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Abstract

India’s pharmaceutical sector is one of the country’s most strategically important industries, contributing
significantly to employment, healthcare delivery and global drug supply chains. The implementation of
four consolidated labour codes—the Code on Wages (2019), Industrial Relations Code (2020), Code on
Social Security (2020) and the Occupational Safety, Health and Working Conditions Code (2020)—in
November 2025 marks a major legislative shift intended to simplify compliance requirements, enhance
worker protection and modernize labour governance. This paper provides a detailed and comprehensive
examination of how these reforms affect the pharmaceutical industry. The analysis draws upon secondary
sources including government notifications, legal commentaries, expert reports and industry assessments
to evaluate how wage restructuring, contract labour regulation, occupational safety standards and
industrial relations are reshaped by the new legal framework. The findings indicate that while the reforms
impose notable short-term compliance and financial burdens, they offer long-term benefits by
strengthening worker welfare, reducing regulatory fragmentation, and improving the predictability of
labour practices. The study concludes by offering policy and managerial recommendations aimed at
enabling pharmaceutical companies to transition smoothly into the new labour framework while
maintaining operational efficiency and regulatory compliance.
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1. Introduction

India’s pharmaceutical industry is globally recognized as a leading provider of generic medicines,
vaccines, biotechnology products and clinical research capabilities. With a workforce numbering in the
millions across manufacturing units, laboratories, packaging facilities and contract research organizations,
it forms a labour-intensive and regulation-heavy segment of the economy. Labour laws therefore play a
crucial role in shaping operational efficiency, cost structures, compliance obligations and worker welfare
in this sector.

The Government of India’s initiative to consolidate 29 existing labour laws into four unified labour codes
represents a substantial regulatory transformation. These codes—focused on wages, social security,
industrial relations and occupational safety—aim to streamline labour governance and promote ease of
doing business, while simultaneously improving protections for workers. For the pharmaceutical industry,
which operates within complex regulatory frameworks such as Good Manufacturing Practices (GMP),
Good Clinical Practices (GCP) and international export guidelines, this legal overhaul intersects directly
with day-to-day operations and long-term strategic planning.
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This paper examines the multifaceted impact of the new labour codes on the pharmaceutical sector. It
seeks to provide a detailed analysis of how the codes affect compensation structures, contract labour
management, workforce stability, occupational safety, legal compliance, production continuity and labour
relations. The study emphasizes the altered regulatory expectations placed upon pharmaceutical
companies and the extent to which these reforms influence competitiveness, productivity and
organisational sustainability.

2. Literature Review

Labour reforms in India have historically been analysed through the lenses of industrial relations, wage
protection, social security and occupational safety. Earlier research consistently identified the
fragmentation of labour laws as a major obstacle to efficient compliance, particularly for industries
operating across multiple states. Fragmented regulations often led to inconsistencies in wage structures,
complex employer reporting obligations and high administrative costs.

Within the pharmaceutical sector, studies emphasize that workforce management must comply not only
with labour laws but also with stringent global regulatory standards. Research underscores that workforce
stability, safety and skill development are essential for meeting GMP norms, ensuring sterile
manufacturing environments and maintaining quality assurance systems. Prior literature also notes the
industry’s dependence on contract and temporary labour in functions such as packaging, warehousing,
cleaning, equipment validation, clinical monitoring and data management. This makes the sector highly
sensitive to legal reforms that alter the employment status or benefits of contract workers.

Reports published by policy think tanks and professional advisory firms since the passage of the four
labour codes predict a shift towards more formalized and structured labour management. They anticipate
increased payroll costs due to revised wage definitions, greater compliance responsibilities under the
OSHWC Code and altered bargaining dynamics due to changes in the Industrial Relations Code. However,
academic evaluations specific to pharmaceutical operations remain limited, creating a need for sector-
focused assessments of the kind undertaken in this study.

3. Objectives of the Study

The primary objective of this research is to provide a comprehensive and detailed evaluation of how India’s
new labour codes are likely to influence the pharmaceutical industry. The study aims to identify the major
legal provisions relevant to pharmaceutical operations and analyse the resulting effects on workforce
management, wage structures, safety compliance, contractor regulation and industrial relations. A
secondary objective is to propose strategic recommendations for pharmaceutical firms to navigate the
transitional challenges while maximizing the long-term benefits associated with the reforms.

4. Research Methodology

The present study employs a qualitative, analytical approach based entirely on secondary data. Sources
include official government notifications, statutory texts of the labour codes, press releases, industry
guidelines, HR advisories, media articles, and legal commentaries published around and after the
implementation of the reforms. These documents are examined to identify provisions with direct relevance
to pharmaceutical manufacturing, R&D units, packaging operations, CROs and clinical trial
environments. The findings are synthesised to produce a structured assessment of the reforms’
implications.
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This methodology is appropriate due to the recent implementation of the labour codes and the limited
availability of primary data. The analysis aims to build a conceptual framework that can guide future
empirical research and policy dialogue.

5. Overview of the Four Consolidated Labour Codes

5.1 Code on Wages, 2019

The Code on Wages introduces a uniform national definition of wages, which reduces the scope for
employers to structure compensation packages in ways that minimize statutory contributions. By
establishing a national minimum wage floor, the Code aims to promote consistency across states and
industries. These provisions have significant implications for pharmaceutical factories that employ large
numbers of workers in production, packaging and quality control roles. The inclusion of allowances within
the wage structure affects the cost of statutory contributions such as provident fund and gratuity, requiring
companies to restructure salary components to comply with the new requirements.

5.2 Industrial Relations Code, 2020

The Industrial Relations Code introduces new guidelines for layoffs, retrenchments and industrial closures
by revising thresholds and streamlining approval processes. It also clarifies the criteria for trade union
recognition and formalizes fixed-term employment, allowing employers to hire workers for specific
durations without compromising statutory benefits. Pharmaceutical units, especially large plants operating
with hundreds of employees, benefit from greater flexibility in workforce adjustment. However, this
flexibility is balanced by stricter reporting and documentation obligations to prevent misuse of
retrenchment provisions.

5.3 Code on Social Security, 2020

The Code on Social Security consolidates provisions on provident fund, employee state insurance,
maternity benefits and gratuity. It expands the coverage of these benefits to include fixed-term employees
and certain categories of gig workers. In the pharmaceutical industry, where contract research
organizations and outsourced quality testing units employ significant numbers of fixed-term staff, this
expansion of coverage changes the cost dynamics and necessitates closer monitoring of contractor
compliance.

5.4 Occupational Safety, Health and Working Conditions Code, 2020

The OSHWC Code places strong emphasis on workplace safety and health. It mandates periodic health
examinations, establishment of safety committees, hazard management systems, improved record-keeping
and enhanced welfare facilities. For pharmaceutical manufacturing, which often involves hazardous
chemicals, sterile environments and biologically sensitive processes, these provisions require systematic
investments in safety infrastructure, training and internal monitoring. Provisions addressing women’s
safety during night shifts also influence shift scheduling and facility management.

6. Detailed Analysis of the Impact on the Pharmaceutical Industry

6.1 Wage Restructuring and Payroll Implications

The revised definition of wages has far-reaching consequences for payroll management in the
pharmaceutical industry. Companies traditionally relied on a mix of allowances, incentives and
reimbursements to optimize cost structures. The Code on Wages limits the proportion of such allowances,
thereby increasing the portion of salary subject to statutory deductions. This results in higher employer
contributions to PF, ESIC and gratuity, increasing labour costs for production-intensive firms. Over time,
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however, the uniform wage definition is expected to reduce disputes, improve transparency and facilitate
interstate mobility of labour.

6.2 Regulation of Contract Labour and Fixed-Term Employees

Pharmaceutical companies depend heavily on contract labour for routine, repetitive and auxiliary
functions. The new labour codes require contractors to comply with uniform standards of wages, social
security and safety, and principal employers must ensure proper documentation and oversight. The
obligation to provide fixed-term employees with the same benefits as permanent workers increases the
cost of using temporary skilled workers such as laboratory technicians, data entry operators and clinical
trial assistants. While these changes impose financial pressure, they also lead to a more stable and
motivated workforce.

6.3 Enhanced Occupational Safety Standards

The OSHWC Code significantly expands the scope of workplace safety obligations. Pharmaceutical plants
must now conduct regular health screenings, maintain detailed safety logs, offer adequate welfare facilities
and constitute safety committees in larger establishments. These requirements align closely with global
GMP standards and can lead to improved quality control, reduced contamination risk and enhanced
employee well-being. Although compliance investments may be substantial—particularly for MSMEs—
they ultimately contribute to reduced accidents, fewer disruptions and improved audit performance during
international inspections.

6.4 Shifts in Industrial Relations Dynamics

The Industrial Relations Code alters the landscape of workforce management by increasing the threshold
for government approval for layoffs and retrenchments. This provides pharmaceutical companies with
greater operational flexibility, especially in times of market volatility or declining demand. However, the
code also imposes strict documentation and grievance redressal mechanisms to prevent arbitrary actions.
Effective communication with workers and transparent HR policies become essential to maintain trust and
minimize disputes.

6.5 Overall Cost Structure and Competitiveness

In the short term, the labour codes increase compliance costs through higher statutory contributions,
safety-related investments and the need to upgrade HR systems. Contracting costs may also rise due to
stricter obligations on contractors. However, the long-term benefits include improved workforce
discipline, reduced legal complexity, enhanced operational predictability and alignment with international
norms. These benefits strengthen India’s position as a reliable global pharmaceutical supplier.

7. Discussion

The pharmaceutical industry operates at the intersection of strict regulatory oversight, high workforce
dependence and global market integration. The new labour codes both challenge and support this industry.
While the immediate need to restructure wages, modify safety systems and update industrial relations
processes creates administrative and financial strain, the reforms ultimately contribute to more robust
governance and improved labour-management relations.

The standardization of wage and safety norms across states is particularly beneficial for pharmaceutical
companies with multi-state operations. The codes reduce ambiguity in compliance, which historically
contributed to inconsistencies during audits by regulatory bodies such as the USFDA and EMA. Over
time, the labour reforms may enhance India’s reputation as a compliant and ethically governed
pharmaceutical manufacturing hub.
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8. Recommendations

Pharmaceutical companies should initiate comprehensive compliance assessments to evaluate their
readiness for the new labour framework. HR departments need to redesign payroll systems, update
employment contracts and increase coordination with contractors. Investment in occupational health and
safety must be prioritized, particularly through regular safety training, improved infrastructure and
implementation of safety committees. Effective communication strategies and robust grievance
mechanisms will be essential to promote positive industrial relations.

At the policy level, government bodies should consider issuing sector-specific guidelines to support
pharmaceutical firms in implementing the labour codes. MSMEs may require transitional financial
assistance or simplified compliance pathways to avoid operational disruptions.

9. Limitations of the Study

This study relies entirely on secondary data due to the recent implementation of the labour codes. The
absence of post-implementation empirical evidence from pharmaceutical companies limits the ability to
quantify the reforms’ impact. Future research should incorporate surveys, field studies and comparative
analyses to build a more comprehensive empirical understanding.

10. Conclusion

The introduction of India’s consolidated labour codes represents a landmark shift in labour regulation. For
the pharmaceutical industry, the reforms introduce both challenges and opportunities. Companies must
adapt to new wage structures, safety standards and contract labour regulations, which may initially strain
financial and administrative resources. However, the long-term advantages—such as improved
compliance clarity, enhanced worker welfare and strengthened operational discipline—position the
industry for sustainable growth. As one of India’s most globally integrated sectors, the pharmaceutical
industry stands to gain significantly from the enhanced regulatory coherence introduced by the new labour
codes.
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