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Message
The government of India, as a part of improving the ease of doing business, 
is set to amend the archaic Labour Laws of the country and consolidate them 
into four Codes – Code on Wages, Code on Social Security, Code on Industrial 
Safety and Welfare, and Code on Industrial Relations. 

The Code on Wages replaced the Payment of Wages Act 1936, Minimum Wages 
Act 1948, Payment of Bonus Act 1965 and the Equal Remuneration Act 1976.

The objectives of the Code is to universalize the provisions of minimum wages 
and timely payment of wages to all employees, irrespective of the sector and 
wage ceiling, to fix the anomalies in the labour wages, and also to remove dis-
crimination in wages.

I am pleased to know that the Federation of Telangana Chambers of Com-
merce and Industry is releasing this Handbook titled “An Overview of Code 
on Wages 2019” to understand the changes brought in the provisions of the 
previous Acts, how they impact the wage system of the organizations and for 
easier adaptation of the Code by the stakeholders. 

I thank Mr. Ch.Vijaya Saradhi and Mr. Ch.Dakshina Murthy, members of HR 
& IR Committee, for preparing the Handbook on behalf of FTCCI with the sole 
objective of making it easier for the HR Fraternity to understand the intrica-
cies of the Code on Wages 2019 and implement them effectively.

I am confident that today’s interactive meet on “The Code on Wages 2019” 
help the participants understand the Code and make them de-code the Code 
easily. 

I wish the program a success.

Karunendra S. Jasti 
President
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An overview on   “CODE ON WAGES – 2019”
When we talk about “Wages” let us make an 
attempt to understand the history of the wages.  The 
Government of India during the year 1966 appointed 
Dr.Gajendra Gadkar P.B. as Chairman for National 
Commission on Labour and the report was signed 
on 28th August, 1969.   Under the Wage concepts 
the report says “the terms which have acquired 
currency in discussing wage problems since 1948 
are …
(i)  The statutory minimum wage
(ii)  The bare or basic minimum wage
(iii)  The minimum wage
(iv)  The fair wage
(v)  The living wage and
(vi)  The need based minimum wage”

The first term owes its origin to the province of the 
Minimum Wages Act, 1948, the second is used in 
awards and judicial pronouncements, the next set 
of three terms have been introduced in the report of 
the Committee on Fair Wages.  The last one in the 
resolution of the 15th session of the Indian Labour 
Conference held in July,1957.
The Statutory minimum wage is, the wage 
determined according to the procedure prescribed 
by the relevant provisions of the Minimum Wages 
Act, 1948.  Once the minimum rates of the wages 
fixed, according to the procedure fixed by the Law, 
it is an obligation of the employer to pay the said 
wages irrespective of capacity to pay.
The Central Legislative Assembly also adopted a 
resolution in February,1938 urging payment of 
sufficient wages and fair treatment to workers 
employed in industries receiving protection or subsidy 
from the Government. Sufficient Wage was defined 
as a wage which would ensure to every worker the 
necessities for existence food, clothing, housing and 
education, taking into account at the same time 
the practical side of the question and needs of the 
industry.  The implementation of this resolution was 
however deferred.  Minimum wage was discussed 
in the 5th session of the Indian Labour Conference 
held in September,1943.
After a full debate in another session of the Indian 
Labour Conference on the scrutiny, a separate sub-
committee was appointed.  The minimum wage bill 
was introduced in the Central Legislative Assembly 

in April,1946 and the Act enforced in March,1948.  It 
empowers the Central and the State Governments 
to fix minimum rates of wages for different 
employments listed in the Schedule to the Act.   
Initially 13 employments were originally included in 
the schedule, but provision was made to enabling the 
State Governments to add to the list.   The National 
Commission of Labour during the year 1969 itself 
says review of rates of wages fixed at intervals not 
exceeding five years.  
As per the proposed Wage Code the rates of wages 
other than Cost of Living Index will be revised once 
in five years which means the existing practice of 
revising wages within 5years gone.  Now all employers 
will change the Wages once in five years. 
The whole philosophy underlaying the enactment of 
the Minimum Wages Act is to prevent exploitation 
of labour through the payment of unduly low wages.  

National Minimum Wage:
The concept was discussed in the repot of the National 
Commission of Labour.   Several State Governments 
and some government departments have been of 
the general view that a national minimum wage 
could be an alluring concept, but difficulties in 
giving shape to it should not go unrecognized.   They 
feel that a start should be made by fixing “regional 
minima”.  Workers organizations on the other hand 
have suggested a national minimum below which 
no employer should be allowed to hire labour.   At 
the same time some of them have expressed an 
apprehension that the minimum so fixed will tend 
to be the maximum and they require us to evolve 
suitable safeguards.  With this national minimum 
there should also be a “regional minima” worked 
out with special reference to the ways of in different 
living areas.  
The advocates of national minimum wage that such 
a minimum would have more extensive coverage and 
would make implementation easier and effective 
because of its simplicity.  The national minimum 
wage concept is not a new one as the concept was 
discussed in the year 1969 itself and is like an old 
wine in new bottle.
This is the first in a series of four labour codes 
proposed in the government’s labour reform 
initiative. 
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The Code on Wages seeks to universalize the 
provisions of minimum wages and timely payment 
of wages to all employees, irrespective of the sector 
and wage ceiling. Introduction of statutory floor 
wage under the Code will be computed on the basis 
of minimum living conditions and will extend quality 
living conditions across the country to about 500 
million workers. 
As on today, the legislative section of Constitution 
of India is divided into 3 Lists.  Union List, State 
List and Concurrent List.   The 7th Schedule of the 
Constitution of India speaks about the Concurrent 
List which has nearly 52 items and it includes the 
Power by both the Central Government and State 
Governments to make Laws.
The existing Payment of Wages Act-1936, The 
Minimum Wages Act-1947, The payment of Bonus 
Act-1965 and The Equal Remuneration Act-1976 
consists of which was merged into single wage code 
consists of

Each Act of the above defines “Wages” relevant to 
prospect of that respective Act whereas the Code 
on Wages-2019 defined “Wages” as one. Under 
the code on wages, the labour ministry plans to 
streamline the definition of wages by amalgamating 
four related statutes i.e Minimum wages, Act, 1948, 
the payment of wages Act, 1936, the payment of 
Bonus Act, 1965 and the Equal Remuneration Act, 
1976. 
Currently in India, there are over 40 State and Central 
Laws regulating various aspects of labour such as 
resolution of industrial disputes, working conditions 
in workplace, and wage and bonus payments.   In the 
year 2002, the 2nd National Commission on Labour 
recommended that existing labour Laws should be 
classified into broader groups for easier compliance 

such as wages, working conditions, safety, welfare, 
Social Security and industrial relations.    Though 
this would allow for uniformity in the coverage of 
various labour laws that are in force, this report 
did not move further because of social, economic, 
political conditions prevailed in our country.  
Finally, there was a significant momentum in the year 
2017.   The Code on Wages-2017 was introduced 
in Lok Sabha on 10th August,2017.   As per the 
procedure, the bill was referred to the Standing 
Committee and the Standing Committee submitted 
its report on 18th December,2018.  After that the 
Bill could not move further since the 16th Lok Sabha 
was dissolved in May,2019.   When Narendra Modi 
ji’s Government come into the power again with full 
majority in the 17th Lok Sabha, a fresh bill namely 
The Code on Wages Bill, 2019 has been drafted 
inter alia, after considering the recommendations 
of the Parliamentary Standing Committee and 
other suggestions of the Stakeholders.  On 3rd 
July 2019, the Union Cabinet approved the Wage 
Code Bill and made the path easy to pass the draft 
law in Parliament.   The Code on Wages Bill-2019 
introduced in Lok Sabha on 23rd July, 2019.  
As per the laid procedure in the Constitution of 
India, the ministry under Government of India has 
put forward the bill for discussion in Rajya Sabha, 
and, on 02nd August, 2019, the upper house of 
Indian Parliament too passed “The Code on Wages 
Bill- 2019”, and the same got Hon’ble President of 
India’s Assent.  Government of India vide its Official 
Gazette No.48 dt.08th August,2019 released the 
Act “The Code on Wages, 2019 (No.29 of 2019) 
to the public.   This extends to the whole of India, 
including Jammu & Kashmir. 
The Code seeks to regulate wage and bonus 
payments in all employments where any industry, 
trade, business or manufacturing is carried on.    
Infact the Code on Wages, 2019 replaced 4 Acts 
i.e. The Payment of Wages Act-1936, The Minimum 
Wages Act-1948, The Payment of Bonus Act-1965 
and The Equal Remuneration Act, 1976. 

S.No. Act No. of  
  Sections  
  / Synopsis

1 The Payment of Wages Act, 1936 26
2 The Minimum Wages Act, 1947 31
3 The Payment of Bonus Act, 1965 40
4 The Equal Remuneration Act, 1976 18
 Total: 115

which was merged into single wage code consists of 9 Chapters 
and 69 Clauses. 
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This Code has 9 Chapters and 69 Clauses:

Chapter   Clauses 

Preliminary   01 to 04
Minimum Wages  05 to 14
Payment of Wages  15 to 25
Payment of Bonus  26 to 41
Advisory Board    42
Payment of Dues,  
Claims and Audit  43 to 50
Inspector-cum-Facilitator 51
Offences and penalties  52 to 56
Miscellaneous   57 to 69

Highlights:
4 The central government will set minimum wages 

for certain employments including railways, and 
mines. 

4State governments will set minimum wages for all 
other employments. 

4The Code provides that a national minimum wage 
may be set by the central government. 

4States cannot set minimum wages lower than the 
national minimum wage.  

4Further, the central government may set separate 
national minimum wages for different states or 
regions of the country.

4Minimum wages must be revised by the central or 
state governments at an interval of five years.

4The overtime rate will be at least twice the normal 
rate of wages of the employee.

4The definitions are clear on the words 
Company, factory, establishment, Government 
establishment, employer, Contractor, employee, 
worker, Contract Labour, same work or work of a 
similar nature, wages, minimum wages, industrial 
dispute, inspector-cum-facilitator, advisory board, 
appropriate Government, Cooperative society, 
corporation, direct tax, income tax, agricultural 
income tax law, accounting year, notification, 
prescribed, State, tribunal.

4The Code excludes the apprentices engaged 
under the Apprentices Act, 1961.  

Key issues & Analysis:

	 Central government may set a national minimum 
wage:

	 Further, it may set separate national minimum 
wages for different states or regions.  In this 
context, two questions arise i.e. (a) the rationale 
for a national minimum wage  (b) whether the 
central government should set one or multiple 
national minimum wages. 

	 States to ensure that minimum wages set by 
them are not lower than the national minimum 
wage:

	 If the existing minimum wages set by states are 
higher than the national minimum wage, they 
cannot reduce the Minimum Wages [Example: for 
employments in the cement industry, the minimum 
wage in Jharkhand is Rs.186/- per day.  Let us Say 
that the central government introduces a national 
minimum wage at Rs.200/-.  In this case, the 
state government of Jharkhand will have to revise 
its minimum wage to a level equal to or above Rs 
200.  However, if the central government later 
revises the national minimum wage to Rs.190/-, 
the state government of Jharkhand cannot reduce 
its minimum wage].   This may affect the ability 
of states to reduce their minimum wages if the 
national minimum wage is lowered.  

	 The time period for revising minimum wages 
will be set at five years: 

	 Currently, state governments have flexibility in 
revising minimum wages, as long as it is not more 
than five years.  It is unclear why this flexibility 
has been removed, and five years has been set 
for revision.

	 The Equal Remuneration Act, 1976, prohibits 
employers from discriminating in wage 
payments as well as recruitment of employees 
based on gender: 

	 While the Code prohibits gender discrimination 
on wage-related matters, it does not include 
provisions regarding discrimination during 
recruitment.
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Coverage: 
 The provisions of the Code will apply to all 

employees.
Minimum wage: 
 The central government will set minimum wages 

for employments such as mines, railways, and 
ports among others, while the State Governments 
will set minimum wages for all the other 
employments.   The central or state governments 
can set factors by which minimum wages will be 
determined for different types of work.  These 
include skills required, the difficulty of work 
assigned, and geographical location. 

National minimum wage: 
 The Code provides that a national minimum wage 

may be set by the Central Government.  The 
Central Government may set separate national 
minimum wages for different States or Regions 
of the country.  Minimum wages set by State 
Governments will not be lower than the national 
Minimum Wage set by the Central Government.   
In case the existing minimum wages set by 

State Governments are higher than the National 
Minimum Wage, they cannot reduce the minimum 
wages. 

Other Provisions:
Methods of payment of wages: 
 The Code allows for wages to be paid in coin, 

currency notes, cheque, through electronic 
mode, or by crediting wages to employees’ bank 
accounts.  The central or state governments 
may specify, through notification, the types of 
employments where wages can be paid only 
through electronic mode or by crediting to bank 
accounts.

Bonus: 
 All employees, whose wages do not exceed a 

monthly amount to be notified by the Central or 
State Governments, will be entitled to a minimum 
bonus of 8.33% of their annual wage.  The 
bonus cannot exceed 20% of the annual wage 
of the employee.  This is similarly the current 
provisions. 

Comparison of current wage laws with the Code on Wages-2019:

Coverage

Revision 
Minimum  
Wages

National 
Minimum 
Wages

Minimum Wages 
Act

Payment of 
Wages Act

Payment of 
Bonus Act

Min.Wages Act

Min.Wages Act

Minimum wages are fixed for 
scheduled employments with 
more than 1000 employees

Applies to employees whose 
wages do not exceed Rs.24000/- 
per month

Applies to employments with 
20 or more persons and for 
employees whose wages do not 
exceed Rs.21000/- per month

Minimum wages must be 
revised by the central or state 
governments atleast once in 
every 5years

No such provision

Minimum wages to be paid to 
ALL

Provisions reg. Payment of Wages 
will apply to ALL employees

Bonus will apply to employees 
whose wages do not exceed a 
monthly amount as notified by 
Central or State Governments

Mandates that minimum wages 
be revised in 5-year intervals

The Central Govt. may set a 
National Minimum Wage and may 
set different national minimum 
wages for different States and 
regions

Provision        Act         Existing          Code on Wages

KEy FEATURES:
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Equal 
Remuneration 
Act

Minimum Wages 
Act  

Payment of 
Wages Act 
 
Payment of 
Bonus Act,  

Equal 
Remuneration 
Act

Minimum Wages 
Act  

Payment of 
Wages Act  

Payment of 
Bonus Act,  

Equal 
Remuneration 
Act

Gender 
discrimina-
tion

Inspections

Penalties

Prohibits gender discrimi-nation 
in wage payment

Prohibits gender discrimi- nation 
in recruitment, transfers and 
promotions

Inspectors are appointed to carry 
out   (i) surprise checks  and (ii) 
examine persons and require 
them to give informa- tion, among 
other Powers

Offences include (i) paying 
employees less than minimum 
wages, and (ii) not providing for a 
day of rest in the week.  Penalties 
include fine upto Rs.500/- and 
imprisonment up to six months. 

Offences include (i) non-payment 
of wages at specified time period, 
(ii) unauthorised deductions from 
wages.  Penalties include fine 
upto Rs.7500/-.

In case a person or company does 
not comply with the Act, they can 
be punished with imprisonment 
up to six months or fine upto 
Rs. 1000/- Offences include: (i) 
non-maintenance of documents 
in relation to employees, and (ii) 
discrimination against women 
in recruitment.  Penalties 
include fine up to Rs.20000/- or 
imprisonment upto 1year.

Prohibits gender discrimination 
in wage payment

No such provision w.r.t. transfers 
and promotions

Appointment of a Facilitator to 
carry out inspections and provide 
information to employer and 
employees for better compliance   

Inspection will be done on 
the basis of an inspection 
scheme which will include a 
web based inspection schedule.   
The inspection schemes will 
be decided by the Central 
Government.

De-linking inspectors from 
geographic location

Employers who pay less than 
what is due under the Code will 
pay a fine of upto Rs.50,000/-.  
If an employer is guilty of 
repeat offence within five years, 
penalties include imprisonment 
up to three months or a fine of 
up to Rs.1 lakh or both.   

Employers who do not comply 
with any other provision of the 
Code will pay a fine of up to Rs. 
20000/-.  If an employer is guilty 
of the same offence again within 
five years, penalties including 
.imprisonment up to one month 
or a fine of up to Rs.40,000 or 
both.

Over Time 
Wages

Min.Wages Act Allows the relevant Central or 
State Governments to set Over 
Time wage

Sets Over Time Wage at two 
times the normal wage
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Reason for National Minimum Wage set by 
the Central Government Merits and Demer-
its of a national minimum wage
4As labour is included in the concurrent list, 

both the central and state governments can 
make laws regarding this subject. Currently, 
state governments set minimum wages in 
their respective states.  The Code introduces a 
national minimum wage to be set by the central 
government. This raises a question whether the 
central government or state governments should 
set minimum wages.

4One argument for a national minimum wage is 
to ensure a uniform standard of living across the 
country. 

4At present, there are differences in minimum 
wages across states and regions.  Such differences 
are attributed to the fact that both the central 
and state governments set, revise and enforce 
minimum wages for the employments covered by 
them. 

4The introduction of a national minimum wage 
may help reduce these differences and provide a 
basic standard of living for all employees across 
the country.

4On the other hand, it may be argued that the 
ability of state governments to adjust minimum 
wage levels may be affected, if the central 
government sets a national minimum wage.  
These adjustments may be required for variations, 
across the country, in costs of living such as 
prices of essential goods and housing.  Note 
that the Code does not provide for consultation 
between the central and state governments while 
determining the national minimum wage.

Rationale for allowing Central Government 
to set multiple National Minimum Wages:
a) The Code allows the central government to set 

different national minimum wages for different 
states and regions.  There arises a question 
whether the central government should set one 
national minimum wage or multiple national 
minimum wages.

b) Various expert groups, such as the Second National 
Commission on Labour (2002) and the Working 
Group on Labour Laws (2011), had recommended 
introduction of a single national minimum wage 

for the entire country.  The rationale for a single 
wage was to bring uniformity in minimum wages 
across states and industries.  In addition, it would 
allow for easier implementation and compliance 
with the minimum wage law.  Note that in 
countries which have a national minimum wage 
such as the United States of America and United 
Kingdom, a single minimum wage is set by the 
central government (the national minimum wage 
in USA only applies to certain employees engaged 
in interstate commerce and trade).  

c) However, given the large regional variations 
in consumption and prices, the First National 
Commission on Labour (1969) had expressed 
reservation that a single national minimum wage 
may not be feasible. It may be argued that the 
choice of setting multiple national minimum 
wages has been given to the central government 
to take into account these regional variations.

States cannot lower minimum wage if na-
tional minimum wage is reduced:
The Code allows the central government to set 
a national minimum wage.  Minimum wages set 
by state governments may not be lower than the 
national minimum wage.  However, if the existing 
minimum wage set by a state government is higher 
than the national minimum wage, the state cannot 
reduce its minimum wage.  This may affect the 
ability of states to reduce their minimum wages if the 
central government decides to reduce the national 
minimum wage. 
If economic conditions in the country change, such 
as a sustained period of deflation, there may arise a 
need for downward revision of minimum wages.  In 
this scenario, the central government may revise the 
national minimum wage to a lower rate.  However, 
Clause 9(2) prohibits states from lowering their 
minimum wages.

As mentioned above as an example…
for employments in the cement industry, the minimum 
wage in Jharkhand is Rs 186 per day.  Say, that the 
central government introduces a national minimum 
wage at Rs 200.  In this case, the state government 
of Jharkhand will have to revise its minimum wage 
to a level equal to or above Rs 200.  However, if 
the central government later revises the national 
minimum wage to Rs 190, the state government of 
Jharkhand cannot reduce its minimum wage.
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Time period for revising minimum wages set 
at five years
Currently, the Minimum Wages Act, 1948 allows 
the state governments flexibility in deciding when 
to revise minimum wages as long as it is not more 
than five years. The Code states that the time period 
for state governments to revise minimum wages will 
be set at five years.  It is unclear why the flexibility 
in revising minimum wages has been removed, and 
why five years has been set for this revision.  Further, 
note that no time period has been specified for the 
central government to revise the national minimum 
wage.
It may be argued that in the absence of set 
periodicity, governments can adjust minimum wages 
taking into account changes in the cost of living and 
other economic conditions. However, it has been 
observed that in countries without set periodicity, 
minimum wages sometimes remain unadjusted 
for long periods followed by sudden and large 
adjustments. If revision does not take place at set 
periods, businesses may be affected as employers 
will not know when they might suddenly face an 
increase in labour costs.

Provisions regarding discrimination in trans-
fer, promotions not included:
Currently, the Equal Remuneration Act, 1976, 
prohibits employers from discriminating in wage 
payments as well as recruitment of employees on 
the basis of gender. The Code subsumes the 1976 
Act along with three other wage related laws.  While 
provisions of the Code prohibit gender discrimination 
in matters related to wages, recruitment,  it does not 
include the provisions prohibiting discrimination in 
matters related to transfer and promotion.

Definitions:
a“Contractor” in relation to an establishment, 

means a person who undertakes to produce a 
given result for the establishment, other than a 
mere supply of goods or articles of manufacture 
to such establishment, through contract labour or 
who supplies contract labour for any work of the 
establishment and includes a sub-contractor.

a“Employee” means, any person (other than an 
apprentice engaged under the Apprentices Act, 
1961), employed on wages by an establishment 
to do any skilled, semi-skilled or unskilled, 
manual, operational, supervisory, managerial, 
administrative, technical or clerical work for hire 
or reward, whether the terms of employment be 
express or implied, and also includes a person 
declared to be an employee by the appropriate 
Government, but does not include any member of 
the Armed Forces of the Union.

a“Employer” means a person who employs one 
or more employees in his establishment and 
where the establishment is carried on by any 
department of the Central Government or the 
State Government, the authority specified, by 
the head of such department, in this behalf or 
where no authority, is so specified the head of the 
department and in relation to an establishment 
carried on by a local authority, the chief executive 
of that authority, and includes, —
l In relation to an establishment which is a 

factory, the occupier of the factory as defined 
in clause (n) of section 2 of the Factories Act, 
1948 and, where a person has been named 
as a manager of the factory under clause (f) 
of sub-section (1) of section 7 of the said Act, 
the person so named.

l	 In relation to any other establishment, the 
person who, or the authority which, has 
ultimate control over the affairs of the 
establishment and where the said affairs is 



12 Code on Wages - 2019

CODE ON WAGES – 2019

entrusted to a manager or managing director, 
such manager or managing director and 
contractor.

l	“Industrial dispute” means any dispute or 
difference between employers and employers, 
or between employers and workers or between 
workers and workers which is connected with 
the employment or non-employment or the 
terms of employment or with the conditions 
of labour, of any person; and

(ii) any dispute or difference between an individual 
worker and an employer connected with, 
or arising out of, discharge, dismissal, 
retrenchment or termination of such worker

a	“Worker” means any person (except an apprentice 
as defined under clause (aa) of section 2 of the 
Apprentices Act, 1961) employed in any industry 

to do any manual, unskilled, skilled, technical, 
operational or clerical work for hire or reward, 
whether the terms of employment be express or 
implied, and includes working journalists as defined 
in clause (f) of section 2 of the Working Journalists 
and other Newspaper Employees (Conditions of 
Service) and Miscellaneous Provisions Act, 1955 
and sales promotion employees as defined in 
clause (d) of section 2 of the Sales Promotion 
Employees (Conditions of Service) Act, 1976, but 
does not include any such person—

a	who is subject to the Air Force Act, 1950, or the 
Army Act, 1950, or the Navy Act, 1957; or

a	who is employed in the police service or as an 
officer or other employee of a prison or

a	 who is employed mainly in a supervisory or 
managerial or administrative capacity

Worker is defined as a person employed in 
any industry who does work including manual, 
unskilled, skilled or technical work.

Employee is defined as a person employed on 
wages who does work including skilled, semi-
skilled, un-skilled, technical, managerial, and 
administrative work.

The definition of “Employer” in the code includes 
a person who employs one or more persons in 
an establishment.

The Central or State governments can fix factors 
by which minimum wages will be determined 
for different types of work.

Definition of worker is similar to that of “Workman” 
under the Industrial Disputes Act, 1947.  However, 
definition of employee is broader as it includes 
managerial and administrative functions under its 
scope.

Lack of consistency in definitions within the Code 
may lead to employers discriminating between the 
worker and employees.

Since minimum wages is a matter of right for every 
working person, a common and comprehensive 
definition of employee / worker should be given in 
the   code.

The definition in the code makes it difficult to identify 
the Principal Employer. Employer should be defined 
as  a person who employs, either directly or though 
any other person, one or more employees in his 
establishment.

Legal representative of deceased employer should 
be included in the definition of employer.

In addition to these factors, experience and length 
of service in an organization should be taken into 
account when fixing minimum wages. 

         Code on Wages - 2019             Standing Committee recommendation

  Definition of Employee and Worker

Definition of Employer 

Factors for fixing minimum wages
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The code specifies certain factors including 
skills required, difficulty of work assigned, and 
geographical location 

The code states that the central or state 
government must revise minimum wages at an 
interval of five years

The central government can set a national 
minimum wage and may set different 
national minimum wages for different 
states and regions.

Before fixing the national minimum wage, 
the central government may obtain the 
advice of the Central Advisory Board.

The code provides for a Central Advisory 
Board consisting of (i) employers 
(ii) employees in equal number as 
employers, and (iii) independent persons 
(not exceeding one-third of the total 
members)

The code prohibits gender discrimination 
in wage payments for work of similar 
nature.  Work of similar nature is work 
where the skill, efforts, and responsibility 
required are the same. 

Definition of worker is similar to that of “Workman” 
under the Industrial Disputes Act, 1947.  However, 
definition of employee is broader as it includes 
managerial 

To allow for flexibility, the code should allow the 
central or state governments to revise minimum 
wages at an interval not exceeding five years.

The provision should be amended to state that 
the central government shall fix the national 
minimum wage in the manner as may be 
prescribed from time to time.

State governments should be consulted 
before the national minimum wage is fixed 
by the central government.  Therefore before 
fixing the national minimum wage, the central 
government must obtain the advice of the 
Central Advisory Board and State Advisory 
Boards.

In addition, the Board should include five 
representatives of state governments to be 
nominated by the Central government.

In addition, experience should be considered 
as a component while comparing work of 
similar nature.

Revision of Minimum Wages

National Minimum Wages

Central Advisory Board 

Work of similar nature

The minimum wage fixed by the center will no longer be based on employment but on geography and skills. 
The code ensures minimum wages along with timely payment of wages to all employees and workers, many 
unorganized sector workers like agricultural workers, painters, persons working in restaurants and dhabas 
and chowkidars, who were outside the ambit of minimum wages will get protection of minimum wages after 
the bill becomes an Act. Besides, the Code will ensure that employees getting a monthly salary are paid by 
the 7th of the following month. Those working on a weekly basis will be paid on the last day of week and 
daily wage earners should get the wage on the same day.
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India: Inflation rate from 2014 to 2024 (compared to the previous year)

Source: IMF Statista2019    India

Source: investyadyna.in     CPI of base year 2012 -100

From the above statement it is crystal clear that there is and there will be a significant drop out in Inflation 
rate in India because of various factors and reasons.    As Inflation rate is the fundamental basis for fixing of 
minimum wages or national minimum wage, will Government of India reduce the national minimum wages 
during the drop in inflation rate period against the fact that one can not reduce the Wages pertains to social 
security and social welfare?

Trend of India’s Consumer Price Index (combined)

The above graph is indicating the Consumer Price Index (Combine i.e. Urban & Rural) in India from 
Jan.2013 to Apr.2019.  If we consider the base year as 2012=100, there is an increase of only 36points in 
26quarters.  
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Range of Minimum Wages in India (Rs.per day)

Lowest Minimum Wages for unskilled workers and NFLMW (Rs. Per day)

Source: IMF Statista2019    India

The above is the comparative statement between the NFLMW and the lowest Minimum wages fixed by 
the various States for unskilled workers.    By and large most of the States are already paying above to the 
NFLMW.
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Percentage of Regular Workers receiving wages over the NFLMW, 2012

We can understand from the outcome of the Survey carried out in the year 2011-12, that more than 80% of 
regular workmen received the wages over and above the fixed NFLMW.   No doubt, during the recent past 
the labour laws are simplified and taken stringent measures by way of on-line registrations under various 
Social Security and Social Welfare Schemes

means all most all the regular workers are receiving the wages over and above the NFLMW.   

Source: Taxguru.in    Based on unit level data of the NSS employment–unemployment survey, 2011-12

Minimum Wage System in BRICS
BRICS countries have varied systems in terms of coverage, degree of tripartite consultation, criteria for 
setting the minimum wage and adjustment procedure. However, in all these countries, minimum wages 
are explicitly embedded within a larger wage policy aimed at balancing needs of the workers with overall 
economic factors.

Coverage National 
minimum 
wage, covering 
all workers. 
Regions can 
also define 
minimum 
wages above 
the national 
level. 

Minimum 
wage rates are 
established by 
province.

Regional 
minimum 
wages that 
coexist with 
a national 
minimum 
wage. The 
regional 
minimum 
wages are 
fixed above 
the federal 
rate. 

A national 
minimum 
wage was 
approved 
in 2018, 
covering all 
groups of 
wage earners.

Minimum 
wages are 
limited to 
Scheduled 
Employments, 
diff. skills & 
occupations.

Brazil   China     Russia      South Africa         India

Minimum Wage System in BRICS countries  
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Consultation

 

‘Quadripar-tite 
commission’ 
in 2005, 
composed 
of federal 
government, 
state 
government, 
employers 
and unions, 
formulates 
a long-term 
minimum 
wage policy – 
until 2019. 

Administrat-ive 
authorities, 
in charge of 
labour issues 
prepare a 
programme to 
fix and adjust 
minimum 
wages

 

Russian 
Tripartite 
Committee- 
the Employers’ 
association, 
trade unions 
and the 
Government 
of the Russian 
Federation 
decides.

The tripartite 
Employment 
Conditions 
Commission 
(ECC) advises 
the Minister of 
Labour on the 
determi-nation 
of the 
minimum 
wage.

Minimum 
Wages are 
set through 
Notification or 
Consultation, 
based on 
the tripartite 
Advisory 
Board and 
Committees 
set for this 
purpose.

Criteria

 

Minimum 
wage is 
increased by 
the sum of 
inflation in the 
previous year 
plus the GDP 
growth of 2 
years before 
(if >0)

Cost of living 
of workers and 
their 
dependents; 
the 
consumption 
price index; 
the average 
wages of 
workers; 
labour 
productivity; 
the urban 
economic 
situation; 
and the level 
of economic 
development. 

Regions 
choose 
different 
criteria for 
their minimum 
wages but the 
subsistence 
minimum is a 
need-based 
income level 
that is the 
benchmark 
that 
guarantees 
minimum 
consumption 
requirements.

Cost of living 
and minimum 
living levels, 
poverty 
alleviation, 
wage 
differentials  
& inequality, 
OSH, 
conditions 
and level of 
employment, 
inflation, GDP, 
productivity, 
collective 
bargaining.

Adopted need 
based norms 
from the 
1957, 15th 
ILC Session 
and 1992 
Supreme 
Court 
Judgment

Adjustment 
 
 
 
 
 
 

Adjusted on 
an annual 
basis

At least every 
two years, 
and whenever 
appropriate 
when the 
indicators 
change.

No specific 
periodicity

Regular 
annual 
adjustment.

Adjusted at 
least every five 
years.

Source: ILO, 2018
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Geographical regions as determined by the Expert Committee on determining the meth-
odology for fixing the National Minimum Wage, 2019

Source: www.taxguru.in

Source: Taxguru.in

Region-Specific Minimum Wages proposed by the Expert Committee 

As the floor wage is Rs.4,576/- at present, the 
Expert committed proposed to double this wage i.e. 
to Rs.9750/-

Further, keeping in view the factors prevailed in the 
region(s), the committee has alternatively proposed 
a national minimum wage in the range of Rs.8,892  
-   Rs.11,622 per month and also suggested for an 

additional house rent allowance for urban workers.

The report of the expert committee, led by V V Giri 
National Labour Institute (VVGNLI) Fellow Anoop 
Satpathy, was made public by the Union labour 
and employment ministry on Thursday. The labour 
ministry has put up the report, titled “Determining 
the Methodology for Fixation of the National 
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Minimum Wage”, on its website for initiating 
stakeholder consultations.   The committee has 
drawn the minimum wage estimates at the national 
and regional levels based on an “improved” formula, 
keeping in mind the likely spending by workers’ 
families on a mixed basket of balanced-diet meal 
and non-food expenditure.

“On the basis of this approach, the committee is of 
the considered view that the single value of the NMW 
(National Minimum Wage) for India should be set 
at Rs 375 per day as of July 2018,” the committee 
report said. 

Considering a worker works for 26 days a month, the 
minimum monthly wage came to        Rs. 9,750, it 
said. This wage-level is irrespective of sectors, skills, 
occupations and rural-urban locations for a family 
comprising 3.6 consumption units, according to the 
report.

Over and above the minimum wage, it recommended 
an additional house rent allowance of Rs 55 per day, 
i.e. Rs 1,430 a month for urban workers.

The national floor level was last revised by 10 per 
cent to Rs 176 a day (or Rs 4,576 a month) in July 
2017. This floor is, however, a recommendation from 
the central government and is not legally binding on 
states.

The committee’s proposal is a departure from the 
present methodology adopted to compute minimum 
wage.   At present, each State can set its minimum 
wage for various industries, based on daily spending 
estimates for a working class family on 2,700 
calories of food per person, 72 yards of clothes, 
minimum housing rent and education, and light and 
fuel, as prescribed by the Indian Labour Conference 
in 1957.

Gender wage gap highest in India, women are paid 
34% less than men: ILO

Considering a worker works for 26 days a month, 
the minimum monthly wage came to Rs 9,750, it 
said. This wage-level is irrespective of sectors, skills, 
occupations and rural-urban locations for a family 
comprising 3.6 consumption units, according to the 
report.

Over and above the minimum wage, it recommended 
an additional house rent allowance of Rs 55 per day, 
i.e. Rs 1,430 a month for urban workers.

The national floor level was last revised by 10 per 

cent to Rs 176 a day (or Rs 4,576 a month) in July 
2017. This floor is, however, a recommendation from 
the central government and is not legally binding on 
states.

The committee’s proposal is a departure from the 
present methodology adopted to compute minimum 
wage. At present, each state can set its minimum 
wage for various industries, based on daily spending 
estimates for a working class family on 2,700 
calories of food per person, 72 yards of clothes, 
minimum housing rent and education, and light and 
fuel, as prescribed by the Indian Labour Conference 
in 1957.

According to PLFS (Periodic Labor Force Study) 
findings, both men and women who are in regular 
jobs earn more on an average compared to the 
others — the casual workers and the self-employed. 

Regular jobs are a better yardstick for this purpose 
because of better job security and higher pay, 
besides being the employment category that is most 
in demand. 

According to PLFS findings, both men and women 
who are in regular jobs earn more than others like 
casual workers. There is also a clear case of rural/
urban divide when it comes to earnings — urban 
wages were always higher than rural ones, across 
categories. 

The salaries/wages the average Indian regular 
employee is earning could look like pittance to the 
urban eye

The earnings of as many as 45 per cent of regular 
workers in India were below Rs 10,000 per month 
during the survey period (2017-18), the PLFS data 
showed. Around 12% of workers were paid  less 
than Rs.5000 per  month. 

Among regular women employees, a whopping 63 
per cent earned less than Rs 10,000 a month during 
the period under review. Those earnings less than 
Rs 5,000 made up a high 32 percent.

In rural India, 55 per cent of total regular workers 
fell in the below-Rs 10,000-a-month bracket. The 
corresponding number for urban India during the 
period stood at 38 per cent. 

At the other end of the spectrum, just around 3 per 
cent of regular workers constituted the category 
that one could term well-off — earning between Rs 
50,000 to Rs 1,00,000 in salary a month. 
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CONCLUSION:
The minimum wage may vary from State to State and even within the same region from time to time based 
on prevailing situations.   Prescribing some rigid criteria in regard to National Minimum Wage fixation is, 
therefore, neither feasible nor desirable.     It will necessarily have to be left flexible.  We are of the opinion 
that laying down cash equivalent of the content of a statutory minimum wage whose coverage is essentially 
transitional and conditions of development would not survive useful purpose.   

The cost of input is increasing year-on-year whereas the output including attitude, discipline, skill level, 
worker loyalty, customer loyalty is decreasing day by day because of various reasons.  This may effect on 
employment, labour turnover on account of downsize, reduction in manpower, curtail manpower costs, etc.  
Some of the intellectuals from industry are worrying that this will not promote the ease to do business.  
Applying a universal minimum wage across different states with varying demographics and across different 
roles is unfair, experts say. 

Further, though the prime focus of the Code is “mandatory national minimum wage” and the States cannot 
pay below to this mandatory national minimum wage, there is no guarantee that Central Government will 
fix the national minimum wage significantly.    Currently the national minimum wage is at Rs.176/- per day.   
Most of the States including Andhra Pradesh and Telangana are fixed more than to this.  One should note 
the fact that it is one of the recommendations to the Central Government by the Labour Ministry’s expert 
Committee to fix national minimum wage as Rs.375/- per day.  Is Central Government willing to double or 
more than the double the current national minimum wage?  

Sri Arvind Panagariya, Former Vice Chairman of the Niti Aayog commented that “once the State Government 
has determined the minimum wage in a given region, according to prevailing social norms, it should apply 
regardless of the identity of the employer.   Why should socially acceptable minimum living standard for an 
apparel worker be higher or lower than that for a railway or mine worker?   One cannot compare the cost of 
living in Odisha, Bihar Jarkhand with Metro Cities like Mumbai, Delhi.    This will wipe out the jobs from the 
labor intensive sectors like apparel, etc.  

The positive factor here is that the main objective behind introduction of the Code on Wages  should 
be welcomed by both employers and workers.   It is one of four codes envisaged by the government 
which would subsume 44 labour laws with certain amendments.   At present, the provisions of the both 
Minimum Wages Act and Payment of Wages Act apply on workers below a particular wage ceiling working 
in Scheduled employments only. The code on Wage universalizes the provisions of the minimum wages 
and timely payment of wages to all employees irrespective of the sector and wage ceiling.     Because 
of No.of employments, geography, skills, currently there are more  than 2000 rates of minimums wages 
prevailed in India.   Introduction of Code on Wages will rationalize and reduce the number of minimum 
wages.   Introduction of Code on Wages will bring more clarity on the definition of “Wage” and reduce the 
litigations under various Labour Laws.   

Because of introduction of web-based inspection, we can see accountability and transparency in enforcing 
the Labour Laws.  In order to avoid corruption, The Inspector-cum-Facilitation Officer system under the 
new Code on Wages will totally reduce the physical inspection of the Labour department officials available 
within the particular jurisdiction i.e. de-linking inspectors from geographic location.  In turn the Code has 
been made wider and surprise element in inspection system  i.e. web-based randomized, computerized 
inspection scheme, jurisdiction-free inspections, calling for an information electronically for inspection, 
reports, composition of fines, etc.  Violations will bring sharper scrutiny.  
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The penalties / punishments going to impose on employers against non-compliance is also significantly 
high. The Code is envisaged that the States to notify payment of wages to the workers through digital 
mode.

No doubt that this will improve the ease of doing business and attract investment for spurring growth and 
more particularly simplification, uniformity in various Labour Laws and mandates that minimum wages to 
be revised in 5-years interval.  Further, this Code on Wages is stressing the strict implementation of twice 
the normal rate of wages to the employees in case they perform over time. Employer has to take it in writing 
from the employee that he/her willing to do the over time.   This will also helpful to industries to forecast 
their business plans in a smooth way.  We should welcome the historical step taken by Government of India 
as this will eliminate nearly 2000 different minimum wage rates already prevailed in India.  This will also 
help to more than 50crores workers in the Country besides promoting ease of living and ease of doing 
business. 

Annexure
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