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ABSTRACT

The enactment of the Code on Wages, 2019 marks a historic milestone in Indian labor jurisprudence. Aimed at
streamlining and modernizing a century-old complex framework of central labor laws, the Code amalgamates four key
pieces of legislation: the Payment of Wages Act, 1936; the Minimum Wages Act, 1948; the Payment of Bonus Act, 1965; and
the Equal Remuneration Act, 1976. This legal research paper analyzes the transition from fragmented, archaic labor
statutes to a unified legislative framework. It evaluates the salient features of the Code, including the expanded definition
of "wages," the universalization of minimum wage protection across all sectors, the concept of a statutory "floor wage,"
and the shifting compliance mechanisms from traditional Inspectorates to an advisory "Inspector-cum-Facilitator"
regime. Furthermore, the paper critical analyzes the operational challenges, potential ambiguities in implementation,
and the socio-economic implications for both formal and informal workforce sectors in India.

INTRODUCTION

India's socio-economic structure has undergone significant
transformation since independence. However, its legal
framework governing labor and employment remained
fragmented across dozens of colonial and post-colonial
statutes. This web of overlapping regulations created
compliance hurdles for businesses while failing to extend
adequate social security and wage protection to the vast
informal sector, which constitutes over 90% of the Indian
workforce.

Recognizing the need for comprehensive reform, the Second
National Commission on Labour (2002) recommended
rationalizing and consolidating central labor laws into
broader codes. Pursuant to these recommendations, the
Ministry of Labour and Employment introduced four labor
codes, the first of which to receive Presidential assent was The
Code onWages, 2019 (enacted on August 8,2019).This paper
examines the historical context, statutory modifications, key
features, and expected impact of this legislative overhaul.

2.The Pre-Code Regime:Details of Historical Laws

Prior to the enactment of the Code on Wages, 2019, wage
regulations in India were governed primarily by four
independent Acts. Each served a specific historical purpose,
yet collectively suffered from disjointed definitions, varying
jurisdictional scopes,and administrative inefficiencies.

2.1The Payment ofWages Act, 1936

Objective: Enacted during the British colonial period to
prevent unauthorized deductions and delays in wage
payments to industrial workers.

Scope & Limitation: Applied only to employees earning
below a designated statutory threshold (most recently
(124,000 per month) and covered specific scheduled
establishments. It lacked universal applicability across all
employment sectors.

The MinimumWages Act, 1948

Objective: Formulated post-independence to prevent the
exploitation of labor by fixing minimum rates of wages in
"scheduled employments."

Scope & Limitation: The concept of scheduled employment
led to extreme fragmentation. Central and State governments
maintained separate lists of scheduled industries, resulting in
thousands of localized minimum wage rates across regions
and skill levels. Unscheduled workers—mostly in the
unorganized sector—remained entirely outside its purview.

The Payment of Bonus Act, 1965
|

Objective: Provided for the payment of an annual bonus to
employees in specified establishments based on profits or
productivity.

Scope & Limitation: Applied only to establishments
employing 20 or more persons and to workers earning up to a
prescribed salary cap, creating arbitrary boundaries for
entitlement.

The Equal Remuneration Act, 1976

Objective: Enacted to fulfill constitutional obligations under
Article 39 (Equal pay for equal work) by prohibiting gender-
based discrimination inrecruitment and wage rates.

Scope & Limitation: While progressive in intent,
enforcement mechanisms were weak, and the statutory
language was restricted to gender binary classifications,
failing to address broader forms of wage discrimination.

Overview of the Code onWages, 2019

The Code on Wages, 2019 subsumes all four statutory
frameworks into a single unified code comprising 69 sections
divided into nine chapters.

Uniform Definition of "Wages" (Section 2(y))

Under earlier laws, each statute contained its own definition of
"wages," leading to extensive litigation and administrative
confusion. The 2019 Code introduces a standardized three-
partdefinition:

1. Inclusions: Basic pay, Dearness Allowance (DA), and
Retaining Allowance.

2. Exclusions: House Rent Allowance (HRA), conveyance
allowance, statutory bonus, overtime allowance, gratuity, and
commissions (capped at 50% of total remuneration).

3. The 50% Rule: If the sum of specified exclusions exceeds
50% of the total remuneration, the excess amount is
automatically added back to "wages." This prevents
employers from structuring salary packages with low basic
pay to reduce contributions toward provident funds and
statutory benefits.

Universalization of Minimum Wages & Concept of "Floor
Wage”

Universal Application: Unlike the 1948 Act, the Code
removes the restrictive requirement of "scheduled
employment," extending minimum wage protection to every
worker across both organized and unorganized sectors.

National FloorWage (Section 9): The Central Government is
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empowered to fix a "Floor Wage" taking into account
minimum living standards across different geographical
regions. State Governments must set their minimum wage
rates at or above this national floor rate.

Prohibition of Gender Discrimination (Section 3)

The Code broadens gender equality provisions by
mandating equal pay for work of same or similar nature
without discrimination on the grounds of gender. The
terminology moves beyond the traditional male/female
binary to embrace gender neutrality.

Timely Payment and Authorized Deductions

+ Wages must be paid via currency notes, coins, bank
transfers, or electronic modes.

* The time limits for payment vary by frequency (daily,
weekly, fortnightly, or monthly). In cases of removal,
dismissal, or resignation, final settlement must be cleared
within two working days.

Re-engineered Compliance: Inspector-cum-Facilitator
(Section51)

The traditional role of the "Labor Inspector" has been
revamped into an "Inspector-cum-Facilitator." Beyond
inspecting facilities, their statutory duty includes advising
and guiding employers on compliance. Web-based,
randomized inspection schemes have been introduced to
curb administrative harassment and corruption.

KeyImprovements and Comparative Analysis

Dimension Pre-2019 Legislative |Code onWages,
Framework 2019
Restricted to scheduled |Universal
Applicability |employments and wage |coverage for all
thresholds employees
Definition of |Multiple, divergent Single,
Wages definitions across 4 standardized
statutes definition with a
50% cap on
exclusions
Minimum Complex, multi-layered |Simplified criteria
Wage system based on based on
Determination |scheduled lists geography, skill
levels, and
National Floor
Wage
Gender Restricted to men and |Gender-neutral
Coverage women under the 1976 |protections
Act covering all
workers
Enforcement |Traditional Inspectorate |Tech-driven
Mechanism system Inspector-cum-
Facilitator model
Penalties & Criminal prosecution as | Graduated
Offences primary recourse penalty structure;
compounding of
offenses

Critical Challenges and Concerns

While the Code onWages is a monumental legislative reform,
several operational challenges remain:

1. Fixation of FloorWage: Determining a uniform or regional
floor wage that balances worker welfare with regional
economic disparities remains complex. An overly low floor
wage risks invalidating the welfare objective, while an
excessively high floor wage could burden small and medium
enterprises (MSMEs).

2. Impact onTake-Home Pay vs. Employer Liabilities: The
50% cap on exclusions standardizes wage structure but may
reduce workers' net take-home pay while increasing
employer contributions toward social security funds.

3. Overlapping Jurisdiction: Labor remains on the
Concurrent List of the Indian Constitution (Entry 22, List III).
Delays by state governments in framing rules have slowed full
implementation across India.

CONCLUSION

The Code on Wages, 2019 ushers in a new era of labor
jurisprudence in India by replacing outdated, fragmented
statutes with a unified, transparent legal structure. By
universalizing minimum wage protections, enforcing gender
equity, and introducing a advisory compliance framework,
the Code strikes a crucial balance between protecting labor
rights and facilitating ease of doing business. Effective
realization of these goals will depend on harmonized rule-
making by central and state authorities, transparent
implementation of the National Floor Wage, and active
engagement with informal sector workers.
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