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Let’s Understand the Draft Code on Wages Rules 
 

Key takeaways of the conversation between 
Krithika Murali M, Executive, SCS&A  

& 
Mr. K Vittal Rao, Labour Law Consultant 

 
(https://youtu.be/4JwrMralIl8) 

 
All of us are aware that the Government of India has initiated the process of “Labour 
Reforms” with the intention to simplify the legislations by consolidating the existing large 
number of legislations. In this connection, 4 Codes have been drafted out of which one is 
the “Code On Wages-2019”. This Code was passed by the Parliament and after the assent of 
the President of India, it was gazetted on 8th August, 2019. However, the date on which it 
shall come into force is yet to be notified. Further, the Ministry has drafted the Rules & the 
same has been published on 7th July, 2020 seeking opinions/remarks/suggestions from all 
stakeholders.  
 
This article contains a gist of the conversation, which includes features of the Code and the 
Rules in a FAQ format. 
 
1. As we all know every legislation contains scope and applicability and various 

definitions. Few of the important definitions in the Code include employee / workman, 
wages / salary etc. apart from others. How important are these and how are they 
addressed in the Code & Draft Rules? 
 
This Code is peculiar as it is a combination of 4 Acts - Payment of Bonus Act, Payment of 
Wages Act, Minimum Wages Act and Equal Remuneration Act, each having it’s own 
definitions. However in this code it has been made uniform.  For example “Employee” 
here means everyone in an organization with no distinction whatsoever. Earlier “wages” 
was defined differently in the 4 Acts. However now it has been standardized in the Code 
but seems complicated. It is not easily understood unless well analyzed. For the sake of 
understanding the definition can be divided into 3 portions - the 1st portion of the 
definition of “wages” talks about DA etc. remains unchanged, the 2nd portion  i.e. the 
exclusion clause talks about HRA, conveyance allowance etc. which are to be excluded 
from wages. Most important is the 3rd part of the definition which talks about 
computation of “deemed wages”.  
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Let’s take an example to understand the same: 
 
Let’s say the  
 
Basic+DA= Rs.8,000 
Total of all allowances= Rs.20,000 
 
Then, 
Excess of 50% of Rs. 20,000 ie. Rs. 10,000 over Basic + DA shall be added to the Basic + 
DA (Rs.2,000 + Rs. 8,000).  This means Rs. 10,000 will be the Deemed Wages. 
 

2. There is a concept of region-wise wage fixation in the Code and Rules. How will the 
Government consider or determine the same? 

 
The National Committee has formed 5 regions based on the States’ GDP, Cost of Living 
Index, the labour market situation like employment and unemployment and Women 
Empowerment. While this has been done at the Central level basis the State Committees 
should re-evaluate the wage fixed by the National Committee taking into account each 
of the above criteria.  
 

However the implementation and execution of the same will be a challenge!  
 

 
3. Under the Code there is a mention of Floor Level Wages. How is this addressed under 

the Rules? 
 
As per the draft Rules the Central Government shall announce the floor level wages. 
However, this is a stepwise process where once the Central Board fixes the minimum 
wages at the national level the State Committees will examine the same on a regional 
basis and determine the minimum wages for each region. Based on this the Central 
Government will have to notify the floor level wages calculated based on various factors 
mentioned in Question no. 2, which may again be different for each Region.  
 

However, the floor level wages may have to be revised from time to time by the Central 
Government based on the advice and recommendation of the National and State 
Committees! 
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4. In the Code and Draft Rules the revision of floor wages and minimum wages every 5 
years is mandated and revision of DA is mandated twice a year. What are your 
comments on the same? 

 
Revision of DA twice a year results in requirement to revise Floor level wages every 6 
months. This will be a burden on the employer making it difficult for them to plan their 
contingencies. It seems like the financial capacity of the employer has not been taken 
into account while drafting the Rules and the Code.  

 
5. As the definition of employee has been widened to cover all employees irrespective of 

their designation, how is the same addressed in the draft Rules and the Code? 
 
Currently minimum wages is paid based on the Industry i.e. textile, automobiles etc. and 
whether skilled or unskilled. In the Code this categorization of Industry has been 
completely removed, which means an unskilled labourer irrespective of the Industry in 
which he is employed will be entitled to the same Minimum Wage of the Region. 
However, the Schedule contains a list of occupations and trades under categories like 
skilled, semi-skilled and highly skilled which is predominantly “blue collared”. There is no 
mention of white collared employees.  
 

How the minimum wages of “white collared” employees are to be addressed is another 
standing question! 

 
6. Does this Code contribute to the Ease of Doing Business initiative of the Government? 
 

While this is a very debatable topic, in my personal opinion, neither this nor any of the 
other Codes moves towards Ease of Doing Business initiative. While the intention of the 
Labour Reforms is to simplify the legislations and make them more transparent, the 
Code on Wages Rules still has a lot of areas that require simplification, the basic one 
being the very definition of “wages” itself. 
 

The Code seems more like a Code in favour of the employees and not the employers!!  
 

 Krithika Murali M 
 Executive 
 Date: 28-08-2020 


