termination and the 

legal procedures that must be followed to ensure fairness and compliance with labour 

laws. 

4. Examine the legal liability of hotels towards guests and third parties. Discuss the 

concept of duty of care and the circumstances under which a hotel may be held liable 

for negligence or loss. 

5. Discuss the objectives and key provisions of the Equal Remuneration Act, 1976. How 

does the Act promote gender equality in employment? 

6. Explain the main features and benefits of the Employees’ Provident Fund Act, 1952. 

How does it contribute to social security for employees? 

7. Describe the objectives and provisions of the Minimum Wages Act, 1948. How does 

this Act prevent exploitation of workers in the hospitality sector? 

8. Discuss the scope and significance of the Workmen’s Compensation Act, 1923. Under 

what circumstances is an employer liable to pay compensation? 

9. Explain the structure and features of the New Pension Scheme (NPS), 2005. How 

does it ensure long-term financial security for employees? 
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