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ABSTRACT: 

Provisions under the ILO Conventions seek to fulfill the ends of labour welfare, to preserve the essence of social security 

and achieve a certain uniformity in respect to labour and laws regarding payment as well as fixation of wages i.e. wage 

security. Studies show that the wage regulations in India do not measure up to the standards adopted in peer countries 

and in some respect fall short of the recommendations in ILO Conventions. In this paper, we undertake an evaluation of 

the different laws governing wages in India, identify certain shortcomings and attempt to offer suggestions for 

improvement of the same. 

Along with other shortcomings, in the different enactments that are in force in India with respect to wages, definitions 

have been provided for „wages‟ differently in each. This has led to widespread confusion and difficulty in adjudication of 

cases in Labour Courts. As part of labour reforms, the Government has undertaken the exercise of rationalization of the 

38 Labour Acts by framing fourlabour codes viz. Code on Wages, Code on Industrial Relations, Code on Social Security 

and Code on Occupational Safety, Health and Working Conditions. With respect to the difficulties faced by Labor Courts 

because of the varying definitions of „wages‟ in different enactments, the Code on Wages Bill 2017 has been introduced in 

Lok Sabha.  

This paper shall attempt to look further into the Bill and the effects of this Bill being passed. Upon enactment of the Code 

on Wages, the Minimum Wages Act, 1948; the Payment of Wages Act, 1936; the Payment of Bonus Act, 1965; and the 

Equal Remuneration Act, 1976 will get repealed. This would remove the multiplicity of definitions and authorities leading 

to ease of compliance without compromising the principles of wage and social security to the workers. 

Key Words: ILO (International Labour Organization), Labour welfare, Wage security, Social security, Rationalizing 

wages 

I. INTRODUCTION 

Wages are among the most important conditions of work and a major subject of collective bargaining. Wages in 

the organized sector is generally determined through negotiations and settlements between the employer and the 

employees. The minimum rates of wages are fixed both by Central and State Governments in the scheduled 

employments falling within their respective jurisdictions. 

The law on wages is an important segment of labour regulations. Although an evaluation of wage laws in India 

does not evoke as much controversy as the area of industrial relations, it is still important to examine whether, 

in their design and implementation, a balance is maintained between the interests of employers and employees. 

In an era of globalization, a country is likely to lag behind its peers in development if its labour laws depart 

from international norms and are out of step with practices in comparator countries. In a country with a fragile 

environment for investment in manufacturing, it is particularly necessary to ensure that labour laws, including  
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laws in the wage segment, do not make the situation worse
1
. 

The labour law framework has to provide for flexibility in employment to take care of the need of employers to 

adapt to rapidly changing market conditions in a globalised world. At the same time, it has to provide a 

modicum of job security for workers, so that they are not confronted with a sudden loss of livelihood
2
. Workers 

also need a social security system to enable them to deal with exigencies, such as illness, injury and old age. It 

is also necessary to ensure that wages and other working conditions are conducive to the smooth development 

of the economy. In this paper, we undertake an evaluation of the laws governing wages and identify 

shortcomings and anomalies and offer suggestions to rationalize them. 

 Research Question 

o What are the steps taken on the recommendation of International Labour Organization to 

Rationalize the Law Governing Wages 

 Existing Legal Sictuation 

In India, there has been considerable debate on both the trends in real wages and wage policy, especially on the 

question of setting a national floor level minimum wage as well as the implementation of a large set of 

minimum wages in different states. The question of wage disparity between gender, location and social identity 

are of importance from balanced growth as well as social justice points of view. In India, the main legislative 

instruments regulating wages are: the Minimum Wages Act, 1948; the Payment of Wages Act, 1936; the 

Payment of Bonus Act, 1965; and the Equal Remuneration Act, 1976. The policy debates have included the 

question of whether India should enact a national minimum wage floor (it was adopted as a policy of the 

previous government but does not enjoy statutory status) and, more recently, on the consolidation of the above 

Acts into a single Labour Code on Wages (an ongoing process).  

 Review Of Literature 

The literature review of this paper helps to understand the issues relating to wages. The author will analyze 

particularly the different wages given to labors or employees provided by the legislation followed in India. The 

information seeking was good throughout the project and there was plenty of data and statistics to come to a 

conclusion. The research of the author is not that wide enough to include everything but it did include the 

labour related problems in rationalize ofwages and other labour regulations. In this project the author has not 

only drawn the pattern but also critically analyzed the existing legal framework. 

                                                           
1
Padhi PK, Labour and Industrial Laws (PHI LEARNING 2017) 

2
Hoda and others, “Labour Regulations in India: Rationalising the Laws Governing Wages” (EconStorJanuary 1, 1970) 

<https://www.econstor.eu/handle/10419/176373> accessed 20 September, 2019 
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 Scope And Objectives 

 To understand the principles of Code on Wages Bill, 2017. 

 To analyze the implementation of wage policy in India with specific reference to the implementation 

of the Minimum Wage Act, 1948;the Payment of Wages Act, 1936; the Payment of Bonus Act, 

1965; and the Equal Remuneration Act, 1976. 

 To outline a set of recommendations regarding the existing legal situation of the wage policy. 

 Research Methodology 

Basically research means systematic investigation of the new thing and new thing means first-hand experience. 

In this paper, the author has taken recourse to Analytical and Descriptive Research in law which indicates 

arranging, ordering and analysis of the legal structure, legal frame work and to search out the new things by 

relying on the legal literature but without any field work. The author has taken the help of secondary sources of 

data especially articles and news reports to finish this work. 

II. THE MINIMUM WAGES ACT, 1948 

The Minimum Wages Act, 1948 is one of the Indian labour legislations, which provides for the fixing of 

minimum wages in the country. The main features of the law and the practice of fixing minimum wages in 

India is as follows. In the Act, the jurisdictions of central and state governments have been clearly divided and 

determined. While the central government has been vested with the powers of the government under the Act in 

relation to the railways, mines, oilfields, major ports and in respect of any corporation established by a central 

Act, the state governments have these powers in their respective jurisdictions in respect of all other 

employments
3
. 

Wages, as defined by the Act under its section 2 (h)
4
 is: "wages" means all remuneration, capable of being 

expressed in terms of money, which would, if the terms of the contract of employment, express or implied, were 

fulfilled, be payable to a person employed in respect of his employment or of work done in such employment, 

[and includes house rent allowance], but does not include:- 

1. the value of-- (a) any house-accommodation, supply of light, water, medical attendance, or (b) any 

other amenity or any service excluded by general or special order of the appropriate Government; 

2. any contribution paid by the employer to any Pension Fund or Provident Fund or under any scheme of 

social insurance; 

                                                           
3
 The Minimum Wages Act, 1948, No. 11, Acts of Parliament, 1948 (India) 

4
 The Minimum Wages Act, 1948,No. 11, Acts of Parliament, 1948 (India) S. 2, Cl. h 
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3. any travelling allowance or the value of any travelling concession; 

4. any sum paid to the person employed to defray special expenses entailed on him by the nature of his 

employment; or 

5. any gratuity payable on discharge. 

 Coverage of the Act 

With regard to the coverage or applicability of the Minimum Wages Act, 1948, it is such that the minimum 

wage system in India does not have universal coverage which means that it doesn‟t automatically apply to all 

categories of employment. The Act applies only to employments listed in the Schedule of the Act. However, 

Section 27 of the Act authorizes state governments to add any employment to either part of the Schedule. State 

governments have been making additions to the list of scheduled employments and the coverage now is much 

wider than when the original law was enacted. Part I of the Schedule initially included a limited number of 

employments in manufacturing, plantation, construction, public motor transport and mining and under any local 

authority; whereas Part II of the Schedule covered employment in agriculture including livestock related 

occupations. 

Once an employment has been added to the list of scheduled employment the appropriate government does not 

have the power to make any exemption. This can be seen as a measure to move towards a certain uniformity 

that the Minimum Wages Act lacks. One provision that is unique in the Indian law is that state governments are 

authorized to refrain from fixing minimum wages in any scheduled employment in which the number of 

employees in a state is less than 1000. 

 Basis of Fixing of Wages 

The Act allows fixing of rates on the basis of time as well as pieces, known as time rate wage and piece rate 

wage. Where the rate of wages is fixed on the basis of time, it may be by the hour, day or month or for a longer 

period. When the minimum wage is fixed on the basis of piece rate, the government also fixes a guaranteed 

time rate for the purpose of securing a minimum rate of wages on a time work. Furthermore, the Act provides 

for different rates to be fixed for 

1. different scheduled employments;  

2. different classes of work in the same scheduled employment; 

3. adults, adolescents, children and apprentices and 

4. different localities.  
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The rationale behind different rates for different localities is that the cost of living may be different in different 

areas along with other factors. Fixing different rates for apprentices is in accordance with international practice 

and a different rate for adolescents may also seem justified. Different minimum wage rates for different 

employments is a practice seen in a few other countries as well but differing minimum wages for different 

classes within the same employment is not very common in international practice. 

The primary idea behind fixing minimum wages is to ensure that wages are not reduced to a level at which the 

workers are unable to meet their basic and essential needs. In other words, statutory minimum wages are meant 

to safeguard workers from the dangers of exploitation by employers. 

 Criteria for Determination of Level of Minimum Wages 

The Minimum Wages Act does not list down the factors that are to be taken into consideration for determining 

minimum wages although it does mention that variations in the cost of living will be taken into account. Other 

than this, reports of various committees set up by the Government of India, resolutions passed in the sessions of 

the Indian Labour Conference and directions given by Courts have provided guidance on other factors to be 

taken into consideration. 

1948, a Tripartite Committee on Fair Wages appointed by the Central Advisory Council in November 

expressed the view that the minimum wage “must provide for not merely the bare sustenance of life, but for the 

preservation of the efficiency of the worker. For this purpose, the minimum wage must also provide for some 

measure of education, medical requirements and amenities”. 

Further, the 15th Session of the Labour Conference (1957) approved a resolution, which laid down five norms 

to determine minimum wage in a manner that ensures that the minimum human needs of the industrial worker 

are fulfilled.  

a) First, the standard family is to be taken to comprise three consumption units for one earner; 

b) Second, the food requirement is to be based on a net daily intake of 2700 calories per unit; 

c) Third, clothing requirement to be based on a family of four at the rate of 18 yards per person per annum 

making a total of 72 yards; 

d) Fourth, for housing, the norm is to be the minimum rent charged by government for low income groups; 

and 

e) Fifth, 20 per cent to be added for fuel, lighting and other miscellaneous expenditure
5
. 

                                                           
5
 The Labour Conference (1957) Session 15

TH
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Furthermore, In 1991, the Supreme Court expressed the view that for children‟s education, medical expenses, 

recreation, festivals, ceremonies and provision for old age, a further 25 per cent should be added in fixing 

minimum wages. On the other hand, the 30th session of the Labour Conference held in September, 1992, 

warned against the tendency to fix minimum wages at unrealistically high levels. 

III. THE PAYMENT OF WAGES ACT, 1936 

This very Act was enacted in the year 1936 in order to avoid the delay in payment of wages. It was also sought 

that through this Act the unauthorized deductions in the wages should be controlled. The Act defines the term 

wages as: 

“wages” means all remuneration (whether by way of salary, allowances, or otherwise) expressed in terms of 

money or capable of being so expressed which would, if the terms of employment, express or implied, were 

fulfilled, be payable to a person employed in respect of his employment or of work done in such employment
6
, 

and includes:- 

a. any remuneration payable under any award or settlement between the parties or order of a Court; 

b. any remuneration to which the person employed is entitled in respect of overtime work or holidays or 

any leave period; 

c. any additional remuneration payable under the terms of employment (whether called a bonus or by any 

other name);  

d. any sum which by reason of the termination of employment of the person employed is payable under any 

law, contract or instrument which provides for the payment of such sum, whether with or without 

deductions, but does not provide for the time within which the payment is to be made;  

e. any sum to which the person employed is entitled under any scheme framed under any law for the time 

being in force, but does not include:- 

1. any bonus (whether under a scheme of profit sharing or otherwise) which does not form part of the 

remuneration payable under the terms of employment or which is not payable under any award or 

settlement between the parties or order of a Court;   

2. the value of any house-accommodation, or of the supply of light, water, medical attendance or other 

amenity or of any service excluded from the computation of wages by a general or special order of 1 

[the appropriate Government];  

                                                           
6
 The Payment of Wages Act, 1936, No. 04, Acts of Parliament, 1936 (India) 
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3. any contribution paid by the employer to any pension or provident fund, and the interest which may 

have accrued thereon;  

4. any travelling allowance or the value of any travelling concession;  

5. any sum paid to the employed person to defray special expenses entailed on him by the nature of his 

employment; or  

6. any gratuity payable on the termination of employment in cases other than those specified in sub-clause 

(d). 

 Coverage of the Act 

The Act was made applicable to factories, railways, air transport, docks, inland vessels, construction works, 

maintenance of buildings, roads, bridges and canals as well as to workshops, waterworks and establishments 

relating to the generation, transmission and generation of electricity. There was a provision which enabled 

government to extend its operation to any establishment or class of establishment. The Act is applicable only to 

employees or workers who are drawing wages up to the prescribed ceiling, which is revised from time to time 

to keep pace with inflation. The last revision was made in 2012, raising the limit to Rs.18,000 per month.  

 Working of the Act 

Section 4 of the Act lays down that there shall be a definite period fixed for the payment of wages to the 

workers, which shall not exceed one month in any case
7
. 

In the establishments with not more than 1000 workers, the Act provides, shall be paid before the seventh day 

of the month and the establishments having employed more than 1000 employees shall be paid before the tenth 

day of the month (Section 5)
8
. The Act also provides that there shall be justified deductions from wages and 

shall be made only within the provisions of the Act (Section 7).  

According to the Act, the workers or employees should be paid either in currency notes or in coins (Section 6). 

However, the proviso to this section says that the payment of the wages by the employer shall be made by 

cheque or by crediting the amount to the bank account of the employee only with his consent in writing.  

However, the act does not have a universal coverage which can be seen as a drawback of the Act. Rather it 

should be made applicable to all the establishments not only to the employees drawing wages up to eighteen 

thousand per month. 

                                                           
7
The Payment of Wages Act, 1936, No. 04, Acts of Parliament, 1936 (India)S. 4 

8
The Payment of Wages Act, 1936, No. 04, Acts of Parliament, 1936 (India)S. 5 
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IV. THE PAYMENT OF BONUS ACT, 1965 

While resolving the disputes among employees and employers, the industrial court, back in the year 1948-49, 

expressed the concern towards he employees and said that both the employees and employers are entitled to a 

certain and legitimate return out of the profits and thus came out with a formula to compute the bonus that 

should be paid to the employees
9
.  

The Labour Appellate Tribunal in the Mill Owners Association v. Rashtriya Mill Mazdoor Sangh, Bombay, 

1950
10

, refined the formula and stipulated that the surplus available for distribution is to be determined after 

debiting certain prior charges from gross profits, viz., 

1. provision for depreciation,  

2. reservation for rehabilitation,  

3. return of six per cent on paid up capital and  

4. return on working capital at a rate lower than the one on paid up capital.  

A few years later the Supreme Court took an orthodox view, making the following observation: “The claim for 

bonus can be made by the employees only if as a result of the joint contribution of capital and labour the 

industrial concern has earned profits. If in any particular year the working of the industrial concern has resulted 

in loss there is neither basis nor justification for a demand for bonus. Bonus is not a deferred wage”
11

. 

According to the Act “salary or wage” means all remuneration (other than remuneration in respect of over-

time work) capable of being expressed in terms of money, which would, if the terms of employment, express or 

implied, were fulfilled, be payable to an employee in respect of his employment or of work done in such 

employment and includes dearness allowance (that is to say, all cash payments, by whatever name called, paid 

to an employee on account of a rise in the cost of living), but does not include:- 

1. any other allowance which the employee is for the time being entitled to;   

2. the value of any house accommodation or supply of light, water, medical attendance or other amenity or 

of any service or of any concessional supply of food grains or other articles; 

3. any traveling concession;  

4. any bonus (including incentive, production and attendance bonus);  

                                                           
9
 Payment of Bonus Act, 1965,No. 43, Acts of Parliament, 1965 (India) 

10
 1958 AIR 923 

11
 1959 SCR 895 
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5. any contribution paid or payable by the employer to any pension fund or provident fund or for the 

benefit of the employee under any law for the time being in force; 

6.  any retrenchment compensation or any gratuity or other retirement benefit payable to the employee or 

any ex gratia payment made to him;  

7. any commission payable to the employee. 

 Coverage of the Act 

The Act is applicable to all the establishments having employed more than 20 or more workers and the Act 

continues to be applicable to such establishments even if the number of persons employed falls below 20. Also, 

section 8 says that every person who has worked in that establishment for at least thirty working days in that 

year is entitled to bonus. Provided that the person should not have been disqualified from his service on any 

ground.  

 Working of the Act 

The Act provides for the payment of bonus at the rate of 8.33% of the wage which is the minimum limit and 

should not exceed 20% of the wages of the employee in case the allocable surplus exceeds the minimum bonus 

that must be paid according to the provisions of the Act. 

The Act originally provided that an employee who is drawing a salary of 1,600 per month was entitled to 

receive bonus in compliance with the provisions of the Act. However, the ceiling for calculation was kept at Rs. 

750 initially. Therefore, a person whose wage exceeded Rs. 750 per month, the calculation of bonus for those 

employees should be made as if their wage was Rs.750. 

However, taking the inflation into account, an amendment was made to this Act in the year 2015 and the wage 

ceiling for the payment of bonus was kept at Rs. 21,000 and the calculation ceiling at Rs. 7000 or the minimum 

wage for a scheduled employment, whichever is higher. 

V. THE EQUAL REMUNERATION ACT, 1976 

India has always strived to achieve gender equality and uniformity in its laws. Part IV of the Indian 

Constitution lays down the Directive Principles of policy to be followed by the state and Article 39 enunciates 

the principle of „equal pay for equal work for both men and women‟. In order to give effect to this 

constitutional provision, the Parliament enacted the Equal Remuneration Act, 1976 (referred to below as the 

Act).
12

 

                                                           
12

 The Equal Remuneration Act, 1976, No. 25, Acts of Parliament, 1976 (India) 
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Section 2(h) defines „‟remuneration‟‟ as the basic wage or salary, and any additional emoluments whatsoever 

payable, either in cash or in kind, to a person employed in respect of employment or work done in such 

employment, if the terms of the contract of employment, express or implied, were fulfilled
13

. 

Section 4 (1) of the Act prohibits wage disparity between men and women. It reads as follows: 

“No employer shall pay to any worker, employed by him in an establishment or employment, remuneration, 

whether payable in cash or kind, at rates less favorable than those at which remuneration is paid by him to the 

workers of the opposite sex in such establishment or employment for performing the same work or work of a 

similar nature.” 

Section 5 of the Act, which is another key provision, prohibits discrimination between men and women workers 

while recruiting. The main provision is: 

 “On and from the commencement of this Act, no employer shall, while making recruitment for the same 

work or work of a similar nature, or any condition of service subsequent to recruitment such as promotions, 

training or transfer, make any discrimination against women except where the employment in such work is 

prohibited or restricted by or under any law for the time being in force.”
14

 

 Coverage of the Act 

The Act is implemented by the Central Government in relation to employments which are either directly carried 

on by Central Government or under the authority of the Central Government or a railway administration, or 

related to a banking company, a mine, oil field or major port or any corporation established by or under a 

Central Act. In respect of all other employments in establishments which are not within the ambit of the Central 

Government, the implementation rests with the State Governments.  

The Act, though applicable to all workers and employers irrespective of the nature of work and size of 

enterprise, does not specifically define an establishment to which it is applicable, but makes reference to the 

definition of employer as provided by section 2 of the Payment of Gratuity Act, 1972. Thus, it applies to 

establishments employing ten or more workers. 

Thus, we find that the Equal Remuneration Act, 1976, prohibits gender discrimination in respect of wages as 

well access to employment opportunities. Since this paper is about wages and not about access to employment, 

in the analysis that follows, we focus on wage discrimination alone. 

The Equal Remuneration Convention, 1951 (No. 100) of the ILO covers the subject of gender equality in 

wages. Article 2 of the Convention provides as follows: “Each Member shall, by means appropriate to the 

                                                           
13

The Equal Remuneration Act, 1976, No. 25, Acts of Parliament, 1976 (India)S. 2 Cl. h 
14

 The Equal Remuneration Act, 1976, No. 25, Acts of Parliament, 1976 (India)S. 5 



www.ijlmh.com                        ©2019 IJLMH | Volume 2, Issue 4 | ISSN: 2581-5369 

International Journal of Law Management & Humanities Page 11 

methods in operation for determining rates of remuneration, promote and, in so far as is consistent with such 

methods, ensure the application to all workers of the principle of equal remuneration for men and women 

workers for work of equal value.” 

VI. CODE ON WAGES BILL, 2017 

In India, labour can be found both in the concurrent and the state list, which means that both the central and the 

state government can make laws on this topic. Currently, there are legislations which deal with various aspects 

like industrial dispute, payment of wages, working conditions in establishments etc. The Second National 

Commission on Labour (2002) had recommended that classifying the issues on labour welfare into broad heads 

would simplify dealing with them. Also, this would pave way for bringing about uniformity in the coverage of 

the labour legislations that are in force.  

To this effect, a Code on Wages Bill was introduced in the Lok Sabha on August 10, 2017. The Code seeks to 

regulate and revise the broad areas of labor law i.e. payment of wages, bonus etc to workers and other issues. 

The Bill if passed, it proposes to repeal the following four laws: (i) the Payment of Wages Act, 1936, (ii) the 

Minimum Wages Act, 1948, (iii) the Payment of Bonus Act, 1965, and (iv)the Equal Remuneration Act, 

1976
15

.  

Coverage 

 Minimum Wages Act:  Minimum wages are fixed for scheduled employments with more than 1,000 

employees.  

 Payment of Wages Act:  Applies to employees whose wages do not exceed Rs 24,000 per month. 

 Payment of Bonus Act:  Applies to employments with 20 or more persons and for employees whose 

wages do not exceed Rs 21,000 per month.  

 Code on Wages, 2017: Minimum wages will be paid to all employees.Provisions regarding payment of 

wages will apply to all employees. Bonus will apply to employees whose wages do not exceed a 

monthly amount notified by central or state governments. 

Revision of minimum wages 

 Minimum Wages Act:  Minimum wages must be revised by the central or state governments at least 

once every five years. 

 Code on Wages, 2017: Mandates that minimum wages be revised in five-year intervals. 

National Minimum Wage 

                                                           
15

The Code on Wages, 2017 
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 Existing Legislations: No provision. 

 Code on Wages, 2017: The central government may set a national minimum wage and may set 

different national minimum wages for different states and regions. 

Overtime Wage 

 Minimum Wages Act:  Allows the relevant central or state governments to set overtime wage. 

 Code on Wages, 2017: Sets overtime wage at two times the normal wages. 

Gender Discrimination 

 Equal Remuneration Act:  Prohibits gender discrimination in wage payment. 

 Prohibits gender discrimination in recruitment, transfers, and promotions. 

 Code on Wages, 2017: Prohibits gender discrimination in wage payment.  

No provision. 

Inspections 

 Minimum Wages Act, Payment of Wages Act, Payment of Bonus Act, and Equal Remuneration 

Act:  Inspectors are appointed to carry out (i) surprise checks, and (ii) examine persons and require 

them to give information, among other powers. 

 Code on Wages, 2017:Appointment of a Facilitator to carry out inspections, and provide information to 

employers 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 scheme will be decided by the central or state governments. 

Penalties 

 Minimum Wages Act:  Offences include (i) paying employees less than minimum wages, and (ii) not 

providing for a day of rest in the week.  Penalties include fine up to Rs 500 and imprisonment up to six 

months.   

 Payment of Wages Act:  Offences include (i) non-payment of wages at specified time period, (ii) 

unauthorized deductions from wages.  Penalties include fine up to Rs 7,500. 

 Payment of Bonus Act: In case a person or company does not comply with the Act, they can be 

punished with imprisonment up to six months or fine up to Rs 1,000.  
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 Equal Remuneration Act: Offences include: (i) non-maintenance of documents in relation to 

employees, and (ii) discrimination against women in recruitment.  Penalties include fine up to Rs 20,000 

or imprisonment up to one year. 

 Code on Wages, 2017:  

Employers who pay less than what is due under the Code will pay a fine of up to 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 20,000.  If an employer is guilty of the same offence again within 

five years, penalties include imprisonment up to one month or a fine of up to Rs 40,000 or both. 

VII. INTERNATIONAL LABOUR ORGANISATION CONVENTIONS 

Article 1 of the ILO Minimum Wage Fixing Convention, 1970 (no. 131) requires in principle that the system of 

minimum wages should cover all group of wage earners but gives some leeway to ratifying members to leave 

out some employments from the coverage while Recommendation no. 135 encourages them to keep to a 

minimum the number and groups of wage earners not so covered
16

.  

It is important to note that in keeping with ILO‟s logic of adopting procedural and not substantive norms, the 

Convention talks of a system of minimum wages and the consultative process by which the minimum wages 

should be fixed and adjusted from time to time and does not talk of the levels at which such wages should be 

fixed.  

Article 3 of the same convention enumerates three elements that should determine minimum wages, namely, 

the needs of workers and their families, cost of living and social security benefits. It also recommends taking 

into consideration the general level of wages in the country, the relative standards of living of other social 

groups, the requirements of economic development, levels of productivity and the desirability of attaining and 

maintaining a high level of employment.  

Article 4 of the convention requires consultations with representative organisations of employers and workers 

in the machinery to fix minimum wages, and, where no such organisations exist, with representatives of the 

employers and workers concerned. Independent persons are to be appointed on the basis of competence for 

representing the general interests of industry but after consultation with representatives of organizations of 

employers and workers.  

                                                           
16

“International Labour Organization (ILO) - UN India” (United Nations) <http://in.one.un.org/who-we-are/ilo-india/> accessed 20 

September, 2019 
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ILO‟s Recommendation no. 135 makes some additional suggestions on the system of minimum wages to be 

adopted by developing country members of the ILO. Countries have the option to fix a single minimum wage 

of general application or have different minimum wages for groups of workers. They may also have different 

rates for different regions to allow for differences in the cost of living.  

The ILO recommendations allow the process of fixing minimum wages to take different forms: they may be 

embodied in the statute at the outset or may be the result of decisions of wage boards, industrial or labour courts 

or tribunals, or the outcome of collective agreements. Minimum wages may also be determined by competent 

authorities after taking into account recommendations of other bodies or without such consultation. Independent 

persons are required to be suitably qualified persons with experience in the areas of industrial relations or 

economic or social planning.
17

 The ILO recommendations give option to developing countries to revise the 

minimum wages either at regular intervals or whenever such review is considered appropriate in the light of 

variations in the cost of living. As regards enforcement, developing countries are exhorted to give publicity to 

the minimum wage provisions, employ a sufficient number of inspectors and provide for adequate penalties for 

infringement. 

VIII. SUGGESTIONS AND RECOMMENDATION 

It is clear from the above analysis that wage regulations in India do not measure up to the standards and  in 

some cases they even fall short of the recommendations mentioned in ILO conventions. The complexity of 

some of the laws which somewhat is a necessity,  is considering different factors in relation to place or person 

of employment in India makes enforcement of the same difficult. The Code on Wages Bill, 2017 is expected to 

eliminate some of these shortcomings; however, overall, following are a few ways these shortcomings can be 

dealt with. 

With regard to the Minimum Wages Act, 1948, the possibility or practicability of a single minimum wage 

nationally or even regionally is impractical and even irrational. The cost of living is the most important factor 

for fixing or revising minimum wage and there is considerable variation in the cost of living in various parts of 

the country. It is best to leave minimum wages to be determined by the governments of each state and union 

territory, while continuing to allow them to fix different rates for different localities in their jurisdiction. 

In addition, there should be a common minimum wage within the geographical area for which the minimum 

wage has been fixed and there should be no differentiation among employments. The idea of fixing minimum 

wages should not be confused with the notion of determining a wage structure. Further, in order to ensure that 

our manufacturing industries remain healthy, the mandatory fixation in Rule 25 of the Minimum Wages 
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(Central) Rules, 1950, of overtime payment at 200 per cent of the ordinary wage needs to be reviewed and 

brought down to or near the ILO norm of 125 per cent. 

With regard to the Equal Remuneration Act, 1976, although legislations mandatorily demand gender non-

discrimination in wages, such discrimination is existing to some extent in all countries due to a number of 

factors including the ethos, culture and awareness of rights in the country. Gender pay gap arises from the 

educational level, work experience, etc. It is a matter of concern is that India ranks low among nations as far as 

gender parity is concerned. 

To begin with, an amendment needs to be made to replace the phrase “same or similar” in the Section4 (1) of 

the Equal Remuneration Act 1976 with the words “work of equal value” used in Article 2 of the Equal 

Remuneration Convention 1951 (no.100) of the ILO and is a more appropriate phrase. In addition, it would be 

necessary to make a concerted effort and look deep into the causes, sector by sector, and find remedies. 

With regard to the Payment of Bonus Act, 1965, mandatory payment of bonus even when there is no surplus is 

something that sets India apart from the mainstream, affecting foreign investment. The provision may have 

been in accordance with the ethos of the times when the Payment of Bonus Act was enacted by the government 

of India in1965. 

However, today in a globalized world, it cannot be left unchanged and needs to be amended. India is alone 

among leading developed and emerging countries to have a provision requiring payment of bonus even when 

there is a loss. This law needs to change. 

With regard to the Payment of Wages Act, 1936, it is stated that a basic law like the law relating to wages 

needs to have universal coverage. India needs to follow the example of advanced countries in the region and 

make the law on wages applicable to all establishments. This has already been proposed in the Code on Wages 

Bill, 2017. 

IX. CONCLUSION 

In summation, it can be said that as of now India lacks the uniformity and falls short of the recommendations 

mentioned in ILO. There is an immediate need to modify our labour legislations and introduce more advanced 

system. The Code on Wages Bill, 2017 was introduced as the next step towards rationalizing the labour 

legislations in the country. 

Although the provisions under the Code on Wages Bill are expected to help advance the labour legislations and 

take the position of the country‟s system closer to what the ILO Convention recommends, the Code cannot be 

expected to cure the system of all shortcomings or deficiencies.  
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Achieving the kind of uniformity and stability in labour laws demanded  by international standards is not 

possible first of all in India considering the demography as well as geography along with other factors like 

ethos that vary vastly among different persons in the country. Thus, it‟s a long road towards the said uniformity 

and removal of all shortcomings and will require further evolution and development, the Code on Wages Bill 

being the first step towards the same. 
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