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The ILO and minimum wages

Preamble of the ILO Constitution called for “provision of an 
adequate living wage”.  

Both the 1944 Declaration of Philadelphia and the 2008 
Declaration on Social Justice for a Fair Globalization, call for a 
“minimum living wage to all employed and in need of such 
protection”. 

Minimum Wage-Fixing Machinery Convention No.26, (1928) 
to fix MW for workers employed in trades where there is no 
“effective regulation of wages by collective agreement and 
wages are exceptionally low” (Art. I)   

Minimum Wage Fixing Convention No.131 (1979)n which 
provides more general protection to wage earners against 
“unduly low wages”



The Global Wage Report: trends and good practices

More than 90% of ILO Member States have minimum wages. This 
includes the UK since 1999 or Ireland since 2000; important 
exceptions are Gulf states.

Globally, over the period 2001-2007, more than 70% of all the 
countries included in our sample have increased their minimum 
wage in real terms. On average, in these countries, the real 
minimum wage was increased by 5.7% per year. Gains for 
minimum wage earners were substantial in both developed 
economies (+3.8%) and developing countries (+6.5%). 

60% of countries have simple national minimum wages (67% in 
EC and developed countries) and 40% have more complex 
sectoral or occupational minimum wages (57% in Latin America 
and much of South Asia) 



The MW in India

Minimum Wage Act adopted in 1948 is considered to be one of 
the most important pieces of labour legislation (John, 1997)  

But the system is complex: “appropriate government” sets 
minimum wages to employees in some selected “employment 
schedules” (sectors/occupations).

By 2005: 311 different employment schedules and 1’171 
different minimum wage rates

Ghose (1997): the system results in a “plethora of statutory 
minimum wages which vary across jobs within a state and 
across states in a same job” and is “indefensible”



The MW in India
The context:

In 2008, the Indian National Trade Union Congress (INTUC) asked 
that India’s minimum wage system be changed into a national 
“decent minimum wage” fixed for all industries

The INTUC pointed out that India has achieved high growth rates in 
recent years, and that this should be reflected in the fixation of 
minimum wages of workers. => debates about poverty and inequality.

According to WB figures, poverty has declined in relative terms since 
1981 (60% to 42%) but increased in absolute numbers (421 mio in 
1981 456 mio in 2005), while our own figures show that the urban 
Gini coefficient has increased (0.339 in 1983 to 0.378 in 2004/5). 



The MW in India
With regards to India, we ask the following questions:

1 - At what level should a national MW be set? 
2 - Who would be affected by a compulsory national MW?    
3 - Would a national MW reduce inequality and poverty? 
4 - Is a MW enforceable at all? 

To address these issues we rely on the Employment-
Unemployment Survey conducted every 5 years, along 
with the Consumer Expenditure Survey. Most of our data 
uses the 2004/5 round of the survey.  
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At what level should a national MW be set?
Since 1991, there exists a national minimum wage floor 
but it is not binding and serves as a benchmark 

Nominal national MW floor
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At what level should a national MW be set?

Real minimum wages
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Who would be affected?
What is the size of the target population? 173 million wage earners 
(57 million salaried + 116 million casual workers)

Male Female Total

Rural

Self-Employed 58.1 63.7 60.2

Salaried 9.0 3.7 7.1

Casual Labour 32.9 32.6 32.8

Total 198’605’700 112’859’300 311’462’800

Urban

Self-Employed 44.8 47.7 45.4

Salaried 40.6 35.6 39.5

Casual Labour 14.6 16.7 15.0

Total 70’025’200 19’201’300 89’301’100

Total

Self-Employed 54.6 61.2 56.8

Salaried 17.2 8.4 14.3 

Casual Labour 28.1 30.3 28.9 

Total 268’282’800 132’191’300 400’658’900
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Who would be affected?
How many wage-earners are paid less than the national minimum 
wage?  Answer: 73 million (14.5 million salaried + 58.6 million casual)

Male Female Total

Salaried Workers

Rural 27.4 50.1 31.6

Urban 17.9 36 21.3

Total 21.5 41.3 25.3

Casual Workers

Rural 55.0 45.9 51.9

Urban 38.0 50.7 40.8

Total 52.7 46.3 50.6



2 –  Who would be affected?
The Probit model with P (Below MW= 1) 

Being a women (compared to men) increases P by 7% in casual 
labour and by 20% in salaried work

Being illiterate (compared to above secondary school) increases P by 
15% in casual labour and by 26% in salaried work 

Among salaried workers: 

Compared to mining, electricity and gas, the P increases by 36% in 
agriculture and by 16% in low-productive services    

Being informal (compared to formal) increases P by 10% 

Working in a “tiny” (compared to a large enterprise) increases P  by 
15%



3-Would a national MW reduce inequality & poverty?

Wage Inequality, by sector 
 
Sector Actual wage Adjusting for  

Minimum wage 
Rural 0.48006 0.33221 
Urban 0.49501 0.43123 
All 0.50566 0.39754 
 Wage inequality by industry groups 

 
Industry groups Actual wage Adjusting for  

Minimum wage 
Agriculture 0.330 0.120 
Mining Electricity and Gas 0.439 0.417 
Manufacturing 0.456 0.359 
Construction 0.299 0.221 
Low productive service sector 0.413 0.248 
High Productive service sector 0.397 0.377 
 



3-Would a national MW reduce inequality & poverty?

The Probit model with P (Below Poverty line = 1) 

For salaried workers not receiving minimum wages, 
and controlling for other variables, increases the 
probability of being poor by 9 - 10% 

For casual workers not receiving minimum wages, 
and controlling for other variables, increases the 
probability of being poor by 7 - 8% 
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Is a MW enforceable?
A Review of the Literature:

In the US, the BLS (2009) used the U.S. Current Population Survey and 
found that about 1.9 million workers – or 2.6% of all hourly-paid workers - were 
paid below the hourly minimum rate. 

In Indonesia, Rama (2001) used 1993 household data for Indonesia and 
found that 15% of all full-time urban employees, and 45% of women, earned 
less than the minimum wage.

In Brazil, Lemos (2005) used the Monthly Employment Survey (PME) to 
estimate that in 2000 the proportion of workers earning below the minimum 
wage was 13.7% in the private sector and 4.6% in the public sector. 

In Trinidad and Tobago, Strobi and Walsh (2003) used the Continuous 
Sample Survey of Population (CSSP) and found that 6 months after the first-
time introduction of the minimum wage in 1998, non-compliance was 33%. 



4-
 

Is a MW enforceable?

Murgai and Ravallion (2005): MW is only enforceable if 
the Government acts as the “employer of last resort”
and commits to employ the entire excess supply of 
labour at the stipulated minimum wage rate. 

In India the National Rural Employment Guarantee 
(NREGA) was implemented since 2006, and such an 
EGS already exists since many years in Maharashtra

In Maharashtra the proportion of workers paid below the 
state-level MW in 2004/5 was only 1.3% for salaried 
workers and 2.6% for casual – much lower than for 
other states   



The way forward

Fuller discussion on the level of a possible national 
minimum wage

Analysis of the effects of a national minimum wage in 
one low productivity sector
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