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Case Title: Jharkhand Small Industries Association & Others vs. State of Jharkhand & Others

Court: Jharkhand High Court

Judgment Date: December 11, 2024

Bench: Chief Justice M.S. Ramachandra Rao and Justice Deepak Roshan

Background of the Case

The Jharkhand government passed the “Jharkhand State Employment of Local Candidates in Private Sector Act, 2021,”

requiring private businesses with 10 or more employees to reserve 75% of jobs with salaries below ?40,000 per month for local

residents. The law aimed to boost job opportunities for locals, reducing migration to other states.

However, associations representing small industries challenged the law, calling it unconstitutional and harmful to businesses.
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Key Points of the Judgment

Violates Constitutional Rights:

The law was found to go against Articles 14, 16, and 19 of the Indian Constitution, which ensure equal opportunities and

the right to work or run a business anywhere in India.

The Constitution allows only Parliament, not state governments, to make residence-based employment laws.

Threatens National Unity:

The court emphasized that such laws could lead to a fragmented nation, encouraging other states to pass similar rules and

harming the idea of “one citizenship” under the Constitution.

Harms Private Businesses:

The law restricted businesses’ freedom to hire skilled workers, limiting their ability to choose the best talent. This could harm

efficiency and productivity.

Past Judgments:

The court referred to earlier rulings like Pradeep Jain vs. Union of India and State of Telangana vs. Subba Rayudu, which

emphasized the importance of equal opportunities for all citizens across the country.

Interim Stay on the Law:

Recognizing the potential harm to businesses, the court put the law on hold and stopped the government from enforcing

penalties for non-compliance.

How This Helps MSMEs

Freedom to Hire Talent:

Businesses, especially small and medium enterprises (MSMEs), can now hire the best candidates based on merit, not just

local residency, ensuring efficiency.

Reduced Compliance Burden:

The law required employers to file reports and register vacancies on a government portal, which added extra work. The stay

removes this burden.

Cost-Effective Operations:
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MSMEs often have tight budgets. Being able to hire the right people from anywhere helps them save costs and improve

productivity.

Boosts Business Confidence:

By blocking the law, the court reassures investors and businesses that they can operate freely in Jharkhand without facing

restrictive regulations.

Conclusion

The Jharkhand High Court’s decision is a relief for private businesses, particularly MSMEs, as it preserves their right to operate

without unnecessary restrictions. By staying the implementation of this law, the court has upheld constitutional values like

equality and freedom, ensuring that businesses can thrive and contribute to the state’s economy. This judgment sets an

important example for other states, balancing the need for local development with the broader principles of fairness and unity.
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