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Labour sector reforms are vital for promoting productivity, employment, social
security and inclusive economic growth. India’s labour regulations have
historically consisted of numerous state level and central laws, resulting in
complexity and compliance difficulties for both employers and workers. A
major transformation took place with the introduction of four major Labour
Codes — the Code on Wages,2019; the Industrial Relations Code,2020; the
Occupational safety, Health and Working Conditions Code,2020; and the Code
on Social Security, 2020.These Labour Codes came into force on 21 November
2025 and rationalized existing 29 central labour laws. The reforms aim to
simplify compliance, expand social security, strengthening minimum wage
protection, improve occupational safety, facilitate formal employment and
protecting gig and platform employment. At the same time, their
implementation raises concerns relating to informality, employment security,
enforcement capacity, State — Centre coordination and worker awareness. This
paper examines the major dimensions of India’s labour sector reforms and
analyses the challenges and opportunities associated with their implementation.
The study is primarily based on secondary data from government publications,
International Labour organization reports, research literature and other
authoritative sources. The paper argues that the success of labour reforms will

depend not only on legislative simplification but also on effective
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implementation, skill development, digital inclusion institutional capacity and

universal social protection.

INTRODUCTION

Labour is one of the most important factors of production and plays a central role in economic growth,
poverty reduction and social development. In a country like India where a large and diverse workforce is
engaged across agriculture, manufacturing, construction, services and emerging digital platforms, an
effective labour policy framework is essential. India’s labour legislation developed over several decades
through separate laws addressing specific aspects of employment. The multiplicity of laws, definitions,
authorities, registration requirements and compliance procedures created complexity for employers and

workers.

The Government of India introduced four major Labour Codes to consolidate the existing central labour

legislation. These are:

1.Code on Wages,2019

2.Industrial Relations Code,2020

3.Code on Social Security,2020

4.0ccupational Safety, Health and Working Conditions Code,2020

These four labour Codes rationalize 29 central labour laws and came into force across India on 21

November 2025.

The reform process is significant as it attempts to address both traditional and emerging labour market
issues. The overall framework seeks to strengthen social security protection for workers in the unorganized
sector. Labour reform is not merely a matter of legislation. India continues to face structural challenges such
as skill gaps, informality, unequal access to employment opportunities and differences between regions and
sectors. The ILO’s India Employment Report 2024 identifies youth employment, education, skills and

labour market quality as significant areas requiring policy attention.

Therefore, an examination of labour reforms must consider both their potential economic benefits and their

implications for worker welfare.

OBJECTIVES OF THE STUDY
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1. To examine the opportunities created by labour reforms for workers and employers
To identify the major challenges associated with the implementation

To assess the contribution of labour reforms to formal employment and economic growth

Eal

To suggest measures for effective and inclusive implementation of labour reforms.
STATEMENT OF THE PROBLEM

India’s labour market is characterized by considerable diversity in employment relationships, working
conditions, wages and levels of social protection. A substantial proportion of workers operate outside
conventional formal employment arrangements, which makes the effective regulation and protection of
workers challenging. The implementation of labour reforms creates an important policy dilemma. On one
side, employers require flexibility, simplified compliance and predictable regulations. On the other side,
workers require decent wages, employment security, social security, safe working conditions and effective

collective representation.
REVIEW OF LITERATURE
1.International Labour Organization and Institute for Human Development (2024)

The India Employment Report 2024: Youth Employment, Education and skills provides an extensive
assessment of India’s labour market with particular emphasis on young people, education and skills. The
report identifies significant changes in labour force participation, employment and unemployment and
highlights the continuing challenges associated with the quality of employment and the transition of young

people from education to work
2.Venumuddala (2020)

Venumuddala examined the nature of informal labour in India using employment data and found that
informality constitutes a very large proportion of India’s workforce. The study examined variations in
informality across regions, sectors, gender and social groups. Its findings highlight the structural nature of
informal employment and demonstrate the difficulty of extending formal labour protections to workers

outside the organized sector.
3.Bahl and Sharma (2023)

Bahl and Sharma examined the relationship between informality, education- occupation mismatch and

wages in India. Their analysis indicates that informality is an important determinant of wages and that
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education- occupation mismatch also affects labour market outcomes. The study emphasizes the importance

of distinguishing between formal and informal workers when analyzing wages and employment.
4.Goswami and Paul (2020)

Goswami and Paul examined labour law reforms in Rajasthan and investigated their effects on employment
and productivity using manufacturing — plant data. Their findings indicate that labour reforms increased
plant value- added and productivity but were also associated with a decline labour use, particularly among

directly employed workers.
5.Ministry of Labour and Employment, Government of India.

The Ministry of Labour and Employment has presented the four Labour Codes as an attempt to simplify and
rationalize India’s Labour law framework. The codes consolidate 29 Central labour laws into four Codes

and aim to reduce multiple definitions, authorities and compliance requirements.

The Government’s current implementation material indicates that the reforms substantially reduce the

number of rules, forms, registers and returns and introduce greater use of electronic compliance.
6.Ministry of Labour and Employment- Social Security

Government literature on Social Security Code emphasizes the expansion of social security coverage to
unorganized workers, gig workers and platform workers. The Code is particularly significant because

traditional social — security mechanisms have largely been associated with formal employment.
7.Labour Codes and the Changing World of Work

The Government’s 2025 implementation announcement argues that India’s earlier labour framework had
become fragmented and difficult to administer, while changing patterns of employment required a more
contemporary regulatory framework. The four Codes were therefore implemented from 21 November 2025,

replacing the previous fragmented framework of 29 central labour laws.
REFERENCES FOR THE LITERATURE REVIEW

e Bahl S & Sharma A. (2023). Informality, education-occupation mismatch, and wages: Evidence from
India.

e Goswami D & Paul S B (2020). Labour Reforms in Rajasthan: A boon or a bane?

Rajina A R, Dr. Binu R Page | 90



fr:%] The Academic Volume 4 | Issue 8 | August 2026

International Labour Organization & Institute for Human Development. (2024). India employment
report 2024: Youth employment, education and skills. ILO.

Ministry of Labour & Employment, Government of India (2025). Social Security for unorganized
workers. Government of India.

Ministry of Labour & Employment, Government of India (2025). Government announces

implementation of four Labour Codes to simplify and streamline labour laws. Government of India.

THEORETICAL FRAMEWORK

The study is mainly based on four theoretical perspectives:

1. Human Capital Theory
Human Capital Theory, developed by Becker (1964), considers education, training and skills as
investment that enhance worker productivity. In the context of labour reforms, investment in skill
development and reskilling can help workers adapt to technological change and improve employability.

2. Labour Market Theory
Labour Market Theory explains the interaction between employer’s demand for labour and worker’s
supply of labour. Effective labour reform must therefore balance labour market flexibility with worker
protection.

3. Decent Work Theory
The ILO’s Decent work framework provides a broader social perspective. Employment should not only
be available but also provide adequate rights, social protection and opportunities for social dialogue.

4. Institutional Theory
Institutional Theory emphasizes the role of laws, rules and organizations in shaping economic behaviour.
The four Labour Codes can be viewed as an institutional restructuring intended to create a simpler and
more coherent labour regulatory framework.

RESEARCH METHODLOGY

The study adopts a descriptive and analytical research design.

Nature of the Study:

The study is based on secondary data.

Sources of Data:
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Data and information have been collected from:

Ministry of Labour & Employment, Government of India

Press Information Bureau
International Labour Organization
Government reports & publications
Academic literature

Research reports

Method of Analysis:

The study uses qualitative analysis to examine:

Major legislative changes
Potential benefits
Implementation challenges
Worker protection

Social — security coverage
Employment implications

Institutional requirements

ANALYSIS AND DISCUSSION

1.

Consolidation of Labour Laws

Volume 4 | Issue 8 | August 2026

One of the most important aspects of the reforms is the consolidation of 29 central labour laws into four

Codes. The Governments’ 2026 compliance handbook states that the reforms reduced the number of

statutory provisions and compliance requirements substantially, including a reduction in forms and registers

and the introduction of a single electronic return.

This can reduce administrative complexity and improve compliance.

2. Wage Protection

The Code on Wages provides a common framework concerning wages and seeks to extend statutory

minimum wage protection more broadly. Minimum wage protection can contribute to improved living

standards and income security.

Rajina A R, Dr. Binu R

Page | 92



fr:%] The Academic Volume 4 | Issue 8 | August 2026

However, enforcement can be difficult among informal workers and in sectors where employment

relationships are not adequately documented.
3. Social Security

The social security Code represents wider coverage of workers including workers in the unorganized sector,
gig and platform workers. This is particularly significant because traditional; social security mechanisms

were largely associated with formal employment.
The reform can contribute to broader social protection and greater portability of benefits.
4. Occupational Safety

The occupational Safety, health and Working Conditions Code places emphasis on workplace safety and
working conditions. This is particularly relevant to industries such as Construction, Manufacturing, Mining,

transport, Plantation and other hazardous occupations.

Improved safety regulation can reduce workplace risks and contribute to worker productivity and well-

being.
5. industrial Relations

The Industrial Relations Code seeks to consolidate laws relating to trade unions, industrial disputes and
employment regulations. The reform can provide employers with greater clarity and flexibility in workforce

management.

However, trade unions and worker organizations have expressed concerns regarding employment security

and collective bargaining.
6. Formalisation of Employment
Formalisation is one of the potential long-term benefits of labour reform.

Formal employment can provide documented employment, social security coverage, better wage protection,

improved employment records, greater protection under labour law.

However, the continued prevalence of informal employment means that formalization requires coordinated

policies extending beyond labour legislation.

6. Digitalisation
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Digital labour administration can improve transparency and reduce paperwork. The Government’s current
compliance framework highlights technology-based compliance and electronic return as important

components of the reformed system.

However, digital system must remain accessible to workers and small enterprises with limited digital

literacy.

MAJOR CHALLENGES

1.Informal Employment

Informality remains one of India’s fundamental labour market challenges.

2.Implementation

The success of the Codes depends on effective implementation by administrative institutions.
3.Centre-State Coordination

Effective implementation requires cooperation between Central and State Governments as Labour is a

subject in the Concurrent List.
4.Worker Awareness

Workers cannot effectively exercise their rights unless they understand the protection and benefits available

to them.
5.Employment Security

Greater flexibility for employers can potentially support investment and employment creation, but excessive

flexibility could create concerns regarding job security.

6.Enforcement

Adequate inpection, grievance redressal and enforcement mechanisms are essential.
7.Skill Gaps

Technological change requires continuous upskilling and reskilling.

8.Regional Differences
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Labour market conditions differ significantly among Indian States, making uniform implementation

challenging.
OPPORTUNITIES
The reform provides several important opportunities:

e (Greater minimum-wage coverage protection.

e Wider social security coverage of workers.

e Recognition of emerging workers like gig and platform workers.
e Improved workplace standards.

e Greater movement towards formal employment.

e Faster and more transparent administration.

e Greater employment opportunities

e Potential contribution to employment and productivity.
FINDINGS
The study identifies the following major findings:
1.India’s labour reforms represent a major restructuring of the country’s labour regulatory framework.
2.The four Labour Codes consolidate 29 central labour laws
3.The Codes aim to simplify labour law compliance and reduce regulatory fragmentation.
4.Social security coverage has been extended to unorganized workers.
5.formalisation of employment is an important potential benefit.
6.Informality remains a major structural challenge.
7.The success of the reforms depends considerably on effective implementation.
8.Centre-State coordination is essential because labour is a concurrent list subject.
9.Worker awareness and access to grievance mechanisms need to be strengthened.

10.Skill development is essential for workers to benefit from technological transformation.
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CONCLUSION

The implementation of the four Labour Codes on 21 November 2025 marked an important shift towards
consolidation, simplification and modernization of labour legislation. The reforms create considerable
opportunities. They can strengthen wage protection, expand social security, facilitate formalisation provide
a regulatory basis for addressing new forms of employment such as gig and platform work. But legislation
cannot resolve India’s labour market challenges. Informal employment, regional disparities, skill gaps,

limited awareness and implementation capacity remain important concerns.

The study concludes that India’s labour reforms have the potential to contribute significantly to inclusive
growth, but their success will depend on effective implementation, institutional capacity, digital inclusion,

skill development and universal access to social protection.
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