
 This paper deals with the regulation of closure under Chapter V-B of the Industrial Disputes Act. The 
subtle differences between lay-offs, lock out, retrenchment and closures have been explained. Closure is a shut 
down or the exit from a particular industry. Closure also entails financial liability as if a retrenchment has 
occurred. The chapter V-B is examined on the basis of the Excel Wear case and the subsequent amendments made 
to it in 1982 to the Section 25O dealing with closure. Few other cases like the Orissa Textile Workers Case of 2002 & 
Stumpp, Schule & Somappa Ltd Vs State of Karnataka have been discussed. The recommendations made by the 
Second National Commission on Labour have also been stated. Based on the various case laws the merits and de-
merits of the provisions have been stated. It can be inferred that some flexibility in the labour laws are needed 
keeping in mind the changing economic scenario and the globalization. It is important for the practitioners to be 
alert and aware of the existing laws of the land and also the primary reasons due to which the closure of companies 
occurs, so that adequate remedial metric can be put in place to catch the distress signal in time. 
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Introduction 
Economic liberalization in India is about two decades old, but reforms in labour laws have not kept pace with the 

economic liberalization. India ranks a lowly 132 out of 183 on the overall ranking of the ease of carrying out a business. The 
silver lining being an improvement of seven places compared to the last year ranking where the overall rank was 139. But 

i
still it is a cause of concern since the average regional ranking for South East Asia is 117 . This indicator is a combination of 
all the various activities from the starting of a business till the insolvency issues and also includes the legal climate. This is an 
indication that clearly much more needs to be done in terms of pushing reforms. 

132

129

126

120

117

91

53

20

India

Indonesia

Brazil

Russian Federation

Regional Average South Asia

China

Mexico

Japan

0          20          40         60         80        100       120       140      160       180

RANKING

Ease of doing Business

Figure 1 : Comparison of Ease of Doing Business in India and Few other Economies

Source : Doing Business Database
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