
CHAPTER I

PRINCIPLES OF WAGE DETERMINATION

1.1 The importance of wages as a factor in the 
economy cannot be overrated. Together, wages 
and salaries constitute the biggest chunk of the 
national product. Necessarily, the level of wages 
has to reflect the general economic condition and 
the level of national income. There has been no 
dearth of commissions, committees and expert 
bodies dealing w ith the subject of wages in 
India- Important among these are the Royal 
Commission on Labour 1931, the Bombay Tex
tile Labour Inquiry Committee 1937, the Labour 
Investigation Committee 1946, the United P ro
vinces Labour Enquiry Committee 1948, the Fair 
Wages Committee 1949 and the National Com
mission on Labour 1969. Unfortunately, all these 
bodies w ere totally or overwhelmingly occupied 
with wages of industrial workers. Even the Na
tional Commission on Labour whose Chairman 
made it a pre-condition that the terms of reference 
must include ‘unorganised, inarticulate agricul
tural labourers', did not go into sufficient detail 
regarding the determination of wages in these 
sectors \

The words ‘sufficient details' in the preceding 
sentence are used essentially in a comparative 
sense which becomes clear if we look at the size 
of the industrial workforce on the one hand and 
that of agriculture, rural and other unorganised 
labour on the other. To a large extent, opera
tions of some of these bodies were circumscribed 
by their terms of reference. In other cases, it 
was merely a reflection of the over-whelming 
national concern w ith a small but organised 
segment of the work force. Fortunately, the 
fundamental-principles governing determination 
of wages in industry and non-industry sectors 
are the same- As a result, the lack of treatment 
or rather, the inadequate treatm ent by commis
sions and committees of the past need not be a 
serious handicap.

1.2 As was mentioned earlier, the most impor
tan t factor which governs the determination of 
wages is the general condition of the economy. 
The national income is the most im portant in
dicator of the economic condition. Wages are a 
key instrum ent in the distribution of the national 
income and it goes without saying that distribu
tion be so structured tha t it does not impede 
the further growth of the national income itself. 
I t is possible to push this agrument to one ex 1 2

treme and visualise a situation where a highly 
unequal distribution of income leads to higher 
rates of capital formation with consequent high 
increases in the national income- In  a reverse 
situation, equal or near equal distribution might 
assist capital formation and therefore economic 
growth. Obviously both extremes need to be 
avoided and this has to be the cardinal princi
ple of any policy on wage determination. What 
this calls for is not so much a technical but a 
balanced approach where the interest of the 
community as a whole predominates over sec
tional interests. What follows is that at any 
level of national income, there has got to be a 
certain level of minimum wages which the com
munity or the nation can afford. What it cannot 
afford, as the Committee on Fair Wages said, are 
wages fixed at a level which would lead to re 
duction in employment itself and therefore, in 
the national income.3

1.3 Having accepted that the condition of tne 
economy is the most important factor in the 
determination of minimum wages, let us look at 
the other important factors which have a strong 
influence on the subject. The practice is to begin 
with the ILO instruments. In the Minimum 
Wage Convention 1928, the accent is on the 
methodology of fixation rather than on the prin
ciples of wage determination. This is not of any 
help to us in determining what should be the 
wage. The Minimum Wage-fixing Machinery Re
commendation of the ILO is slightly more help
ful- It says, that for the purpose of determining 
the minimum rates of wages “regard should 
primarily be had to rates of wages being paid to 
similar work where workers are adequately 
organised and have concluded effective collec
tive agreements, or if no such standard of refe
rence is available in the circumstances, to the 
general level of wages prevailing in the country 
or in the particular locality”. The need for fixing 
minimum wages relates essentially to  m easure 
to improve the terms and conditions of employ
m ent of ‘sweated’ labour who are the unskilled 
manual workers. The reference in the I.L.O 
Recommendation to wages for the same worls 
arrived through collective bargaining in thf 
organised sector, would have little relevance tc 
the vast numbers in the labour force in  the un

1. P.B. Gajendragadkar at the inaguration of the National Commission on Labour. His other conditions were that 
he would remain at Bombay while the Commission functioned from Delhi and that worker and employer represen
tatives on the Commission must be experienced eminent persons (Report of the National Commission on Labour 
Appendix III).

2. Report of the Committee on Fair Wages 1949, ' Chapter n , Page 4.
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organised sector in  the under developed part 
of the world. Here, the second part of the recom
mendation, tha t which speaks of the general 
level of prevailing wages or w hat could also be 
called the prevailing rates of wages appears at 
first glance some w hat relevant. A closer view 
however would show serious pitfalls even in this 
approach. The United Provinces Labour 
Enquiry Committee, 1948 which went into 
this m atter in considerable detail, came to 
the conclusion that the principle of com
parison with prevailing rates of wages could 
not be applied to conditions in India as 
low wage levels were as much a characteristic 
of the so called organised industries as others. 
The Committee was enquiring into industrial 
wages. If that was its finding in, what it calls, 
the ‘so called’ organised industries, the damage 
that would have occured by taking the prevail
ing rates of wages in agriculture, and in rural 
and unorganised industry as the master-guide 
and determining factor in arriving at minimum 
wages in these sectors could well be imagined. 
Investigations show that this is precisely how 
minimum wages in agriculture were determined 
all over the country in the early fifties.

1.4 From this brief digression to a practice 
which we shall discuss in detail later, we must 
return  to the theory of principles of minimum 
wage determination. As We had noted at the be
ginning of this chapter, there has not been any 
significant work in this area in the rural and 
organised sector.3 Howaver, the main principles 
involved in the determination of wages both in 
industry and in other than industry are the same 
and therefore, we have a wealth of material in 
the exercises conducted both within and outside 
the country. Most of these exercises relate to 
the question as to w hat could be the wage levels 
under various circumstances. It is not surpri
sing that the findings of these bodies are similar. 
A family budget enquiry conducted by the Uni
ted States Bureau of Labour Statistics in 1919, 
analysed the family budget with reference to 
three concepts;

(1) the pauper of poverty level.
(2) the minimum subsistence level, and
(3) the minimum of health and comfort 

level.

The Bureau was l-ooking into industrial wages and 
its concern was not so much with the subsistence 
level wage as to what lav between the subsis- 
°oce level and the minimum health and comfo 

level- At home in 1948, the United Provinces

Labour Enquiry Committee classified levels of 
living into four categories, namely—

(1) the poverty level,
(2) the minimum subsistence level,
(3) . the subsistence plus level and

(4) the comfort level
The objectives of these exercises were to arrive 
at what is now known as the ‘fair wage .4 5 The 
Committee on Fair Wages places the lair wage, 
above the minimum wage and below the living 
wage- At the moment it is important for us to 
note that the minimum wage is not th e same as 
the poverty level wage. Both within the country 
and outside it has been clearly established and 
accepted chat the minimum wage which, is at 
times called the subsistence level wage, is of a 
level above the poverty level wage. The follow
ing description of the concept by the Fair Wages 
Committee which we quote makes this clear. We 
consider that a minimum wage must provide not 
merely for 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, medic'arj 
requirements and amenities.’3 All this the Com
mittee has said in passing. Its reference was to 
evolve principles governing the determination 
of fair wages for industrial workers- But what 
it has said regarding the principles determining 
the minimum wage is true of minimum wage in 
both industry and non-industrv and is in line 
with the findings of other expert bodies in India 
and elsewhere.

1.5 Having mentioned the living wage and fair 
wage it is necessary to examine them in some 
detail. We have stated briefly that the fair wage 
lies in-between the minimum wage and the 
living wage. Minimum wages will be our main 
concern in most of the chapters for substantial 
reasons. First, the bulk of the labour force in the 
country is on the minimum wage.6 This includes 
agriculture labour, labour in other rural employ
ment and labour in the unorganised sector- To
gether these constitute the overwhelming majo
rity of wage labour in the country. Second, the 
determination of the fair wage and the living 
wage must necessarily bear a relation to the 
minimum subsistence wage. And finally because, 
despite these circumstances the thinking on 
minimum wages in the country is clouded.
1.6 For the time-being however, we will leave 
minimum wages to take a close look at the living 
wage concept. Most of us know what living is.

3. The I.L.O’s Minimum Wages and Economic Development 1968 and is’ disappointingly general to be of any practical 
use to labour economists in the under-developed countries.

4. After the Report of the Committee on Fair Wages, 1949

5. Report of the Committee on Fair Wages 1949, Page 9.
6. A large number is working below the minimum wage even where minimum wage for the employments has been 

determined by law.



but asked to define, we find ourselves in difficul
ties. That seems to have been the position with 
the expert bodies too- Where these bodies were 
tripartite, there have been significant differences 
between employers and workers. The differences 
are mainly about the standards of comfort to be 
adopted. But the language ‘comfort level’ (Uni
ted Provinces Labour Enquiry Committee), 
minimum of health and comfort level’ (United 
States Labour Bureau of Statistics)’ amount 
necessary to provide a standard of comfort’ 
(Minimum wage Fixing Machinery, ILO), is 
common to every effort by expert bodies over 
the world to conceptualise the living wage. At 
the same time it must be understood that the 
level of comfort is essentially relative and has 
to be arrived at in the light of the circumstances 
at the particular time and place. The Committee 
on Fair Wages was of the view that in countries 
like Australia. Newzealand, the United States 
and Canada where the level of national income 
was high, the living wage formed the primary 
basis for the minimum wage and in fact there 
was not much distinction between the two.7 The 
Committee does not refer to countries in Europe 
or to Japan as the period under consideration 
relates to the immediate aftermath of the second 
world war. But the position seems to have chan
ged at least in some of the countries mentioned 
in the report- For example, in the United States 
where the Federal hourly minimum wage was 
fixed at 3.35 dollars in 1981, there is currently a 
serious debate on the quantum of increase to be 
allowed. The issue ig not that the increase sug
gested in certain quarters is unwarranted by the 
need to maintain minimum standards of comfort 
but the apprehension in some sections including 
in the Federal Government that the quantum 
rise may lead to fall in employment, and affect 
the very people who are sought to be benefited. 
The current controversy in the United States has 
been cited to show that even in the economically 
developed countries there can still be consider
able lee-way between the minimum wage and 
the living wage. As for India, the Committee on 
Fair Wages set definite parameters the fair 
wage would be above the lower limit set by the 
minimum wage and below the upper limit set 
bv the living wage and determined by the capa
city of the industry to pay. The actual fair wage 
would depend on a consideration of—

(a) the productivity of labour,

(b) the prevailing rates of wages in the 
same or similar occupations in the same 
or neighbouring localities-

(c) the level of national income and its 
distribution, and

(d) the place of the industiy in the economy 
of the country.

1.7 The Fair Wages Committee submitted its 
report in 1949 and in April 1950 Prime Minister 
Jaw aharlal Nehru made a statement in Parlia
ment announcing that the Government were 
committed to the principle of fair wages as re
commended by the Committee. A few months 
later a Bill embodying these recommendatrons, 
the Fair Wages Bill, 1950 was introduced. The 
Bill lapsed with the dissolution of the Provisional 
Parliament and was not re-introduced.8 9 The 
incorporation of living wage under the Directive 
Principles of State Policy in Article 43 of the 
Constitution of India appears to be kind of a 
sop. The principles involving fair wages recom
mended by the Committee however, have found 
extensive application in the recommendations 
of the First and Second Pay Commissions of the 
Government of India, and in the awards of Wage 
Boards, Industrial Courts and Tribunals- Inte
rest has however flagged in recent times and in 
the last two decades there has been little that 
could be compared to the intensive enquiries 
into matters relating to wages which took place in 
the twenties and the thirties, and in the years 
immediately before and following independence.
1.8 At this stage of analysis it would be useful 
to examine the concept of living wage. Although 
unattainable in this country for the work force 
in general in the foreseeable future, the living 
wage or the comfort level wage is the ultimate 
objective in wages." An Australian Court of 
Conciliation defined the living wage as one 
which meets the normal needs of the average 
worker and his family to live as a human being 
in a civilised community. Apart from meeting the 
the absolute essentials of food, shelter and clo
thing it must also meet the needs of frugal com
fort by current standards and include an element 
of provision for evil days. Another Australian 
law defines the living wage as a sum sufficient 
for the normal and reasonable needs of the 
average employee- Necessarily such a wage would 
be related to the general standards of living and 
the state of the economy.

1.9 The definition of the family or rather the 
size of the family is crucial in relation to the 
minimum wage and the living wage. The Bom
bay Textile Labour Inquiry Committee said that 
the wage must support the wage earner hig wife 
and two children. The general suggestions be

7. Report of the Committee on Fair Wages, page 8, paragraph 9.

8. The concept of fair wage first figured as an integral part of the Industrial Resolution, 1948. The efforts of the 
tripartite Fair Wages Committee 1949 were to concretise this concept.

9. These are in Indian industry, what are known as high wage islands where the fair wage has attained the comfort 
standard.



fore the Committee on Fair Wages were on similar 
lines that the family should be regarded as one 
consisting of the wage earner, his wife and two 
children. Taking the two children as one con
sumption unit, the family would be of three 
consumption units. This was supported by the 
data disclosed in the family budget enquiries in 
1948- Where the size of the family was found to 
be larger it was also found tha t the number 
of earner was more than one. The size, of the 
family as three consumption units in relation to 
minimum wage determination is of great impor
tance. It has beep relied upon totally by all sub
sequent commissions, committees and expert 
bodies.
1.10 As we had observed earlier in this chapter, 
the concern of most commissions and other bodies 
was with wages of industrial workers. Even in 
this narrow area, it was limited to wages of in
dustrial workers in the organised section. The 
composition of these bodies with eminent indus
trial employers and leaders of organised wor
kers makes this obvious- Their concern naturally 
was for the fair wage which was to be the ac
tual wage in industry. There was unanimity that

the fair wage would be above the minimum 
wage and below the living wage. The only diffe
rence was whether it should be closer to the 
one or the other. Generally the trade union 
leaders wanted the fair wage to be closer to the 
living wage while employers wanted it closer to 
the minimum wage. The vast majority of the 
labour force in India however is in agriculture, 
rural employments and in unorganised industry. 
Statutorily fixed minimum wages apply to most 
of this labour. Their earnings although on the 
lower side individually, taken together, because 
of their numbers, greatly exceed the earnings 
of organised labour- The subject of minimum 
wage determination however has not received 
attention on a corresponding scale. An analysis 
of facts influencing minimum wage determina
tion as was done for the fair wage by the Com
mittee known by that name could have placed 
minimum wages fixed in the early fifties under 
the law of 1948 on scientific lines. The point at 
issue which will be analysed in succeeding 
chapters is whether minimum wages fixed under 
the Act of 1948 were in fact minimum wages or 
were below minimum or poverty level wages.



CHAPTER II
THE MINIMUM WAGE

2.1 We will commence with a brief review of the 
concept of minimum wage by expert bodies. The 
United States Bureau of Labour Statistics in its fami
ly budget survey of 1919, referred to three levels 
of wages—

(1) the pauper or poverty level,
(2) the minimum subsistence level, and
(3) the minimum health and comfort level

The United Provinces Labour Enquiry Committee 
1948, classified levels of living into four categories, 
namely,

(1) the poverty level,
(2) the minimum subsistence level,
(3) the subsistence plus level,
(4) the comfort level,

2.2 The Committee on Fair Wages addressed it
self to the question, which should be the level of 
minimum wages which can be sustained by the pre
sent stage of the country’s economy? After consu
ltation with employees and workers organisations 
and others, it said, “ we consider that a minimum 
wage must provide not merely for the bare suste
nance of life but for the preservation of the efficien
cy of the worker. For this purpose, the minimum 
wage must also provide for some measure of educa
tion, medical requirements and amenities”. We 
must keep in mind that the Committee was concern
ed exclusively with wages of industrial workers and 
some of the requirements and amenities mentioned 
might be more relevant to that area. Nevertheless, 
a clear set of basic principles of what the minimum 
wage must be emerges from these exercises. These 
are:

(1) the minimum wage is not the pauper level 
or poverty level wage;

(2) the minimum wage may also be called the 
minimum subsistence level wage;

(3) the minimum wage must ensure the pre
servation of the level of efficiency of the 
worker;

(4) It must also provide for some basic ame
nities like health and education of children.

What these principles together tell us is that the 
minimum wage level is that level below which wages 
should not fall. If they fall below that level, the 
efficiency of the worker will also fall.

2.3. Our efforts so far have been limited to the 
realm of theory and as far theory is concerned there 
has been a lot of writing on minimum wages with
in and outside the country. These exercises are 
important but what is more important is their prac
tical application or application to real conditions. 
In this area we will look for attempts to determine 
the quantum of minimum wages in India within and 
outside government. Under the Minimum Wages 
Act, wages are determined by government in con
sultation with employer and worker interests. The 
administration of minimum wages is exclusively the 
preserve of the Government. Attempts by other 
bodies to quantify the minimum wage have general
ly not met with government approval.10 We have 
therefore to look for attempts by government ap
pointed bodies to quantify minimum wages. The 
first such attempt is that of the Central Pay Com
mission, 1947. The Commission’s approach to the 
problem appears to be balanced and rational. It 
says, “the discussion must start with the determina
tion of the basic wage payable to unskilled labour. 
Whatever be the market value of such labour, we 
have come to the conclusion that a minimum wage 
standard should be adopted by the State and that 
the scale of Rs. 30-35'would be the appropriate 
basic remuneration for unskilled labour on the basis 
of a cost of living index of 165-175” 11 Mark, the 
words “whatever be the market value” of unskilled 
labour. They are of great importance particularly 
because they precede the report of the Com
mittee on Fair Wages and the Minimum
Wages Act. It is possible in India that in the circum
stances described by the United Provinces Labour 
Enquiry Committee the market value of labour or 
the market level of wages would be at the poverty 
level i.e., below the minimum subsistence level. 
The Pay Commission by a deliberate decision dis
counts the market value concept and adopts _ the 
minimum subsistence level concept for unskilled 
labour.

10. This is true even of the exercise conducted by the Fifteenlh Indian Labour Conference, 1957. The Conference was 
tripartite1 and' included departments of the Government of India, ft he State Govt, organisations of employers 
and organisations of workers. The Govt, of India rejected the minimum wage estimates of the Conference as 
too high and therefore, unpractical.

u . Report of the Central Pay Commission, 1947 Part-II, Paragraph 223, Page-124. The cost of living index referred
is 1939-100.
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2.4. The manner in which the Commission arriv
ed at a minimum basic wage of Rs. 30/- at a parti
cular point of time, is interesting. There was already 
a considerable body of opinion on what the mini
mum wage should be. In an enquiry held in 1940, 
the Rao Committee had come to the conclusion that 
Rs. 35, 30 and 25 per month represented the sub
sistence levels for a family of three consumption 
units in a city like Bombay, in other urban areas 
and semi-urban areas respectively, according to pre
war prices. Justice Rajadhyaksha who adjudicated 
on a dispute between the government and postal 
employees, concluded that on the three unit basis, 
Rs. 65 to Rs. 70 per month was the minimum re
quirement for the average working class family in 
the city of Bombay at 1946 prices. For other areas, 
he placed the minimum requirement at Rs. 55 to 
Rs. 60 per month. After considering the demands 
of various employee organisations and the reports 
of experts, the Pay Commission pronounced that 
“the application of the minimum wage rule has al
ways been recognised to be subject to limitation 
imposed by the general economy of the country. 
It may be applied to correct inequalities in the dis
tribution system but not in disregard of the total 
production capacity of the country or without refe
rence to the national income”. The Commission 
decided that the minimum wage for the unskilled 
worker should be Rs. 55 per month inclusive of a 
dearness allowance of Rs. 25. 12 This minimum 
wage was to be the same for both rural and urban 
areas. Employees in urban areas were given addi
tional allowance for house rent. There was criti
cism that this minimum wage of Rs. 55 was on the 
low side. For us however, the two principles en
unciated by the Commission in determining the mini
mum for unskilled labour are important. These 
are:

(1) the application of the minimum wage 
rule must be recognised to be subject to 
limitations imposed by the general econo
mic situation of the country and,

(2) irrespective of its market value, the State 
must adopt a minimum wage which must 
be the appropriate basic remuneration for 
unskilled labour.

Keeping these principles in view, the Commission 
fixed the minimum wage for unskilled labour under 
the Central Government Rs. 55 per month. This 
was the minimum irrespective of whether the place 
of work was urban or rural. In addition to this 
wage, the unskilled worker under the Central Go
vernment was paid some specific allowances in ad
dition to non-wage benefits. There were also bene
fits like pension and gratuity. For the purpose of 
our analysis it is sufficient to remember that the 
Central Pay Commission 1947, taking: into account 
the limitations imposed by the general economic 
situation of the country and the principle that irres

pective of its market value, the State must adopt 
an appropriate basic minimum wage for unskilled 
labour, determined that wage to be Rs. 55 per 
month.

2.5. The second Central Pay Commission was 
set up in 1957. Its report became available two 
years thereafter. With inflation in the intervening 
years, the Rs. 55 per month minimum wage for 
unskilled labour, determined by the First Pay Com
mission had risen to Rs. 75. This amount consist
ed of Rs. 30 basic pay, Rs. 20 dearness pay 
and Rs. 25 dearness allowance. These distinctions 
between dearness pay and dearness allowance have 
great significance for government and its employees. 
For our present exercise however, these distinctions 
do not matter. The Commission as was to be ex
pected, was flooded with demands from employee 
organisations for a review of the minimum wage. 
Many reasons were advanced. Important among 
these were:

(1) that the amount determined by the First 
Pay Commission was an under-estimate

(2) that it did not meet the minimum nutri
tional and other needs of the worker and 
his family, and

(3) that the method of estimating the dear
ness allowance did not provide for full 
neutralisation of the price incerease.

2.6. The question of incorporating the nutrition 
requirements of the family into the concept of mi
nimum wage had been raised for sometime. How
ever, it received systematic treatment in the Fif
teenth Indian Labour Conference which met in 
July 1957. The Conference which was a tripartite 
body consisting of representatives of the Central 
and State Government, employees and employers, 
reached the following unanimous conclusion on 
need based wage:

(A) V\7iile accepting that minimum wage was 
need based and should ensure the minimum hu
man needs of the industrial worker, the following 
norms were accepted as a guide for all wage 
fixing authorities including minimum wage com
mittees, wage boards, adjudicators, etc.

(i) In calculating the minimum wage, the 
standard working class family should be 
taken as three consumption units for one 
earner.

(ii) minimum requirements should be calculat
ed on the basis of a net intake of calories 
as recommendded by Dr. Aykroyd for an 
average Indian adult of moderate activity.

(iii) clothing requirements should be estimated 
on the basis of a per capita consumption 
of 18 yards oer annum which would give

12. Report of the Central Pay Commission, 1947, paragraph 51 page 33.
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for the average workers family of four a 
total of 72 yards.

(iv) In respect of housing, the rent corresponr 
ding to the minimum area provided for 
under the government industrial housing 
scheme should be taken into consideration 
in fixing the minimum wage.

(v) Fuel, lighting and other miscellaneous 
items of expenditure should constitute 
20 per cent of the total minimum wage.

(B) Where the minimum wage fixed was be
low the norms recommended above, it would be 
incumbent on the part of the concerned authori
ties to justify the circumstances which prevented 
them from adhering to the norms.
2.7 On the basis of these norms, major organi

sations of Central Government employees worked 
out need based minimum wages ranging from Rs. 
110 to Rs. 137 per month at prices prevailing at 
the end of 1957, and presented them to the Pay 
Commission. The Commission’s approach was 
two fold. It sought to know from the Central 
Government whether it had committed to adopt the 
recommendation of the Indian Labour Conference 
regarding need based minimum wage during the 
Second Five Year Plan. Government’s reply came 
from vhe Secretary, Ministry of Finance, Depart
ment of Expenditure. We reproduce the relevant 
portion. “The Government desire to make it clear 
that recommendations of the Labour Conference 
should not be regarded as decision of Government 
and have not been formally ratified by the Central 
Government. They should be regarded as what 
they are, namely the recommendation of the Indian 
Labour Conference which is tripartite in character. 
Government have, at no time, committed themselves 
to tatting executive action to enforce the recommen
dations”. On receipt of the clarification, the Com
mission embarked on its own detailed consideration 
of the recommendation of the Labour Conference. 
The Conference recommendations related to indus
trial workers and taking into account the Railways 
and Post and Telegraph, the bulk of Central Go
vernment employees were indeed industrial workers. 
The Commission found that the minimum worked 
out according to the Conference formula 
was of the order of Rs. 125 per month.
The highest minimum wage fixed under
the Act of 1948 around this time was Rs. 52.50. 
The per capita income at current prices during the 
nine years ending 1957-58 was between Rs. 246.90 
and Rs. 291.50. Taking the standard family of 
four members, the highest figure of nine years would 
work out to Rs. 1166 per year or about Rs. 97 per 
month. At his level a minimum wage of Rs. 125 
would not be economically feasible.

2.8 The Pay Commission then went on to ana
lyse the nutrition tables of Dr. W-R. Aykroyd18

Initially in Health Bulletin No. 23 Dr. Aykroyd 
had suggested a net intake of 3000 calories as the 
daily nutrition requirement of an average man do
ing moderate work. Later, the Doctor himself 
scaled this down to 2700 calories taking into account 
the somewhat lower metabolism of Indians. This 
was the calorie level adopted by the fifteenth Indian 
Labour Conference. Apart from providing the ne
cessary calories, the diet has to be balanced to sup
ply other elements essential for health. The Pay 
Commission went into details of food items. It 
found that while the standards set for cereals and 
pulses might be feasible, those for other items like 
fruit, milk, fish and eggs were clearly not attainable. 
The total output of milk which at the commence
ment of the First Five Year Plan was 18 million 
tons, worked out to 5 ounces per capita as against 
Dr. Aykroyd’s recommendation of 10 ounces. 
Similarly the diet prescribed by Dr. Aykroyd includ
ed an egg a day against the actual availability of 4 
egges per head per year at the beginning of the Se
cond Plan The extremely wide gap between what 
was prescribed and what was available, made the 
Commission embark oji an extensive exercise on 
nutrition. Experts including Dr. U. N. Patwardhan, 
Director, Nutrition Research Laboratories Hydera
bad and Dr. B. C. Guha, Head of the Department 
of Applied Chemistry, University College of Science 
and Technology, Calcutta and emient physicians Dr. 
B. C. Roy, Chief Minister of West Bengal and Dr. 
Jivraj N. Mehta, Finance, Minister Bombay14 were 
consulted. The Commission was informed that 
the Nutrition Advisory Committee of the Indian 
Council of Medical Research had recently scaled 
down the calorie requirement for men engaged in 
moderate activity from 3000 to 2800 and had con
sidered 2400 calories as adequate for a man engaged 
in light or sedentary work. The Committee had 
further reduced the protein requirement for an 
everage man from 82 gms to 55 gms. Dr. Mehta 
who submitted a note to the Commission incorpo
rating his views and information gathered during a 
recent visit to Japan, said, that while an industrial 
worker in the cool climate of that country could 
manage with 2200 calories, for a sedentary or light 
worker in India, 2100 to 2200 calories should be 
adequate. Dr. Patwqrdhan was in agreement with 
this view.

2.9. The Pay Commission then attempted to wori 
out a diet for an adult engaged in moderate activity 
In its final shape, it was as follows:

Cereal ..................................... 15 ounce?
Pulses . . .  3 ,,

V e g e t a b l e s .....................................  6 ,,

M i l k .............................................. 4

These are in Health Bulletin No. 23 entitled “The Nutritive Value of Indian 
Satisfactory Diets”  published by the Nutrition Research Laboratories.

14. Dr. Mehta was earlier Director General of Health Services, Government of Tndia. 
Minister of Gujarat.

Foods and the Planning oi 

He later became the Chief
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Sugar and 1 ounces

Vegetable oil and ghee . . .  1 „

G r o u n d n u t .....................................  1 »

The calorie value of this diet was a little over 
2600 and at prices prevailing in Delhi in December 
1958, its cost, including a small allowance on con
diments, worked out at 56 paise or Rs. 52 per 
month for a family of three consumption units. To 
this the Commission proceeded to add requirements 
bn clothing, housing and other items prescribed by 
the Fifteenth Indian Labour Conference. The figure 
worked out to Rs. 82.50 at December 1958 prices 
with the consumer price index at 119 (1949— 100). 
The corresponding figure at the index level of 100 
would be Rs. 69.33. The minimum wage of Rs. 
55 for unskilled labour in the Central Government 
fixed in 1947, had become Rs. 75 per month by 
1958, taking into account inflation adjustment as 
per the First Pay Commissions formula. Represen
tations to the Second Pay Commision sought to 
establish that under this formula which meant an in
crease of Rs. 5 for a 20 point rise on the 1939 in
dex, full neutralisation did not take place. The 
Commission made its own estimates and found that 
full neutralisation of the price rise would raise the 
minimum wage to Rs. 80 per month. That was 
the level which the Commission ultimately recom
mended as the minimum wage for unskilled labour 
at the point of entry under the Central Government. 
The Commission makes it a point to refer that this 
minimum wage is not static. It is part of an in
cremental scale. This is an important point of 
difference between minimum wages in Government 
and minimum wages arrived at under the Act of 
1948. The latter generally do not form part of 
an incremental scale. Unskilled labour in govern
ment like its skilled counterpart is eligible for a 
number of other monetary and non-monetary bene
fits. These include medical cover, leave travel con
cessions, children’s education allowance, gratuity and 
pension. In recent years workers in government 
have been paid bonus on an adhoc basis. All these 
make a lot of difference and are relevant when we 
compare wage systems. But they are not relevant 
to a discussion on minimum wages.

2.10. In the course of this exercise we have es
tablished some basic principles relating to minimum 
wages. The first is that the minimum wage for un
skilled labour is not the pauper level wage or the 
poverty level wage. It is also not the prevailing 
wage for unskilled labour if that wage is below the 
subsistence level. These principles are universal 
and were accepted and acted upon by the First Pay 
Commission of the Governmdent of India in 1947 
in determining the minimum wage of unskilled 
labour in Government employment. The Second 
Pay Commission made further additions to the con
cept of minimum wage by importing the element of 
nutritional needs. Whether the Commission was 
justified in deviating from the diet prescribed by Dr. 
Aykroyd for practical reasons of non-availability is 
a separate matter. The Commission, by taking in

to account the levels of production and the popula
tion, established that the quantities of milk and eggB 
in the diet by Dr. Aykroyd would not become avail
able to people in the foreseable future. It there
fore resorted to the process of substitution of com
ponents in the diet keeping the total calorie value 
the same. In fact, the calorie value at 2600 in the 
suggested diet was substantially above the minimum 
of 2200 calories suggested by Mehta and Patwar- 
dhan. Adding to these, expenditure on accounting 
of clothing, housing and other essentials and taking 
into account a family of three consumption units 
for every wage earner, the Commission determined 
the minimum wage requirement for the unskilled 
worker under the Central Government at Rs. 80 at 
the end of December 1958. These exercises by the 
First and Second Pay Commission have given us 
minimum wages for unskilled labour fixed according 
to a rational and scientific basis for the period bet
ween 1947 to 1958. These may be displayed as 
follows:

Table I

Year Average Average Minimum
actual consumer wage
minimum price Index including
wage in- 1949 =  100 DA re-
eluding DA quired for
(First Pay full neu-
Commission) tralisation

(Rs.) (Rs.)

1 2 3 4

1947 55 87 60
1948 55 97 67
1949 65 100 69
1950 65 101 69
1951 68 105 72
1952 70 103 71
1953 70 106 73
1954 70 101 69
1955 70 96 66
1956 70 105 72
1957 75 113 78
1958 75 116 80

Under column 2 is the actual minimum wage 
paid to unskilled labour under the Central Govern
ment according to the decision on the recommenda
tion of the First Pay Commission Column 4 shows 
what the minimum wage would be under a full cost 
of living neutralisation system. In fact, Rs. 80 at 
the bottom of column 4 at 1958 prices was the mi
nimum wage recommended by the Second Pay Com
mission. Table I is of great importance because it 
delates to the period when minimum wages under 
the Act of 1948 were fixed by the Government of 
India and by State Governments for various sche
duled employments in different parts of the country.

2.11. The object in this chapter has been to ana
lyse the attempts at quantification of minimum wage 
for unskilled labour both within and outside govern
ment. Exercises within Government have been de
scribed in detail because for the first time they in
volve efforts to link nutritional requirements on a 
realistic plane with minimum wages.



CHAPTER IH
DETERMINATION OF MINIMUM WAGES

3.1. In the preceding chapters we have succeeded
in determining the basic principles which govern 
minimum wages. In a sense, the minimum wage 
is the minimum subsistence wage. It must be suffi
cient to meet the subsistence requirements of the 
worker and his family of three consumption units. 
We realise that in our efforts so far we have resort
ed to the socio-economic interpretation of the mini
mum wage. The Minimum Wages Act, 1948, 
does not go into details of quantification of the mini
mum wage. In fact it does not contain 
any indications in this direction. A similar 
void exists in the ILO instruments which 
we have discussed earlier. None of them help 
us in quantifying the minimum wage. 
Although, our quantity conception on socio-econo
mic lines has been derived from pratices followed 
by government instituted committees and commis
sions, it does not necessarily follow that a minimum 
wage formulated on the basis of minimum subsisten
ce requirements would be legally acceptable. In 
atmosphere of opposing socio-economic groups it is 
likely that a concept of a minimum subsistence wage 
based on socio-economic criteria would be challeng
ed in the courts. The legal cover to the
concept of minimum subsistence wage in the
absence of an appropriate provision in the 
law, has to come from judicial pronouncements. 
We are aware that the legal aspects of the minimum 
wage is the subject matter of another group. How
ever, in the course of our task it is necessary for us 
to ensure that the concept of a minimum wage which 
we have formulated and are advocating for accep
tance, is legally unchallengeable. In succeeding para
graphs we would show that the concept of the mi
nimum wage arrived through the application of the 
minimum subsistence requirements of life is a legal 
right of the worker. We shall briefly cite the rele
vant decisions of the Supreme Court of India. In 
this, we have selected the most important pronoun
cements taking into account the vital issues which 
have figured from time to time and been made the 
subject of controversy bv litigating parties.

3.2. The first among the most important cases is 
Bijay Cotton Mills vs. the State of Ajmer1. In this 
case, the Chief Commissioner, Ajmer, under the pro
visions of the Minimum Wages Act, 1948, determin
ed the minimum wages for workers in the cotton 
textile industry as Rs. 56 per month. The decision 
of 7th October, 1952 was challenged before the 
Supreme Court of India. The vires of the Mini
mum Wages Act was questioned with reference to 
Article 19(1)(g) of the Constitution of India. It 
was argued that the Act placed unreasonable 
restrictions on the rights of the employer by pre
venting him from carrying on trade and business un
less he paid minimum wages. The fundamental

rights of the workers were also restricted in that 
they were prevented from offering themselves to 
work at wages below those determined under the 
Mmimum Wages Act. The Court held that securing 
a minimum wage to ensure not only bare physical 
subsistence but also the maintenance of health and 
decency is conducive to the general interest of the 
public. it labour was to be secured the minimum 
wage and protected from exploitation by employers, 
it was necessary that the restrictions must be im
posed on their freedom to contract. Such restric
tions cannot in any sense be said to be unreasona
ble.

3.3. This case is important from our point of 
view because in an under-developed economy a large 
number of workers are likely to offer themselves for 
employment below subsistence wages. The pro
nouncement of the Supreme Court declares that con
tract for employment at wages below the mmimum 
subsistence level is unlawful. The pronouncement 
is also important because a minimum subsistence 
wage of Rs. 56 determined on 7th October, 1952 
was found acceptable as such to the Court.

3.4 The principle of capacity to pay has often 
been cited in support of payment of poverty or 
pauper level wages in the country. The argument, 
surprisingly, is heard even in government sponsored 
seminars and discussions. What is more surprising 
is that often, the argument emanates from Govern
ment spokesmen. Obviously such a situation is 
arrived in the absence of knowledge and compre
hension of the legal position on the capacity to pay 
the minimum wage. The earliest and also the most 
important decision of the Supreme Court on this 
issue is in Crown Aluminium Works vs. their Work
men.2 On the specific issue of capacity to 
pay minimum wages, the Court said “there
is however one principle which admits of 
no exceptions. No industry has a right to
exist unless it is able to pay its workmen at least a 
bare minimum wage. It is quite likely that in the 
undeveloped countries with unemployment problems 
on a very large scale, unorganised labour may be 
available on starvation wages. If an employer can
not maintain his enterprise without cutting down the 
wages of his employees below the bare subsistence 
or minimum wage, he would have no right to con
tinue his enterprise on such terms”.

3.5. Surprisingly, in India, unlike as in other cou
ntries, despite conclusive pronouncements, the same 
issue continues to be agitated before the Court in 
some form or other. The principle of capacity to 
pay the minimum wage figured before the Supreme 
Court again in Kamani Metals and Alloys vs. the 
Workermen.3 The Court in its judgement elabo-

1. AIR 1955, SC, 33
2. AIR 1958, SC ,, 30
a. AIR 1967, SC 1175
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rated the principle further as follows: "the first
principle is that a minimum wage which, in any 
event, must be paid, irrespective of the extent of 
profits, tlie financial condition of the enterprise, or 
the availability of the workmen at lower wage. The 
minimum wage is independent of the kind of indus
try and applies to all alike big or small. It sets 
the lowest limit below which the wage cannot be 
allowed to sink in all humanity”. The principle 
enunciated in this judgement, apart from the capa
city to pay, is also vital to our exercise. The basic 
characteristics as well as the objectives of the mi- 
nimum wage have been conclusively decided by 
the Court. The minimum wage sets the lowest 
limit below which wages cannot be allowed to fall. 
The minimum wage is independent of the kind of 
industry. It applies to all employments big and 
small, alike. These pronouncements, apart from 
clearing the mist which often envelopes thinking on 
the issue of minimum wages, also sets the funda
mental principles which the authorities must follow 
in the determination and administration of mini
mum wages.

3.6. For reasons already stated, we do not wish 
to convert our exercise into one of legal aspects of 
minimum wages. However, before we revert to 
pursue our substantive task, we would cite the de
cision of the Court in People’s Union for Democra
tic Rights vs. Union of India.4 The Court said 
that employment at wages below the minimum wage 
is forced labour and attracts Article 23. This was 
in connection with construction labour engaged in 
the Asiad 1982.

3.7. With the kind of socio-economic and legal 
infrastructure available, one would expect the quan
tification and determination of minimum wages by 
the various authorities in the country to be on a 
sound footing. In the course of our enquiry the Go
vernment of India and the State Governments were 
addressed through a questionnaire which, among 
other things, sought to know the basis for determi
nation of minimum wages. The Government of 
India found itself unable to explain the basis for 
the minimum wage determined by them for employ
ments falling within their purview. _ Currently the 
minimum wage, notified by the Ministry of Labour, 
Government of India for ’ unskilled employments is 
Rs. 15 per day. Asked to explain this amount, the 
Ministry referred itself to the Labour Bureau which 
is an attached office under the Ministry. No fur
ther communication on the subject has been issued 
from the Ministry. The Labour Bureau to state the 
truth, does not determine wages. Compare this situa
tion to the expertise available in the same Ministry 
on the subject of wages in 1948 when Sri Subra- 
manian, Joint Secretary, chaired the Committee on 
Fair Wages and in 1957 when the Ministry, under 
Sri Gulzarilal Nanda, enunciated the need based mi
nimum wage concept in the Fifteenth Indian Labour 
Conference. Notwithstanding the absence of any 
rational basis, the Ministry has been advocating the 
adoption of Rs. 15 as the minimum wage by the 
rest of the country.

3.8. The response to our questions from the 
other authorities under the Minimum Wages Act will 
be described in these paragraphs. The State of 
(Punjab which has the highest per capita national 
income and also one of tne highest minimum wages 
for unskilled labour, stated unequivocally, that the 
wage is decided on political considerations. Tamil 
Nadu replied that while fixing minimum wages, con
sideration is given to the prevailing wage rate in 
that employment and in other similar employments, 
the nature of work, the position of the organisation 
etc., apart from the cost of living index. The Go
vernment ol Maharashtra in its replies to the ques
tion on the determination of the minimum wage, 
describes tiie methodology prescribed in the Act. In 
addition, the note sent by that Government refers 
to the recommendations of the Fifteenth Indian 
Labour Conference, the recommendations of the 
Labour Ministers Conference in July, 1980 and to 
Convention No. 131 of the ILO. There is how
ever no exact explanation as to how the minimum 
wage for unskilled labour in Maharashtra is deter
mined. The Government of Karnataka in its re
plies states that the basic needs of an individual 
workman ic taken into consideration i.e.
Food 

Clothing 

House Rent 

Miscellaneous

2700 Calories per day 

18 yards per year 

10% of items 1 and 2 

20% of items 1, 2 and 3.

The Government of Bihar in its reply to the question 
states that generally the following principles are kept 
in view by the minimum wages fixation committees 
while advising fixation or revision of minimum wag
es. (1) Prevailing wage rate and other conditions of 
service; (2) Increase in the cost of living index since 
the last fixation; (3) Minimum rate of wage fixed in 
other States for such employments; (4) The minimum 
rate of wages fixed for similar categories of employ
ees in other employments.

3.9. We do not wish to reproduce the replies re
ceived from some other state governments as that 
would amount to mere repetition. What we have 
reproduced above constitutes an accurate description 
of the position prevailing in the Central Government 
and in the States. In fact, in some States the posi
tion could be more confusing. It becomes clear from 
what has been stated above that the Government of 
.India and the State Governments who must deter
mine minimum wages under the Act of 1948, are not 
clear in their own minds on what it is that they must 
do. It is not surprising in these circumstances that 
we have in this country, minimum wages for unskill
ed labour in agriculture for example, Banging from 
Rs. 11 per day in Andhra Pradesh (9.2.87), Madhya 
Pradesh (26-6.87), Rajasthan (1.3.87), and Goa 
(1.7.87), Rs. 12 in Gujarat (4.2.86), Bihar 
(16.10.86) and Karnataka. Rs. 25 in Assam 
(1-7.89) to Rs. 35 in Haryana and Punjab (11.90).

4. AIR 1982 SC 1473.
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Figures within brackets indicate the dates on which 
the rates became effective. The wide differences in 
the minimum wages for unskilled labour in the States 
as well as the wage determined by the Central Gov
ernment is the direct consequence of the lack of 
comprehension of the concept of the minimum wage.

3.10. In our exercise in Chapters I and II and para
graphs 1 to 6 of Chapter III, we have identified and 
defined the basic factors which must decide the 
minimum wage. These are; (a) the cost of living re
lating to the minimum subsistence level for the work
er and his family of three consumption units and (2) 
that the minimum wage will be the same for all em
ployments. Application of these principles would 
naturally bring about uniformity in the minimum 
wages through out the country iirespective of the 
authorities notifying the wage. Differences in the 
wages arrived at on the basis of cost of living would 
be accounted for only by the differences in compara
tive cost of living between various regions in the 
country. The approach will admit for minor varia
tions- Certainly, the minimum wage in the country 
cannot vary from Rs. 11 to Rs. 35 at the same point 
of time. If Rs. 11 prevailing in some of the States 
is really the minimum wage, then, Rs. 35 determined 
in some other States cannot be the minimum wage. 
If Rs. 35 is the minimum wage then any wage well 
below that level, including the Rs. 11 in some States, 
cannot be the minimum wage. It is a poverty level 
or pauper level wage. We have described the above 
picture in derail to demonstrate the absence of a ra
tional approach in the determination of the mini
mum wage among governments in the country.

3-11. No doubt the situation requires to be reme
died. The remedy will be prescribed later in this 
chapter. Meanwhile we shall examine another aspect 
in the determination of the minimum wage which 
gives rise to serious deficiency. The minimum wage 
is to be determined in such a manner that it is mini
mum subsistence level wage. It follows that the 
minimum subsistence level wage must be protected 
from effects of inflation. If this is not done, then 
the minimum wage will faff below subsistence level. 
It will become the pauper level wage or the starva
tion level wage. In any case a wage below' the mini
mum subsistence level cannot be a minimum wage. 
In the seventies and in the eighties, inflation has 
averaged at about nine per cent per year. There are 
two ways of protectinfr the minimum wage from infla
tion. The first is to revise the minimum wage at 
frequent intervals. The second is to link the cost of 
living element to the minimum wage. This is 
also called linking of dearness allowance. 
As the minimum wage is subsistence wage and 
as the minimum subsistence level is to be 
maintained, the cost of living must be fully 
neutralised through the mechanism of the dearness 
allowance. The Ministry of Labour, Government 

of India, did not have any dearness allowance ele
ment finked to its minimum wage until recently. 
During 1990 it was decided that neutralisation in the 
form of dearness allowance would be announced

every six months. As far as the states are concern
ed, the practices are different. In Andhra Pradesh, 
Himachal Pradesh, Meghalaya, Orissa and Rajas
than, there is no linkage of dearness allowance of 
any kind with the minimum wages. In Assam, Gu
jarat, Karnataka and Kerala there is dearness allow
ance with the minimum wage for iron-agricultural 
employments. In Maharashtra, Tamil Nadu and 
Uttar Pradesh there is dearness allowance in some 
employments like construction. However, for the 
bulk of employments like agriculture, saw-milling, 
cashew processing etc., there is no dearness allow
ance linkage with the minimum wage. The practice 
is similar in Tamil Nadu and Uttar Pradesh. In tire 
States of Haryana, Punjab and West Bengal and in 
the Union Territory of Delhi all minimum wages are 
linked to dearness allowance. Delhi, which earlier 
had what is called the all inclusive system, switched 
over to the minimum wage linked to dearness allow
ance, in 1989.

3.12. As we have stated, consequences of not link
ing the wage to cost of living can be minimised only 
if wages are revised frequently. However, frequeot 
revision is not the practice in almost all States which 
follow the all inclusive system. These states do not 
follow the recommendations of the Labour Minister’s 
Conference which wanted a revision every time the 
Consumer Price Index (1960 100) rose by 50 
points. In fact, there are States which have failed to 
revise the minimum wages particularly in agricul
ture, even in five years. As a consequence, the 
Minimum Wages Act had to be amended to retain 
the legal validity of the wage determined, beyond 
the period of five years. The consequences of 
the absence of linkage of the minimum wage to 
dearness allowance can be described through the fol
lowing table which illustrates the position in Tamil 
Nadu.

YeaT o f  f ix a tio n
Wage

(Rs.)
Consumer 
Price Index 
number 

(1960-100)

1959 0- 87 95
1973 3 00 224
1976 3- 50 289
1979 5' 00 352
1983 10.00 575
1989 14.00 848

The consumer price index number in column 3, is 
for industrial workers and is the yearly average for 
the centres in the State. No harm is done to our 
thesis as the indices for agricultural workers and 
for industrial workers have been moving together 
at similar rates. The point to demonstrate is the ero
sion in the real wage which occurs between two 
fixations. In 1983 when the wage was Rs. IQ per 
day for the unskilled agricultural workers, the index 
was 575. Becaire there was no inflation adjustment,
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the wage remain at Rs. 10 until April, 1989 when it 
was raised to Rs. 14. The index meanwhile rose to 
848, an increase of 47.5 per cent. What was Rs. 10 
in 1983 was in real terms, only Rs. 5.25 on the eve 
of the revision in 1989. In this case, the new wage 
of Rs. 14 does not restore the real wage even to the 
1983 level. Imagine the actual position when, in 
tune with practice, the wage is revised after five 
years. In fact the last revision appears to have come 
after nearly six years.
3.13. The absence of linkage of the minimum wage 
with the cost of living in most states has lead to se
rious erosion in the wages. In fact, following tbe 
year of revision, the wage becomes a pauper wage 
and violates both the principles of socio-economic 
justice and Article 23 of the Constitution of India. 
There is no reason why the states should not follow 
the practice of neutralising the cost of living through 
linkage of the dearness allowance element. The sys
tem is working satisfactorily in the States of Haryana 
Punjab and West Bengal. In certain States we have 
observed that neutralisation of cost of living exists 
for employments other than agriculture. This 
amounts to gross discrimination against agricultural 
labourers who constitute the bulk of the wage labour 
force.

3-14. We have observed that a number of States 
where the practice of neutralising the cost of living 
is followed, use the Consumer Price Index for Indus
trial Workers for wages relating to agricultural 
labour and other rural employments. The justifica
tion advanced by the authorities for doing so is that 
the Consumer Price Index for agricultural labourers 
is not available in time. It is received by the autho
rities about two months after, they receive the Con
sumer Price Index for industrial workers. The 1960 
base Consumer Price Index for indusrial workers and 
the 1960-61 base Consumer Price Index for agricul
tural workers have been moving together at more or 
less the siame pace. As a result, the workers have 
not suffered any loss in real terms through the lin
kage with the Consumer Price Index for indusrial 
workers. Nevertheless, as far as rural employments, 
are concerned, it would be advisable to follow the in
dex for agricultural workers. The average for the 
centres in the State could be used' for the purpose of 
neutralisation. The price relatives and other data 
for the compilation of index for agricultural workers 
is collected by the Central Statistical Organisation 
who furnish the material to the Labour Bureau for 
publication. It should be possible with some effort 
to publish the index for agricultural workers about 
the same time as the index for Industrial workers.

3.15- We now come to what we copsider to be the 
most important as well as the most difficult part of 
our task. We must prescribe a rational scientific 
basis as well as a method for quantifying the mini
mum wage. The principles governing the quantifica
tion of a minimum wage both socio-economic and 
legal have been laid down clearly in the preceding 
chapters. The minimum wage is a minimum subsis

tence wage. For socio-economic reasons, the work
er cannot be paid below that wage. If he is paid 
below the minimum wage his efficiency will suffer 
and therefore productivity will decline. Legally, the 
pronouncements of the Supreme Court m a series of 
cases mating to the minimum wages are vety clear. 
The minimum wage is a minimum subsistence wage 
for the worker and his family of three consumption 
units. It is illegal for the employer to pay his work
ers below the minimum wage even if the workers 
offer themselves to be employed at below the mini
mum wage. Also, the minimum wage being the sub 
sistence wage, it cannot differ from employment to 
employment and from employer to employer. The 
differences in the minimum wage at a given point of 
time can be accounted for only by differences in the 
cost of living.

3.16. It is clear from the above that it is the cost 
of living at the subsistence level for the worker and 
his family of three consumption units which must 
determine the minimum wage. We therefore move 
on to the matter of determination of the minimum 
subsistence requirement. For this, the most scien
tific and reliable exercise in recent times is the one 
cpnducted by the Working Group under Planning 
Commission to determine the poverty line. The first 
time that such a Group was constituted was in 1962. 
The Working Group took into account the recom
mendations of the Nutrition Advisory Committee of 
the ICMR in 1958, regarding a balanoed diet and! 
minimum calories needs and came to the conclusion 
that a minimum consumption expenditure of Rs. 100 
at 1960-61 prices would be needed by a family of 
five persons. For Urban areas, because of a higher 
cost of living the Group suggested a per capita con
sumption expenditure of Rs. 25. With refinements, 
this continues to be the basic approach to the con
cept of poverty line. In 1977, the Planning Com
mission constituted a Task Force on Projection of 
Minimum Needs iand Effective Consumption De
mand, to recommend a poverty line for use ip the 
Sixth Plan. The Task Force relied on the calorie 

norms determined by the ICMR in 1968 which were 
2400 for rural area? and 2100 for urban areas. The 
next step was to estimate the corresponding expen
diture per capita in rural and in urban areas. For 
this purpose, the private consumption expenditure 
data in the 28th round (1973-74) of the National 
Sample Survey was utilised. The expenditure work
ed out to Rs. 49.09 per capita per month in the ru
ral areas and Rs- 56.64 in the urban areas at 1973-74 
prices. The estimated poverty line assumes that a 
person having this amount, would distribute his ex
penses between food and non-food items, in such a 
way that the calorie content of his food satisfies the 
calorie norms. The exercise was repeated in 1981 
and the Study Group on the basis of dietary intake 
recommended by the ICMR and the per capita con
sumption expenditure data obtained from the Na
tional Sample Survey, determined the calorie require
ment for rural areas to be 2400 and for urban area



2100. An important recommendation of this Group 
is the application of the consumer price index in 
place of the whole sale price index as the deflator.

3.17. Our concern in this exercise is mainly with 
wages in rural employments. The per capita expen
diture worked out for the rural areas on the basis of 
2400 calorie norm per month was Rs. 49.09 
in 1973. The consumer price Index (1960 base) 
at that time was 236. When this index is 
850 (1960 base) the per capita consumption 
expenditure, applying the inflation would be 
about Rs. 177. For three consumption units
the requirement would be Rs. 531. There is 
scope for difference of opinion whether the calorie 
requirement for two children would be the same as 
that for one adult. It is likely that the requirement 
would be slightly higher. This point can be deter
mined conclusively by nutrition experts. We de
monstrate that by following the minimum consump
tion expenditure criteria in relation to subsistence re
quirement, it is practical to determine the minimum 
wage on scientific lines both for rural and urban em
ployments. This will not only meet the socio-econo
mic requirements but also the legal requirements. 
The wage will have to be adjusted at regular inter
vals to account for inflation. This will also meet the 
demands of various organisations from the trade uni
ons for a national minimum wage. We do not subs
cribe to that terminology, but for all practical pur
poses, what we have recommended takes into account 
the minimum subsistence needs of the worker and 
has family at a point of time at anv place in the 
countrv. This will also dispose of the complaint 
from the Government of Kerffa that its neighbour1 
States keep the minimum wage low as a result of 
which industry has been moving from Keiala into 
those States. Minimum Wages are usually fixed on 
day basis. To arrive at the minimum wage, we must 
divide Rs. 531 by the number of days for which Ihe 
worker is required to work in a month which is 26. 
That will give us the amount of Rs 20 50 as the mi
nimum subsistence level wage, in the country with 
the consumer price index 1960 = 100 at 850 points 
or 1982=100 at 200 points approximately.

3.18. In our questionnaire, we had asked the 
States if they took the per capita gross national pro
duct for the State into account while determining the 
minimum wage. Replies revealed that the States did 
not perceive any relation between the two. Avail
able data shows that Punjab and Haryana with the 
highest per capita income, also have the highest mi
nimum wages. On the other hand, Assam and 
Orissa which are low on per Capita income, have a 
minimum wage of Rs. 25 which is on the higher side. 
Goa which has one of the highest incomes per capita 
has a minimum wage of Rs. 12.

3.19 Another aspect in the determination of mi
nimum wages bv State Governments deserves seri
ous attention. This is the substantial differences in 
the minimum wage between different employments at 
the same place. In Maharashtra, for example, the 
comparative minimum wages in two employments are 
as given below:

Zone Construction Agriculture
(Rs.) (Rs)

I 36 20

n 33 16*

m . 31 14

TV . 16 12

This is the position as on 1st July 1990. During 
discussions it was explained that the wages in cons
truction were decided bv the advisory committee re
presenting employer and worker interests. The in
dustry has the caoacitv to pav and so it agrees to pay 
a higher wage. On the other hand the employer 
lobby in agriculture in Maharashtra is too powerful 
compared to the agriculture workers. As a result 
the Advisorv Committee sees to it that the wages are 
kept low. The State remains a mute witness and 
merely notifies the wage recommended by the Advi
sorv Committees. In the result a fair wage is noti
fied under the minimum wage law in construction 
and a poverty wage is notified under the same law in 
agriculture.



CHAPTER IV
ADMINISTRATION OF MINIMUM WAGES

4.1 The first thing one learns is that the adminis
tration is not organised on the urban-rural divide. 
The commencing sentence in the note from the Gov
ernment of Maharashtra makes it clear. The pri
mary function of the Commissioner of Labour, says 
the note, is to maintain harmony between the em
ployer and labour. The reference is to the adminis
tration of the provisions in the Industrial Disputes 
Act which may be said to be both the heart and the 
soul of labour administration in India. The divide, 
therefore, is not between the rural and the urban but 
between employments which fall within the ambit of 
the I Industrial Disputes Act and those which fall 
outside. In the latter, are all employments which fall 
under agriculture. Viewed from this angle, the ad
ministration of minimum wages in the country falls 
under the following broad categories.

(a) A unified cadre of officials arranged hierarchi
cally, headed by the Labour Commissioner. Members 
of the common cadre are assigned functions in labour 
administration like conciliation of industrial disputes, 
implementation of laws on payment of wages, mini
mum wages, gratuity, equal remuneration, child la
bour officials may be authorised to act exclusively 
under one legislation like the minimum wages law, 
their functions are subject to change in the course 
of administrative requirements. AH States in the 
country except Gujarat and Bihar fall within this 
category. Tamil Nadu falls into a separate slot as 
far as administration of minimum wages in agricul
ture is concerned.

(b) A separate cadre of officials headed by a Com
missioner for Rural Labour operates in Gujarat. 
The words ‘rural labour’ are misnomer. The duties 
of the organisation extend only to agiiculture labour. 
The Commissioner reports to the Labour Secretary. 
At the lowest level of 'the cadre are the Assistant 
Government Labour Officers. They belong to this 
cadre exclusively and will remain so through out 
their service life. At the higher levels, the supervi
sory officers and deputationists from the general la
bour cadre.

(c) A second variation is found in Bihar. Here, 
there is a separate machinery to administer wages 
in agriculture. This machinery is headed by a Direc
tor who, in fact, is a Joint Labour Commissioner 
under the Labour Commissioner. At the lowest le
vel of the organisation are the Labour Inspectors. 
Bihar has 590 Development Blocks There is one 
Inspector in every Block. Sensitive Blocks have 
more than one Inspector. The cadre has a total of 
641 Inspectors. They will remain in this organisa
tion exclusively for their service lives.

(d) Tamil Nadu is in a category of its own. Here the 
minimum wages in agriculture, as in other employ
ments, are determined by the Labour Department. 
However, the administration of minimum wages in 
agriculture is done by the Tehsildars who have been 
appointed Inspectors under the Minimum Wages Act. 
Tehsildars are officers under the Revenue Depart
ment. Administration of minimum wages in all 
other employments is performed by officers of the 
Labour Department.

4.2. We will now examine the performance of the 
machinery under the different systems. There is 
hardly any minimum wage administration in rural 
employments, outside employments in agriculture. 
Where special machinery exists, it almost exclusive
ly caters to employments in agriculture. As far as 
other rural employments are concerned, matters re
lating to wages attract the application of the Indus- 
rial Disputes Act. The general labour machinery 
which deals with the application of the Industrial 
Disputes Act also deals with wages in rural industries 
covered by the Act. The actual performance in this 
area however appears to be extremely meagre and 
none of the States which responded to our question
naire have been able to show any evidence of per
formance, discussions with worker leaders in the 
field in various States as well as studies carried out. 
from time to time show, that except during the busv 
agricultural season wh-m the actual wage equals 
and at times exceeds the minimum wage, at all other 
times, the actual wage is below the minimum wage. 
The reason given fov the authority is inadequate ad
ministrative marhinerv to administer the mini
mum wage. This reason is reneated in every 
annual meeting of the State Labour Ministers 
concerned in the Ministry of Labour. The Stat
es went to augment their implementation machi
nery through centrally soonsored programmes 
in their five vear plans. Give us more men and 
more money to nav the men. is the constant de
mand from the State Governments- In the con
text of this demand, we must see how the S tat
es which have a special machinery for adminis
tering minimum wages in agriculture are per
forming.

4.3. The working of the rural labour adminis
tration in Gujarat has been the subject of a 
special study. The administration is headed by 
a Commissioner who reports to the Labour Sec
retary of the State. Although called the rural 
labour commissioner ate, it operates exclusively 
for agriculture labour which, in effect, is for 
minimum wages. The Assistant Government 
Labour Officers are the field level functionaries.
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They belong to an exclusive cadre- They are 
inspectors under the minimum wages law. With 
this kind of an exclusive arrangement and w nh 
a superior infrastructure and resource back-up, 
one would have substantial expectations from 
this cadre. iihe study however, brings out the 
fact that the organisation has not been effective. 
The officials are not adequately informed on 
their subject. They are not sufficiently moti
vated. The quality of the inspections is poor. 
In its totality also, the organisation has not done 
•well- There does not seem to be adequate un
derstanding of and identification with the ob
jectives of the organisation. In the four years 
ending in 1988, the performance has been parti
cularly poor, m some respects, declined. The 
number of inspections and consequent detection 
of violatiens and defaults are expected to go up 
following the revision of the minimum wage, 
in  G ujarat the experience following the 198b 
wage revision is in the reverse. The morale of 
the inspecting officers is low. There are also 
problems of logistics. Interaction with some of 
these inspectors a t training sessions at the Na
tional Labour Institute showed that the offic
ers are an uphappy lot and worried about their 
career prospects. They compare themselves un
favourably with their counterparts in the gene
ra l cadre of labour administration. While a se
parate cadre for agriculture labour administra
tion has advantages, at the same time one 
should not be blind to the hard facts of social 
realities. The State is fortunate to have the 
Gandhi Labour Institute which is adequately 
equipped to fully meet the training require
ments of the cadre of rural labour inspectors. It 
should be possible to design and execute an ap
propriate training programme with better know
ledge, skills and motivational inputs.
4.4- Bihar differs from the G ujarat pattern to 
the extent that the rural organisation is under 
the Labour Commissioner. The Labour Inspec
tors for agriculture labour form a separate cadre- 
They are graduates recruited through the State 
Subordinate Services Selection Commission.1 
Bihar has 641 inspectors for agriculture wages. 
They have not received any training, institution
al or inservice. In effect they are an army of 
unskilled labour. The quality of their inspec
tions is very poor. There is no inspection ma
nual. They are under the administrative con
trol of the Tehsildar. Possibly this is a legacy 
of 1975 when minimum wages became one of 
the points in the twenty point programme. 
There are no skill or supervisory inputs from 
the Tehsildar. The labour inspectors resent the 
Tehsildars control. The Tehsildar is also seen 
to be pro-landlords- This conflicts with the role 
of the labour inspector. To get over these pro
blems we suggest that the labour inspectors re
port to the District Labour Superintendent. In 
turn, h0 must report to the Collector. The 
Tehsildar in between is more an impediment

than a help. There is the usual problem of lo- 
gisucs. The inspectors have no transport. This 
deprives them of access to the target group- 
they have been seeking Government loans to buy 
two-wheelers. It should be possible for the State 
Government to meet this demand in phases. The 
main problem is the absolute lack of training, skills 
and motivation. As usual the rural inspector is 
envious of this counter-part in the general cadre. He 
considers himself a second grade inspector.

4.5 For many reasons the Bihar model is of great 
interest. It has an exclusive cadre of inspectors for 
agricultural labour. As far as absolute numbers in 
men :s concerned, it is a dream come true. What 
other States keep begging the centre year after year, 
Bihar has already achieved. It has a mini-army of 
641 inspectors exclusively for agriculture labour. 
The performance however is disproportionately 
meagre. The vast machine has not made any im
pact on the subject. Bihar has its special problems 
of inter-caste conflict which is intimately tied up with 
agriculture land. But that alone does not explain the 
absence of impact. The lack of training, skills and 
motivat;on has already been observed and commen
ted upon. In Bihar we had long discussions on this 
probiem with the Government, representatives of 
workers organisations and with a cross-section of 
inspectors. One of the reasons for lack of effective
ness is the manner in which the manpower is dep
loyed in the field. An unskilled inspector in the 
b'ock, with little knowledge of his objective, confu
sed about his line of control and with no guidance 
from superiors, is a lost case. A different approach 
on scientific lines is obviously necessary. Such an 
approach must have all the attributes necessary foi 
success. We discussed the possibility of formulat
ing a comprehensive strategy. Instead of spreading 
forces thinly on the ground a comprehensive tasl 
force approach must be adopted. Four or five dis
tricts must be selected by the State Government. Ar 
elaborate information package must be worked out 
What is the minimum wage? Why is it necessary' 
What it is meant to achieve? What are it
components? Why must it be paid? Wha
happens if you do not pay the minimun 
wage to your employees? All these must be availabl 
to the people of the district in a clear and precis 
manner. The information must be communicate 
through the electronic as well as the print media an 
through other means. Officials accept that whil 
many advertisements from the Stale Governmer 
with photographs of ministers and officials are put 
lished, no publication has been made ever on min 
mum 'wages. All Government, Semi-Goveramer 
non-officials and other agencies must be involve! 
The work of the task force will be coordinated b 
the Collector. A senior officer of the Labour Def 
artment will be its Secretary. The selected force c 
inspectors will be given intensive 'training in skil 
and communication. Specific areas will be earmarl 
ed for each inspector. About five labour office
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will be designated as Claims Officers. The field 
checks will commence after about three months of 
intensive information campaign. In fact, they will 
move in after the district is saturated with informa
tion.

4.6 Worker leaders with whom we have discus
sed this proposal feel that it will succeed. Indeed, 
one of the main drawbacks in the manner of deter
mining the minimum wage is that but for a small 
group of persons, nobody else is aware of it. Cer
tainly not the millions of employers and agricul
tural workers. In these circumstances it is no won
der that Government administration on minimum 
wages has failed in almost all parts of the country. 
The information package which we have discussed 
in paragraph 4.5 is a must for every State iand District. 
As for Bihar, the information saturation described 
above is expected to push up the wage from pauper 
to minimum levels. Balance of action can come 
from the inspectors. The five Claims Authorities in 
the task force will speed up disposal of cases. Autho
rities and workers agree that once the wage is lifted 
to a higher level, it will not come down except in 
the event of a severe natural calamity affecting em
ployment. The task force can be withdrawn gra
dually after re-assessment. Other districts can be 
taken up thereafter. By now the benefit of the spread 
effect of the measure elsewhere would be available.

4.7 Tamilnadu is in a special position. The 
minimum wages for all employments are determined 
by the Labour Department. The administration of 
minimum wages in agriculture is left to the Tehsil- 
dars who have been notified as inspectors under the 
law. The committee of Members of Parliament 
which was headed by Sri Gurudas Dasgupta found 
that the Tehsildars do not have enough time and do 
not have sufficient interest to devote to agriculture 
labour. Our own findings concur with those of 
the Committee. Indeed, the responses from the State 
Government indicate that they hold a similar view 
and are considering alternative arrangements. Pau
city of resources in the form of men, and money is 
said to come in the way.

4.8 We are required to comment on the gieneral 
demand from the States for augmentation of their 
labour administration machinery, particularly for the 
purpose of implementing the minimum wages. The 
complaint from the States is that they do not have 
the money to employ more staff. The general de

mand can besummarised as give us more staff and we 
shall produce results- In actual practice, this can be 
diffrent. We have seen how 641 inspectors in Bihar 
do not make any difference. In 1986, under a spe
cial programme, the resources of some States with 
considerable tribal population weffe specially aug
mented for the purpose of administering minimum 
wages in agriculture. Madhya Pradesh is one State 
where inspectors for minimum wages in agriculture 
were appointed under the Scheme. We watched 
their performance in the Jhabua District. The ins
pectors had not received any training. In fact, even 
their placement in the Jhabua Ddstrfict was faulty. 
Except in a small portion of the district, the concept 
of employer-employee relationship as it is generally 
understood, does not exist. In the circumstances, this 
untrained lot of inspectors had little to do. Even 
where there was work, their performance was mise
rable. In many places in the district we found that 
the labour was unaware of their existence. There 
was nothing unusual in this. In othei States too, 
when we took the inspector with us and asked the 
agriculture labour if they know him, the reply in
variably was that they had not seem him ever. In 

/Jhabua where there is no need to deploy so many 
inspectors, we find that inspectors have been posted 
in large numbers because there is a Government 
Scheme which has sanctioned them foi the tribal 
areas. This is more or less the situation in every 
State to a greater or lesser degree. The force is 
unskilled in every respect. Where it is exclusively 
rural, it is frustrated. Deployment, as we have seen 
in Jhabua is often not rational. The inspectors re
ports are routine. There is no effective supervision. 
The supervisors are themselves untrained and lack 
any perspective. At the State level, the Secretariat 
which deals with the determination of the wage is 
singularly ill-equipped in every conceivable maimer. 
Barring some exceptions, the Labour Secretary and 
his officers in the State Secretariat are strangers toi 
the subject. Frequent unplanned transfers of officers 
achieve this. The determination of minimum wages 
is left to the Labour Commissioner’s Organisation. 
In most states the Commissioners have had short ten
ures. The subordinate officers have very little inte
rest in the subject of minimum wage. They would 
rather work with industry. There is hardly any 
understanding about the concept of minimum wage. 
One State Government replies that the wage is esti
mated to meet the minimum needs of the worker. 
The family units are not taken into consideration. 
Asked about the State per capita gross national pro
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duct, another labour department replies that it is not 
concerned with the subject. The officers, with some 
exceptions, are ignorant of the basics on minimum 
wages. The work is a hush-hush affair and both 
employers and employees are generally ignorant of 
the wage. Smaller industrial etablishments where 
minimum wages apply have perforce to acquaint 
themselves with the subject as the labour adminis
tration occasionally comes across them in connec
tion with laws like the Shops and Establishment Act 
and Payment of Wages. In agriculture where the 
bulk of employment on minimum wages is located, 
ignorance prevails. Briefly the ground situation can 
be described as lack of understanding, absence of 
skills and motivation, inadequate and poor supervi
sion and unimaginative deployment of men. In these 
circumstances to add to the number of men would 
merely amount to adding to the number of semi- 
ignorant as it has happened in Bihar and in the 
Jhabua district of Madhya Pradesh. We have des
cribed the information saturation programme while

discussing Bihar. That programme has to be opefa- 
ted in all States. It will not be expensive. Addi
tionally, the skills all along the line in the labour 
administration have to be up-graded. This can also 
be achieved with a moderate outlay and mostly with 
existing resources. To add the existing pool of igno
rance would be wasteful.

4.9. Should there be a separate cadre for agri
culture and rural labour? We are required to pro
nounce on this issue. We will not be dogmatic. 
We will base our findings on facts. As far as im
pact goes, Maharashtra where the machinery is part 
of the general cadre is no worse than Gujarat which 
has a separate cadre. We found the members ol 
the separate cadres in Bihar and Gujarat a demora- 
listed lot. They envy their brother inspectors in the 
general cadre. While in theory specialisation has its 
advantages, in practical Indian conditions we musl 
take into account the ground realities.



SUMMARY
Definition of minimum wages

1. There is general agreement world-wide that 
wages may be divided into the following cate
gories;
(1) the poverty level wage or1 2 3 4 pauper level 

wage.
(2) the minimum subsistence level wage.
(3) the subsistence plus level or the fair wage.
(4) the comfort level or the living wage.

2. The minimum wage is the minimum subsis
tence level wage. “It must provide not merely 
for the bare subsistence but for the preserva
tion of the efficiency of the worker” (Fair Wages 
Committee).

The Supreme Court on Minimum Wage
3. The first principle is that a minimum wage 

which in any event, must be paid, irrespective! 
of the extent of profits, the financial condition 
of the enterprise, or the availability of workmen 
at lower wage. The minimum wage is indepen
dent of the kind of industry and applies to all 
alike big or small. It sets the lowest limit be
low which the wage cannot be allowed to sink 
in all humanity (Supreme Court ot India in 
Kamani Metal and Alloys and its workmen).

4. Socio-economically and legally the minimum 
wage can be described as follows:

(1) It is the minimum subsistence wage neces
sary for the worker and two adult con
sumption units.

(2) It is that level below which the wage should 
not be allowed to fall.

(3) Minimum wage at any point of time and 
place will be the same for all employ
ments.

(4) Variations in minimum wages between 
places can be accounted for oniy be varia
tions in cost of living.

Qualification of Minimum Wage
5. It is possible to quantify the minimum subsis

tence wage into exact monetary terms. We 
recommend the linking of the minimum calorie 
requirements with the minimum consumption 
expenditure criteria. A, similar approach is 
used by the Planning Commission in determin
ing the poverty line which is based on ICMR 
calorie norms and NSS consumption data.

6. Quantified in these terms, with CFT 
(1960— 100) at 850, the minimum wage for 
rural employments would be Rs. 20.50 and for 
urban employments Rs. 23.95.

Deviations and Distortions

7. In Punjab, Haryana, Assam and Orissa and for 
some employments like construction in Maha- 
lashtra, the minimum wage notified under the 
law is higher than the minimum subsistence 
wage. In all other States the wages are below 
tlie minimum subsistence level. Where the 
wage is above the level, it is fair wage and not 
minimum wage. Capacity to pay becomes im
mediately relevant for the fair wages. Where 
it is below subsistence level, which is for the 
bulk of the work-force in India, it is poverty 
level or pauper level wage and not the mini
mum wage.

Inflation adjustment

8. Is present for all employments in Punjab, Har
yana and West Bengal. In other States it is 
there for some employments but not for agri
culture. Between revision, the wage dips to 
abysmally low levels. Inflation adjustment on 
half year basis must be adopted by all States. 
The CPI for agriculture workers may be fol
lowed for employments in agriculture.

Adminisiration

9. Administration is divided not on urban-rural 
basis. The divide is between employments cov
ered by the Industrial Disputes Act and em
ployments not covered by the Act. In the 
first category are all employments outside agri
culture and in the second are all employments 
in agriculture.

10. There are administrative arrangements exclusive 
to agriculture wages, partly exclusive and gene
ral to all minimum wages. None of the systems 
are markedly superior to others. The officers 
are unskilled or semi-skilled, poorly motivated, 

unclear about objectives, badly deployed and 
poorly supervised. Qualitative improvements 
in skills, motivation, deployment, organisation 
and supervision are suggested. Augmentation 
of numbers at the present stage would amount 
to adding to the pool of unskilled labour and1 
therefore, wasteful.
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General

LI. The Minimum Wages Act in its present form 
prescibes the methodology. It must be amended 
to include the criteria for quantification of mini
mum wages. These are available in Supreme 
Court pronouncements.

12. Only the minimum subsistence wage for un
skilled labour should be determined and noti
fied under the Act.

13. Raising wages to minimum subsistence levels 
will not push up prices of food grains. Punjab 
and Haryana which contribute the bulk of these 
commodities for the public distribution system 
have fixed agriculture wages well above the 
minimum subsistence wage,

14. There is no truth in the argument that tht 
small and marginal farmers will suffer. In ac
tual practice the big farmers who can offer lon| 
term employment for larger number of labou

rers enjoys superior bargaining power. It is th« 
small farmer w<>o has to hunt for labour foi 
off and on jobs, who has to pay a higher wage,

15. The emphasis in ILO Convention 131 on mini- 
mum wages is on negotiated or market wages 
elsewhere. In a situation of surplus labour, this 
is of little practical help. It is suited to circum
stances where a substantial portion of the 
labour is in the organised sector where bargain
ing for wages prevails.

16. Organisation of rural labour in all its forms, in 
India, is marginal and will not make any signifi
cant impact on wage levels.



ANNLXURE

Terms of Reference for the Study Group on ‘‘Wages”

1. Definition of Wages, minimum wages, need
based wages, just wage, fair wage, floor wage 
or reference wage, its early origins in the con
text of national and international background.

2. The necessity and scope of fixing minimum
wage policy, its impact on protection of vuln
erable groups of warkers, particularly rural 

labour in the unorganised sector and income 
distribution effect.

3. To find out the feasibility of divising factors
leading to the determination of minimum wage 
as also to find out the potential of minimum 
wage as a instrument of economic policy at thef 
macro level.

4. Various procedures of fixing minimum wages 
i.e. legislation, executive decision and orders, 
wage boards etc., extent of participation of wor
kers, employers unions etc. in the process of

minimum wage fixing. Factors which influence 
decisions in such a system and difficulties re
garding coordination with national socio
economic policies.

5 To find out difficulties in the process of mini
mum wage fixing with particular refeience to 
workers needs and employer’s ability to pay 
and disposal of complaints regarding denial of 
payments of minimum wages, the role of Wage- 

Boards, legislative and executive machinery 
voluntary agencies etc.

6. To examine the need for revision and adjust
ment of minimum wages with regard to fre
quency and timeliness, consumer prices and 
their relationship with minimum wages.

7. To study the present measures-legal and execu
tive, for ensuring minimum wages, extent of 
compliance, drawbacks of the measures and 
suggest measures for improvement.
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