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239. Does non-renewal of a fixed-term contract upon tenure completion trigger 
retrenchment provisions under the Industrial Relations Code, 2020? 

 No, the non-renewal of a fixed-term contract upon tenure completion does not trigger 
the retrenchment provisions under the Industrial Relations Code, 2020 (IR Code, 2020). 
This conclusion is based on a detailed comparison between the definitions of 
"retrenchment" and "fixed-term employment" under the IR Code, 2020, and the 
Industrial Disputes Act, 1947 (IDA, 1947). 

1. Definition of Retrenchment under the IR Code, 2020 

According to Section 2(zh) of the IR Code, 2020, "retrenchment" means the 
termination of a worker's service by the employer for any reason except as a 
disciplinary action, but it explicitly excludes: 

(i) Voluntary retirement of the worker. 
(ii) Retirement on reaching the age of superannuation. 

(iii) Termination due to non-renewal of the contract on its expiry or termination as 
per contractual stipulation. 

(iv) Termination due to completion of tenure of fixed-term employment. 
(v) Termination on the ground of continued ill health. 

Thus, Clause (iv) explicitly states that the termination of service due to the 
completion of a fixed-term contract is not considered retrenchment. This provision 
makes it clear that an employer is not required to follow retrenchment-related 
procedures, such as notice periods or compensation, when a fixed-term contract 
naturally expires. 

2. Comparison with the Industrial Disputes Act, 1947 

The Industrial Disputes Act, 1947 (Section 2(oo)) provides a nearly identical definition 
of retrenchment, with Clause (bb) specifically excluding termination due to the non-
renewal of the contract upon expiry. 

The IR Code, 2020 not only retains this exclusion but further clarifies that termination 
at the end of a fixed-term tenure is not retrenchment. This additional clarity reinforces 
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the intent of the new Code to exclude fixed-term contract expirations from 
retrenchment provisions. 

3. Impact of Fixed-Term Employment Provisions 

Section 2(o) of the IR Code, 2020, which defines "fixed-term employment," provides 
additional protections to fixed-term workers, ensuring: 

 Equal wages, benefits, and allowances as permanent workers performing the 
same job. 

 Eligibility for statutory benefits proportionate to service period, even if the 
minimum statutory qualifying period is unmet. 

 Gratuity eligibility if employed for one year or more under the contract. 

These protections ensure that fixed-term workers do not face unfair disadvantages, 
even though their employment is pre-determined to end at a fixed time. 

4. Compliance Tracker  

Compliance Area Action Required Reference 

Retrenchment (General) 
Follow legal process, provide compensation, 
and serve notice if retrenchment provisions 
apply. 

Section 2(zh), IR 
Code, 2020 

Exclusion of Fixed-Term 
Contract Expiry from 
Retrenchment 

No retrenchment compliance is required 
when a fixed-term contract expires as per its 
tenure. 

Section 2(zh)(iv), IR 
Code, 2020 

Non-Renewal of 
Employment Contract 

If a contract is not renewed upon expiry, it 
does not trigger retrenchment provisions. 

Section 2(zh)(iii), IR 
Code, 2020 

Fixed-Term Employment 
Benefits 

Provide wages, allowances, and benefits 
equal to permanent workers for similar work. 

Section 2(o)(a), IR 
Code, 2020 

Statutory Benefits for 
Fixed-Term Employees 

Ensure proportionate statutory benefits, even 
if the worker does not meet the minimum 
service period. 

Section 2(o)(b), IR 
Code, 2020 

Gratuity for Fixed-Term 
Employees 

Pay gratuity if the employee completes one 
year of continuous service under a fixed-term 
contract. 

Section 2(o)(c), IR 
Code, 2020 

In conclusion, the non-renewal of a fixed-term 
contract upon tenure completion does not 
amount to retrenchment under the Industrial 
Relations Code, 2020.  
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