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Abstract 

Over the most recent couple of years, many employees have lost their positions because of the Voluntary Retirement Scheme, 

retrenchments and closures industrial sectors. Employees are mostly the setback of retrenchment. Loss of service because of 

closure remains on indistinguishable balance from loss of service because of retrenchment, for in the two cases, the workman 

is out of employment abruptly and for no blame of his. Closure of an endeavor incorporates the termination of employment of 

numerous employees. The sudden unemployment presents extraordinary hardship, not exclusively to the concerned employees 

yet additionally to his whole family. The article displays an aggregation of literature and endeavours to look at the legal 

provisions of retrenchment in the industrial sector of India and the basic hypothetical concepts in the light of accessible legal 

structure with respect to conclusion and retrenchment. The article portrays all parts of laws identified with retrenchment and 

furthermore legal protection of employees. 
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Introduction 

Terminating employees is normal in private sector where 

corporate mitigate employees who neglect to satisfy 

execution principles of the company, don't pursue the 

company's good and moral code of conduct or neglect to 

work with their group. Terminations are frequently 

completed hurriedly by the Human Resources department of 

a company ascribing to pressure from stockholders, or as a 

strategy to cut down expenses.  

Retrenchment is one of the manners in which companies use 

to terminate employment when the company is compelled to 

scale down its number of employees. Subsidiary companies 

of Multinational Corporations regularly resort to 

retrenchment to manage their use on human resources. 

However, companies regularly neglect to view the legal 

necessities to be done before retrenching their employees. 

 

Laws relating to Retrenchment under Industrial Dispute 

Act, 1947 

Retrenchment is something similar to cutting back. At the 

point at the point when an organization or government 

experience retrenchment, it decreases active money or uses 

or diverts centre trying to end up more financially 

dissolvable. Numerous organizations that are being 

influenced by investors or have had hailing benefit reports 

may fall back on retrenchment to shore up their tasks and 

make them progressively gainful. Despite the fact that 

retrenchment is frequently utilized in nations all through the 

world to allude to cutbacks, it can likewise name the more 

broad strategy of decreasing and cutting back. 

 

Retrenchment Termination Policy of a “Workman”: 

The Legal Aspect 

The above is an exceptionally casual definition of 

retrenchment. Retrenchment has more to it than only 

termination of employment by an employer. There are a 

large group of legal provisions which oversee the act of 

retrenchment. Section 2 (oo) of the Industrial Disputes Act, 

1947 defines Retrenchment as –  

"the termination by the businessman of the service of a 

worker in any way, shape or form, generally than as a 

punishment dispensed by the method for disciplinary action, 

however, does exclude –  

a. Voluntary retirement of the workman, or  

b. Retirement of the workman on accomplishing the 

period of superannuating if the agreement of 

employment between the business and the labourer 

concerned contains a stipulation for that purpose; or  

c. Termination of the service of the worker due to the non-

evacuation of the agreement of employment between 

the business and the labourer stressed on its expiry or of 

such contract being ended under a stipulation for that 

advantage contained in that; or  

d. Termination of the service of a labourer on the ground 

of proceeded with ill-health;  

 

The meaning of retrenchment was excluded in the Industrial 

Disputes Act, 1947 in its special shape. It was installed by 

Amendment to the Act in 1953. Subsequently, the Industrial 

Disputes Act, 1947 obliges certain conditions in which the 

termination of employment would not be considered as 

retrenchment. It is captivating to note here that the game 

plan (bb) to Section 2 (oo) was inserted later through the 

Amendment Act 49 of 1984. Section 2 (oo) (bb) gives that 

termination of employment on non-renewal of employment 

understanding upon its expiry will not be considered as 

'retrenchment'. Before this arrangement was added to the 

Act, the Courts were of the supposition that non-

reestablishment of such contracts of employment would 

constitute retrenchment with the end goal of this Act. This 

sentiment was communicated by the Supreme Court in 

Hindustan Aluminum Corporation v. Province of Orissa. It 
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was later understood that the judgment was an awful 

judgment and the arrangement (bb) was in this manner 

added to the section.  

The Industrial Disputes Act expresses that an employer can 

retrench an employee in any way, shape or form. The 

Supreme Court has held that the minor demonstration of 

striking off an employee's name from the employee move 

for being missing from office without leave is additionally 

retrenchment. According to the apex court's decision, there 

are no financial or different prerequisites to be there for 

retrenching an employee. 

 

Termination under Contract 

As a rule, employment contracts are quite certain about the 

way toward terminating employment. This is generally the 

case when the termination is by mutual agreement and 

specifically, cases where contractual employment is set for a 

settled period. For example, advisors with global 

associations or assistants at private associations, frequently 

have defined employment periods.  

An employee is viewed as terminated at the conclusion of 

such a contract except if another contract is offered or the 

conditions in the underlying contract are changed. As in 

many nations, employees that are terminated by employers 

are frequently given one month notice or payment of one 

month of wages in lieu thereof. 

 

Termination by Law 

As recently referenced, any termination needs to consent to 

government and state law in light of the fact that these laws 

supplant contract provisions. However, state law ends up 

being especially critical when no defined strategy for 

termination exists. In such situations, state law turns into the 

rule of thumb for terminating an employee. State law itself 

is reliant on the zone of activities of the employer. 

Legal Protections for Employees in India 

Laws in India offer employees an extraordinary level of 

protection, and both the judiciary and the government will, 

in general, have a master specialist position in employment-

termination question. It is, subsequently, not surprising for 

employees who have been dismissed from employment to 

practice their directly of offer. The employees frequently 

challenge their dismissal on the ground that there was no 

reasonable reason for dismissal or that they had not been 

blameworthy of misconduct as held by the employer.  

The Industrial Disputes Act of 1947 applies to workers who 

are not working in a managerial or authoritative limit. The 

Act states that any such employee who has been utilized for 

more than a year must be terminated after authorization is 

allowed by a reasonable government office.  

While affecting retrenchment of the labourers, it is 

mandatory with respect to the businessman to pay 

retrenchment remuneration at the rate of 15 days wages (for 

each finished year) to be determined at the last drawn pay of 

an employee. The figuring of compensation is to be based 

from the date of arrangement what's more, on the off chance 

that a worker has finished 240 days, he will be qualified for 

15 days retrenchment compensation other than one month's 

notice or pay in lieu thereof as though he has laboured for 

one year. 240 days include Sundays or off days just as a 

celebration or national holidays.  

In case a worker has worked for over one year, the system is 

that in case the consequent time of one year is under six 

months then it will be considered one year for calculation of 

compensation. The time of notice should also be kept in 

mind when making estimates. 

 

Provisions related to Retrenchment 

Since the law is settled on what retrenchment is, let us 

continue to the arrangements contained in the Industrial 

Disputes Act, 1947, in regards to the strategy to be followed 

in instances of retrenchment. 

 

Condition Precedent to Retrenchment 

Section 25F gives the conditions point of reference to 

retrenchment. As per this section, the employer must fulfil 

the following conditions previously retrenching a worker 

utilized for a time of time, not less than one year - –  

a. The workman has been given one months notice as a 

hard copy wherein mentioning the purposes behind 

retrenchment and the time of notice for termination, or 

on the other hand, the labourer has been paid in lieu of 

such notice, compensation for the time of the notice;  

b. The labourer has been paid, at the season of 

retrenchment, compensation which will be equal to 

fifteen days average pay [for each finished year of 

nonstop service] or any part thereof more than six 

months; and  

c. Notice in an endorsed way is served on the proper 

Government [or such authority as might be indicated by 

the suitable Government by notification in the Official 

Gazette].  

 

Estimation of average pay is finished by partitioning the last 

drawn monthly salary by 25 and afterwards increasing the 

dividend by 15 for each finished year of nonstop work.  

Section 25N likewise sets out the conditions point of 

reference to retrenchment –  

(1) No labourer utilized in any mechanical foundation 

to which this research applies, who has been in persistent 

service for something like one year under a 

company/industry will be retrenched by that 

industry/company until-  

a. The worker has been given three months notice recorded 

as a hard copy demonstrating the purposes behind 

retrenchment and the time of notice has lapsed, or then 

again the laborer has been paid in lieu of such notice, 

compensation for the time of the notice; and  

b. The prior authorization of the suitable Government or 

such authority as might be determined by that 

Government by notification in the Official Gazette (in 

the future in this section alluded to as the predetermined 

authority) has been acquired on an application made for 

this sake.  

 

(2) An application for consent under sub-section (1) will be 

made by the employer in an endorsed way expressing 

obviously the reasons for the proposed retrenchment and a 

duplicate of such application will likewise be served at the 

same time on the workmen worried in the recommended 

way.  

 

(3) Where an application for consent under sub-section (1) 

has been made, the suitable Government or the 

predetermined authority, in the wake of making such inquiry 

as it supposes fit and in the wake of giving a sensible 

possibility of being heard to the business, the labourers 

concerned and the people keen on such retrenchment, may, 
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having respect to the validity and sufficiency of the reasons 

expressed by the business, the interests of the workmen and 

all other pertinent components, by request and for purposes 

to be kept as a hard copy, give or decline to give such 

authorization and a duplicate of such request will be 

conveyed to the employer and the workmen.  

 

(4) Where an application for authorization has been made 

under sub-section (1) and the fitting Government or the 

predetermined authority does not convey the request 

allowing or declining to give consent to the employer inside 

a time of sixty days from the date on which such application 

is made, the consent connected for will be esteemed to have 

been conceded on the termination of the said time of sixty 

days. 

 

Procedure of Retrenchment 

Section 25G sets out the procedure of retrenchment. Where 

any worker in a mechanical foundation, who is a resident of 

India, is to be retrenched and he has a place with a particular 

class of labourers in that foundation, with no agreement 

between the industry/company and the worker for this 

purpose, the employer will traditionally retrench the worker 

who was the last individual to be given work in that 

characterization, aside from if for reasons to be noticed the 

industry or company retrenches some other worker. The 

employer is also required to keep up a seniority list of the 

workmen. The plan of toward the end in first out is to be 

followed in retrenching workmen. 

 

Conclusion 

Globalization actuates work showcase adaptability which 

India is yet to accomplish because of its unwavering work 

law framework. It has begun making endeavours to 

accomplish full employment everything being equal and 

ideal social welfare however a few issues are left 

unanswered, including retrenchment.  

Usually, retrenchment is a release of surplus work by the 

employer. As per Section 2(oo) of the Industrial Disputes 

Act, 1947 (IDA), retrenchment is the termination of service 

of a worker "in any capacity whatsoever", yet rejects 

termination by strategy for punishment demanded according 

to disciplinary activity, intentional retirement, retirement on 

achieving the period of superannuation if the agreement of 

employment contained such stipulation, non-rebuilding of 

the agreement of employment, and continued with ill health.  

Retrenchment might be because of inescapable reasons 

including justification or establishment of new work sparing 

apparatus. An employer has a direct to sort out his business 

in any lawful way he considers best and courts can't 

scrutinize its appropriateness. In the event that re-

association results in surplus employees, no employer is 

required to worry about their concern. There is an 

agreement of legal sentiment in choosing retrenchment on 

the certainties and conditions of each case.  

Courts have chosen that termination of services because of 

loss of trust in an employee, wastefulness or misconduct 

does not add up to retrenchment. Termination for 

unapproved nonattendance from obligation, left out of job of 

easygoing, invalid beginning arrangement and mandatory 

retirement or exchange of job have been done to be 

retrenchment.  

Indian employers have responded to the prohibitive 

retrenchment laws in a few different ways including the 

more prominent utilization of contract, transitory or 

potentially easygoing work, the utilization of brilliant 

handshakes, and setting up creation in states where work 

isn't sorted out. The government is seeking after 

privatization and disinvestment. Any irregularity in 

retrenchment laws, which address the fundamental working 

of companies, needs the quick consideration of lawmakers. 

 

References 

1. Kumar HL. Labour Laws. (Delhi: Universal Law 

Publishing Co, 2006. 

2. Kumar HL. Dimissal Discharge and Retrenchment. 

(Delhi: Universal Law Publishing Co.), 2000, 

http://www.citehr.com/16363-legal-provisions-under-

industrial-disputes-act.html#axzz1CPDWtKY2, 

3. http://jurisonline.in/2009/05/retrenchment-the-legal-

aspect/  

4. http://jurisonline.in/2009/05/retrenchment-the-legal-

aspect/ 

5. http://www.legalservicesindia.com/article/773/Retrench

ment-under-Industrial-Dispute-Act,-1947.html 

6. https://www.lawfarm.in/blogs/legal-provisions-

regarding-termination-of-an-employee 


