


India is not known to be an easy place to do business, 

with archaic labour laws mostly set in colonial times. 

Often it has been easier to stay under the radar in the 

unorganised sector, as formalisation brought with it a 

heavy compliance burden. Consequently, of India’s 6.3 

crore entreprises, only 10 lakhs are registered with 

the EPFO, only around 12 lakh are registered for GST. 

This is sThis is set to change.  

India’s journey of regulatory reform towards Ease of 

Doing Business took a historic step ahead on 8th 

August 2019 when the Code on Wages 2019 re-

ceived Presidential assent. While details of compliance 

are yet to be notified, this Act marks a significant de-

parture from the cumbersome and complex labour leg-

islation of about 27000+ compliances, under more 

than 400 Acts, that weighs Indian businesses down. It 

is quite possible to achieve the aims of regulation, with-

out burdening the companies unnecessarily - this is the 

objective of the Code on Wages 2019. 

The key lies in redesigning laws and compliance pro-

cesses through the three-vector framework of Ratio-

nalisation, Simplification and Digitisation. This primer 

gives the main features of the new legislation and its 

impact on workers, on employers and on the economy.  

The Code on Wages 2019 seeks to regulate wage and 

bonus payments in all employments where any trade, 

business, or manufacture is carried on and consoli-

dates four laws into one integrated Code:

The Payment of Wages Act, 1936

The Minimum Wages Act, 1948

The Payment of Bonus Act, 1965

The Equal Remuneration Act, 1976

TThis exercise implements the proposal of the Second 

Indian National Labour Commission, which suggested 

the rationalization of labour laws in 2002. With this, 

old and obsolete labour laws have been transformed, 

some of which were enacted in the pre-Independence 

era and meant primarily for factories and industrial 

establishments, into a more accountable and transparent 

lalaw.

1 CODE ON WAGES 2019- A PRIMER

Applicability

TThe Code on Wages will apply to employees in the 

organized and un-organized sectors. While the Central 

Government will continue making wage-related decisions 

for employments such as railways, mines, oil fields, 

central public sector undertaking etc., the State 

Governments shall make such decisions for all other 

employments including for private sector establish-

menments. Unlike the Payment of Wages Act, 1936 

which applied to only those employees who drew 

monthly wages of up to INR 24,000 and the Minimum 

Wages Act, 1948 which applied only to scheduled 

employments, the provisions of the Code on Wages 

shall extend to all employees irrespective of their 

wage ceiling and type of employment. 

Wages

TThe definition of 'Wages' under the Code on Wages 

has been defined to include all remuneration by way 

of salary, allowances and other components expressed 

in monetary terms. The definition lists specific 

items such as conveyance and house rent allowance 

which are excluded from the ambit of 'Wages'. 

An interesting feature to be noted here is that the 

exexcluded components cannot exceed one half or 

such other percent as notified by the Central 

Government of all remuneration payable to the 

employee. In the event that it does so, then the 

amount exceeding the one half or such percent as 

specified by the Central Government shall be 

considered as 'Wages' 




















