


• The compliance with the labour law 
legislations in India is a complex and 
cumbersome process and is often regarded 
as a bottleneck in ease of doing business. 
Rationalization and codification of labour laws 
is a longstanding industry demand. The Union 
Government had appointed the Second 
National Commission on Labour Laws, which 
submitted its report in June 2002. The said 
Commission had recommended that the 
existing set of labour laws should be broadly 
divided and grouped into the four groups. 
Acting on the recommendations, the Union 
Government has proposed to enact four 
labour codes, subsuming 29 labour law 
legislations. The Code on Wages, 2019 
(‘Wage Code’) is the first of the lot to get the 
legislative approval and subsequently, the 
assent of the President of India on August 8, 
2019. 



• The Wage Code is to amend and consolidate the laws 
relating to wages, bonus and matters connected 
therewith or incidental thereto. The Wage Code 
subsumes the following four existing labour law 
enactments: 

• The Payment of Wages Act, 1936 (“PWA”); 
• The Minimum Wages Act, 1948 (“MWA”); 
• The Payment of Bonus Act, 1965 (“PBA”); and 

• The Equal Remuneration Act, 1976 (“ERA”). 
• The Ministry of Labour and Employment has on July 7, 

2020 published the draft Code on Wages (Central) Rules 
2020 (Rules). These Rules are expected to replace the 
rules notified under PWA, MWA, ERA, and PBA. The 
Rules prescribes the process and fixation of the 
minimum wages, the process of making payment, 
constitution of the Central Advisory Board for fixing floor 
wage, etc. The provisions of the Wage Code and the 
Rules are now expected to be notified anytime soon. 

• The Wage Code comprises of 69 sections divided into 
nine chapters. 

 



• Coverage: The Code will apply to 
all employees.  The central 
government will make wage-related 
decisions for employments such as 
railways, mines, and oil fields, 
among others.  State governments 
will make decisions for all other 
employments. 
  

• Wages include salary, allowance, or 
any other component expressed in 
monetary terms. This does not 
include bonus payable to employees 
or any travelling allowance, among 
others. 

 



• SALIENT FEATURES: 

• 1. Uniform Applicability:The 
PWA is applicable to employees 
drawing wages equal to or below 
a statutory limit and MWA is 
applicable only to scheduled 
employements. The Wage Code 
now envisages uniform 
applicability of the provisions of 
timely payment of wages and 
minimum wages to all employees 
irrespective of the wage ceiling 
and sectors. 

 



• 2. Uniform definition of wages: The definition of 
‘wages’ slightly varied across PWA, MWA, PBA and this 
has resulted in numerous litigations. Therefore, the 
Wage Code seeks to provide a single uniform definition 
of ‘wages’ for the purposes of computation and payment 
of wages to the employees. As per Wage Code, the term 
‘wages’ means all remuneration whether, by way of 
salaries, allowances or otherwise, expressed in terms of 
money and includes basic pay; dearness allowance; and 
retaining allowance if any. 

• The Wage Code lays down the list of exemptions which 
do not form part of the term ‘wages’ which inter 
alia includes the value of house accommodation, supply 
of electricity, water, house rent allowance, bonus 
payable under any law, contributions to a pension or 
provident fund, sums paid to defray special expenses, 
remuneration payable under any award or order of a 
court/tribunal or settlement between parties, overtime 
allowance, gratuity payable, retrenchment 
compensation, ex gratia, and other retiral benefits. 

 

The definition of wages now has three parts to 
it- an inclusion part, specified exclusions and 
conditions which limit the quantum of 
exclusions. The definition includes basic pay, 
dearness allowance and retaining allowance. It 
specifically excludes components such as 
statutory bonus, value of house 
accommodation and utilities (light, water, 
medical etc.), employer contribution to 
provident fund/ pension, conveyance 
allowance/ travelling concession, sum paid to 
defray special work expenses, house rent 
allowance, remuneration payable under 
settlement, overtime allowance, commission, 
gratuity, retrenchment compensation. 
 

The specified exclusions, however may not 
exceed 50 percent of all remuneration, and in 
the event of exceeding, such excess amount 
shall be deemed as remuneration and will be 
considered as "wages". This is aimed at 
ensuring that companies do not adopt 
compensation structures which result in wages 
being reduced below 50 percent of the total 
remuneration. 



• Floor wage: According to the Code, the 
central government will fix a floor wage, 
taking into account living standards of 
workers.  Further, it may set different floor 
wages for different geographical 
areas.  Before fixing the floor wage, the 
central government may obtain the advice of 
the Central Advisory Board and may consult 
with state governments.    
  

• The minimum wages decided by the central 
or state governments must be higher than the 
floor wage. In case the existing minimum 
wages fixed by the central or state 
governments are higher than the floor wage, 
they cannot reduce the minimum wages. 

 

•Fixing the minimum wage: The Code 
prohibits employers from paying wages less than 
the minimum wages.  Minimum wages will be 
notified by the central or state 
governments.  This will be based on time, or 
number of pieces produced.  The minimum 
wages will be revised and reviewed by the 
central or state governments at an interval of not 
more than five years.  While fixing minimum 
wages, the central or state governments may take 
into account factors such as: (i) skill of workers, 
and (ii) difficulty of work.  
  

•Overtime: The central or state government 
may fix the number of hours that constitute a 
normal working day.  In case employees work in 
excess of a normal working day, they will be 
entitled to overtime wage, which must be at least 
twice the normal rate of wages.    

 



• Payment of wages: Wages will be paid in 
(i) coins, (ii) currency notes, (iii) by cheque, 
(iv) by crediting to the bank account, or (v) 
through electronic mode.  The wage period 
will be fixed by the employer as either: (i) 
daily, (ii) weekly, (iii) fortnightly, or (iv) 
monthly. 
  

• Deductions: Under the Code, an 
employee’s wages may be deducted on 
certain grounds including: (i) fines, (ii) 
absence from duty, (iii) accommodation 
given by the employer, or (iv) recovery of 
advances given to the employee, among 
others.  These deductions should not exceed 
50% of the employee’s total wage. 
 

How the payment of bonus is 
determined under the Code? 

Ans: Section 26 of the Code deals with 
payment of bonus. All employees whose 
wages do not exceed a specific monthly 
amount (to be notified by the central or 
state government) will be entitled to an 
annual bonus. The minimum bonus 
prescribed under the Code is 8.33 
percent and the maximum bonus payable 
is 20 percent. 

 



• Payment of wages 
Settlement period for monthly wages has 
been specified as on the 7th of the 
succeeding month, as against 10th of the 
succeeding month. In case the employee is 
removed, dismissed, retrenched, resigns or 
becomes unemployed due to closure of an 
establishment, the wages are required to be 
paid within two working days. The earlier Act 
did not provide for any specific timelines for 
resignation cases. The limitation period for 
filing the claims for minimum wages, bonus, 
equal remuneration etc., by workers has been 
raised to 3 years as against the varying period 
between 6 months to 2 years. 
 

 

 



• What are the modes of payment 
of wages? 

• Ans: According to Section 15 of 
the Code, all the wages shall be 
paid in the following mode: 

1.coin; or 

2.currency notes; or 

3.by cheque; or 

4.by crediting wages in the bank 
accounts of employee; or 

5.by electronic mode 

 



• 3. The distinction between 'Employee' and 
'Worker':The Wage Code provides separate definitions 
of ‘worker’ and ‘employee’. The definition of ‘employee’ 
is broader than that of ‘worker’. The term 'worker' refers 
to any person except an apprentice employed in any 
industry to do any manual, unskilled, skilled, technical, 
operational, clerical or supervisory work for hire or 
reward, whether the terms of employment be express or 
implied and also includes working journalists and sales 
promotion employees, but excludes persons who is 
employed mainly in a managerial or administrative 
capacity; or person who is employed in a supervisory 
capacity drawing a monthly wage exceeding INR 15,000 
or such amount as may be notified by the Central 
Government from time to time. 

• An 'Employee' under the Wage Code is any person 
employed other than apprentice on wages by an 
establishment to do any skilled, semi-skilled or unskilled, 
manual, operational, supervisory, managerial, 
administrative, technical or clerical work for hire or 
reward, whether the terms of employment be express or 
implied. 

 



• 4. Minimum Wages: The erstwhile MWA 
prescribed minimum wages only in relation to 
scheduled employments. Now, the Wage Code 
empowers the appropriate government to fix 
wages in all industries. A new concept of floor 
wage has been introduced. Under the Wage Code, 
the Central Government is empowered to fix floor 
wage after taking into account minimum living 
standards of a worker as applicable for different 
geographical areas. The State Governments under 
no circumstance, shall fix a minimum wage rate 
which is lower than the floor wage determined by 
the Central Government. Further, if the minimum 
wages fixed prior to the fixation of the floor wage 
are higher than the floor wage, then the 
appropriate government is prohibited from reducing 
those rates. The Wage Code prescribes that the 
minimum wages are to be reviewed and revised by 
the appropriate governments in intervals not 
exceeding five years. 



• 5. Equal Remuneration: Similar 
to ERA, the Wage Code prohibits 
discrimination on ground of 
gender with respect to wages by 
employers or for purpose of 
recruitment, with respect to same 
or work of similar nature of work. 
The Wage Code ensures non-
discrimination against all genders, 
while under ERA the genders 
were specified and limited to male 
and female human beings. 



• 6. Payment of Bonus: There is no 
significant modification from PBA and 
the provisions relating to the 
computation of bonus are also 
consistent with the terms of PBA. 
Earlier, the applicability is limited to 
employees drawing wages not 
exceeding INR 21,000 per month. 
Now, under the Wage Code, the 
appropriate government is 
empowered to fix the wage threshold 
for determining the applicability. The 
Wage Code lists out the 
disqualifications for receiving bonus 
in line with PBA like fraud, riotous or 
violent behavior, or theft. 



• 7. Inspector cum Facilitator: The erstwhile 
enactments had the concept of inspectors to 
carry out inspections and examinations to 
ensure compliance of the enactments. Now, 
under the Wage Code, the inspector regime is 
replaced with Inspector-cum-Facilitator who 
shall be a facilitator towards compliance and 
not just an inspecting authority. The Inspector-
cum-Facilitator is required to provide the 
employer an opportunity to rectify the non-
compliance within a specified time before 
initiating any prosecution proceedings. The 
appropriate government may lay down an 
inspection scheme which may also provide for 
generation of a web-based inspection and 
calling of information relating to the inspection. 



• 8. Time-bound resolution of claims: The 
Wage Code prescribed a limitation period of 
three years for filing of claims by an employee 
as against the timelines prescribed under the 
existing enactments. The dispute of fixation of 
bonus or eligibility for payment of bonus be 
deemed to be considered as an ’industrial 
disputes’. An employee or any registered 
trade union registered of which the employee 
is a member; or the Inspector-cum-Facilitator 
can file an application for claims under the 
Wage Code before the notified authority. The 
authority shall decide the claim within a period 
of three months. Appeals are to be filed within 
a period of ninety days, which the appellate 
authority will endeavour to dispose of them in 
three months. Claims are to be recovered as 
arrears of land revenue and remit the same to 
the authority for payment to the concerned 
employee. 



• What are Advisory Boards? 

• Ans: Section 42 of the Code deals with the advisory boards. The 
Central and State governments constitute advisory boards. The 
Central Advisory Board by the Central government consists of 
following persons: 

1. representing employers; 

2. representing employees, which shall be in equal numbers as that of 
the employers; 

3. independent persons not exceeding one third of the total members 
of the board; 

4. five representatives of the state governments as nominated by the 
Central government. 

• The State Advisory Board by the State government consists of 
following persons: 

1. representing employers; 

2. representing employees which shall be equal in numbers as that of 
the employers; 

3. independent persons, not exceeding one-third of the total members 
of the board or committee or sub-committee. 

• Also one-third of the total members on both the Central and State 
Advisory Boards will be women. 

 



• 9. Offences and Penalties: Unlike 
the provisions of earlier enactments, 
the penal consequences under the 
Wage Code are not stringent and only 
entail imprisonment for the second 
and subsequent offences. However, 
the quantum of fines for 
contraventions under the Wage Code 
have been significantly increased. 
Further, the offences punishable 
under the Wage Code, not being the 
offences punishable with 
imprisonment only, be compounded 
by a gazetted officer, as appointed by 
the appropriate government. 



• Conclusion 

• The Code is a well-intentioned piece of 
legislation which aims to balance the interests 
of the employer and the employee. Though 
the Code contains substantial portions of the 
repealed legislations, it makes a decent 
attempt to replace their obsolete provisions. 
The provisions of the Code inspire confidence 
in the business community, and further clarity 
can be realised once the subordinate 
legislations and rules under the Code are in 
place. It would also be interesting to gauge 
how the other codes relating to social security, 
industrial safety and welfare, and industrial 
relations will interact with the Code of Wages 
once they are passed. 

 


