India's Labour Codes reshaping hotel workforces

New labour codes reshape workforce dynamics for India’s hospitality
sector

From wage restructuring to social security, reforms signal a shift towards
formalisation and structured employment

India’s hospitality sector is entering a new phase of workforce
transformation with the implementation of the four labour codes in April
2026. Replacing 29 legacy laws, the unified framework marks @
fundamental shift in how hotels hire, compensate and manage their
workforce—at a time when the industry is witnessing strong growth in
both employment and revenue.

With travel and tourism supporting nearly 7.75-8 crore jobs and
expanding at a double-digit growth rate, the reforms come at a critical
juncture. The new framework aims to balance flexibility with security,
pushing the sector towards greater formalisation, transparency and
compliance.

Key impact areas for the hospitality industry:
Wage Restructuring

A standardised definition of wages will increase the share of basic pay,
leading to higher statutory contributions such as PF and gratuity. This is
expected to raise employment costs and require hotels to recalibrate
compensation structures and pricing strategies.

Shift in Outsourcing Practices

Restrictions on contract labour in core functions could impact widely
outsourced roles such as housekeeping, front office and F&B services.
Hotels may need to increase direct employment, bringing greater
responsibility for tfraining, compliance and workforce management in-
house.

Expanded Social Security Coverage




Fixed-term and contfract workers will how be entitled to broader
benefits, including gratuity and insurance. While this enhances
workforce protection, it also reduces the cost advantage of flexible
hiring models.

Stricter Safety and Compliance Norms

The Occupational Safety, Health and Working Conditions Code
introduces more rigorous standards across operations—from kitchen
safety to employee welfare—requiring structured documentation, audit
readiness and system-driven processes.

While large hotel chains are relatively well-prepared with established HR
and compliance systems, mid-sized and standalone properties may
face challenges in adapting to the new norms. The transition phase is
expected to bring short-term operational pressures, including higher
costs and process realignment.

However, in the long term, the reforms are set to create a more
transparent, efficient and resilient employment ecosystem. As the
industry moves from flexibility-driven practices to structured workforce
models, the focus will increasingly shift towards capability building,
service excellence and sustainable growth.
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