
WHY 22000 AS THE MINIMUM WAGE? 
 

What is wage? 

 

Minimum wage, as a concept is fairly recent. According to the Marxist analysis, wages are the cost 

of labour power expended by the worker. Therefore the wage must be around the cost of 

regenerating the same labour power, i.e. the necessary cost of the workers living, eating, etc. Some 

basic principles arise out of this : 

1. There is no link between the workers wage and the profit or loss made by the owner. Just as the 

owner pays the same for electricity whether he makes a profit or a loss, so also he has to pay the 

cost of the workers labour power; 

2. Wages are linked very intimately to the cost of living in any society. They will have to rise with 

the rise in prices of food, cloth, housing, medication, etc; 

3. Wages have to cover even reproduction of the workers labour power and must therefore cover the 

cost of having a family and giving necessary living conditions for the family; 

 

What is “necessary” for the worker, to daily regenerate his labour power is not a static concept since 

the worker is a social being. As society advances, the necessities required by the worker will also 

keep increasing. For example, in the 1980s a mobile phone was not a necessity but today it is. 

Therefore, even under capitalism, technology is not always the enemy of the worker. No doubt, in 

capitalism, the owner of capital, tries to obtain “ownership” even of knowledge and thus obtain the 

full advantage of technology only for herself or himself. Still, to make a profit out of technology, 

s/he must make the technology useful for society. This itself enables the workers to use the same 

technology for their own lives and even to organise 

 

There is a constant struggle under the present capitalist system. The capitalist tries the utmost to 

reduce the wages while the worker tries to increase them. However, in this the capitalist is helped 

by unemployment. As long as there is unemployment, there will always be a downward pressure on 

wages. If one worker is not willing to work for a certain wage, one of the unemployed can always 

be used to replace him. 

 

That is why, if there were no regulation, the tendency for wages would be to fall continuously. 

However, it was long recognised, as part of the regulation of capitalism, that such a continuous fall 

would be disastrous. This is why, to regulate the market on labour, the concept of minimum wage 

was accepted. 

 

The History of Minimum Wage 

The first law for regulating wage was not to fix the minimum wage but to fix the maximum wage. In 

1349 King Edward III enacted the Ordinance for Labourers which set the maximum wage that 

could be paid to labourers with penal consequences to those who paid higher. In 1348 the Great 

Plague had decimated the population of England and therefore the labourers were in a position to 

ask for extremely high wages. It was in this background that the said law was enacted. By the end 

of the 1890s laws for fixing wages were being enacted in New Zealand and Australia. By 1909 the 

first law for fixing the minimum wage was enacted in UK (though it applied only to 4 trades). By 

1928 the International Labour Organisation had put forward Convention No. 026 which stipulated 

that all ratifying members must enact a law to provide for a machinery to fix minimum wages. India 

ratified this convention in 1955. 

 

In India, diring the II World War the Government appointed the Standing Labour Committee and 

started to hold periodic conferences known as the Indian Labour Conference. In 1943 in the 5th 

session of the ILC, a Labour Inquiry Committee was appointed to look into the conditions of labour 

in terms of their wages, housing, social conditions and employment. The SLC and the 6th and 7th 



sessions of the ILC in 1944 and 1945 recommended the statutory fixation of minimum wages and 

the establishment of a machinery for this in certain industries. As a result a Bill was introduced in 

the Central Legislature in 1946 which was finally enacted into the Minimum Wages Act in 1948.  

 

Under the Act the Central Government appointed a Central Advisory Board and this board 

constituted the Committee on Fair Wages. It is this CFW that submitted its report that there are three 

levels of wages – minimum wage, fair wage and living wage. This committee provided broad 

definitions of concepts in wage fixation which are in use till now. 

 

In 1950, the Constitution of India was adopted by the Constiuent Assembly. Article 43 of the 

Constitution states that the state shall endeavour to secure, by legislation or other means that all 

workers will have a living wage. This was known to be the highest level of wage.  

 

In 1955, the 15th session of the ILC adopted principles for the fixation of minimum wages. These 

were : 

“(i) In calculating the minimum wage, the standard working class family should be taken to 

comprise three consumption units for one earner, the earnings of women, children and adolescents 

being disregarded.  

(ii) Minimum food requirements should be calculated on the basis of a net in take of 2700 calories,  

as recommended by Dr. Akroyd for an average Indian adult of moderate activity. 

(iii) Clothing requirements should be estimated on the basis of a per capita consumption of 18 yards 

per annum, which would give for the average worker’s family of four a total of 72 yards. 

(iv) In respect of housing, the rent corresponding to the minimum area provided for under the 

Government’s Industrial Housing Scheme should be taken into consideration in fixing the minimum 

wage; and  

(v) Fuel, lighting and other miscellaneous items of expenditure should constitute 20 per cent of the 

total minimum wage.” 

The Resolution further laid down that wherever the minimum wage fixed was below the norms 

recommended above, it would be incumbent on the authorities concerned to justify the 

circumstances which prevented them from adherence to the aforesaid norms. 

Till 1991 even the Supreme Court of India followed these norms for evaluating the minimum wage 

as in the case of Standard Vacuum Refining Company.  

 In 1991, the Supreme Court, in the case of the workers of Raptakos Brett said that the above norms 

were also not enough. They decreed that a further point needs to be added, namely : 

“(vi) children’s education, medical requirement, minimum recreation including festivals / 

ceremonies and provision for old age marriages etc should further constitute 25% of the total 

minimum wage” 

 

The 7th Pay Commission has, more or less, started off by accepting these norms. It has calculated 

food and clothing based on the figures worked out by the 15th ILC. However, here they have 

diverged. They have only granted 25% of the total of food and clothing for fuel, electricity and 

water whereas the 15th ILC formula required it to give 25% of food, clothing and housing. Further, 

they should have given 33% of the new total (or 25% of the grand total) for children's education, 



medical expenses, festivals, etc. However, it has only allotted 15% of the grand total for festivals, 

etc under the plea that education and medical expenses will be covered by separate allowances.  It 

has then given a 25% additional amount for skill (since class III and class IV are to be merged). 

Finally it has only kept 3% (or Rs. 500 per month) for housing! Even so, it has reached a figure of 

Rs. 18000 for a new entrant in the lowest grade as of January 2016 and of Rs. 18500 as of July 

2016.  

 

If, we apply the same figures as worked out by the 7th pay commission for food and clothing and 

just keep a minimum of Rs. 4000 per month for housing and then follow the formula of the 15th ILC 

scrupulously we will get the following chart. 

 

1 

Amount fixed by 7th Pay Commission for 3 Consumption Units for 
2700 Calories (All India Prices) as on January 2016 and clothing (at 
5.5 metres per month) (see page 65 of the report) 

9218.00 

2. मकान ककराया 4000.00 

3 योग 1 +2 13218.00 

4 For Electricity, fuel and water 3304.50 

5. Total of 3 + 4 (3 divided by 0.8) 16522.50 

6.  
For education, medical expenses, old age, festivals, etc, as per the 
Raptakos judgement 5507.50 

6 Grand Total (5 divided by 0.75) 22030.00 

We can be forgiven for assuming that housing for a worker and his family will not be available 

anywhere in the country for less than Rs. 4000 per month. Probably in cities like Mumbai and Delhi 

it will be much more.  

The way in which minimum wages are being fixed for various industries by varous governments on 

the basis of reports of sundry sub-committees is scandalous. They do not at all follow the norms 

fixed. In many cases we find the “Special Allowance” or “Dearness Allowance” being fixed at such 

a low rate so as to provide only 60% neutralisation of the rise in prices. This means that as prices 

rise, the DA rise will only provide for 60% of the burden and the worker will have to shoulder 40% 

of the burden of price rise by reducing his consumption. It is odd that workers are supposed to 

further reduce a consumption that is already a “minimum”. Such fixation of minimum wage is not 

only unfair and illegal, it is clearly criminal.  

 

It can be argued that if we take five consumption units (since the Indian worker often has to look 

after his parents and often has more than two children), then the reality dictates that an even higher 

minimum wage will have to be fixed. This is a real problem which must be studied by appointing a 

proper inquiry committee. In many countries the expectation is that the worker will have to provide 

for five units by ten years of his working life. In Indian conditions it may be in an even lesser time. 

 

Our understanding of the rate of minimum wage will, perforce, also have to pervade our 

understanding of pension. After all, the worker is expected to continue living even after retirement. 

His food may reduce marginally but his expenses on medicines will certainly increase. Also, the 

whole of the minimum wage concept does not provide for saving sufficient to buy one’s own house 

even after 30 years of service. If this is factored in, it may well be that the minimum wage should be 

around Rs. 50000 per month at a guess.  

 



We can compare with other countries in the world. For ease of calculation let us take the USA. It is 

by no means the country with the highest minimum wage in the world. In fact, in the recent 

elections, one of the main concerns of Bernie Sanders was to increase the minimum wage which 

even Hillary Clinton has agreed for.  

 

The US has presently a minimum wage of $ 7.25 per hour. This works out to over Rs. 1 lakh per 

month. But to compare minimum wages in such a manner would be faulty since exchange rates do 

not express the full reality. The capitalist would point out that a cup of coffee in India costs Rs. 25 

whereas a cup of coffee in the USA would cost $ 2 or Rs. 135. This is not comparable. There is 

another method called the Purchasing Power Parity (PPP) method. This compares the Rupee and the 

Dollar not at the rate of exchange but in terms of their purchasing power. By this method, Rs. 17 is 

accepted as having equal purchasing power as one Dollar. Even by this method, $ 7.25 has the same 

purchasing power as Rs. 123.25. So we can take the minimum wage of the US as having a 

purchasing power of Rs. 123.25 per hour or Rs. 986 per day or Rs. 29580 per month. This means 

that at the minimum wage in the US the worker can purchase the same as what around Rs. 30000 

can purchase in India. There are many countries which have a minimum wage much higher than the 

US, especially in terms of PPP. Australia has a minimum wage of over $ 10 (International US 

Dollars at PPP) which will be over Rs. 40000 per month of purchasing power. Even Ireland and 

Argentina have minimum wage with a higher purchasing power than in the US. 

 

It can also be argued that the minimum wage formula was last adjusted in 1991 (by the Supreme 

Court in the Raptakos Brett judgement). The time from the original formula to the the 

adjustment (1957 to 1991) was 34 years. A further 25 years have now passed. Necessities have 

grown many fold. Computers and mobile phones were not necessities in 1991 but are clearly so 

now. Many more features can now be added to the cost of regenerating a worker’s life. If we revise 

this realistically, then the minimum wage required would be even more. 

 
Even so, we have pegged our demand at Rs. 22000 as on January 2016 as per the formula of the 

15th ILC and using the figures of the 7th pay commission. We have not made this demand in the 

nature of one-upmanship but are merely striving for a scientific basis for fixing the minimum wage. 

We therefore ask all workers to come forward and support this demand. We have, of course, to 

develop this further and make a more realistic minimum wage for the future. Let us begin the fight 

now. 


