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. Introduction

Purpose of the Study

The study on the impact of minimum wage laws on employment across different sectors in India is vital
to understanding how wage policies influence job availability and stability in a diverse labor market. India’s
economy is characterized by its distinct sectors, including agriculture, manufacturing, and services, each with
unique labor needs and economic structures. By examining these sectors separately, this study aims to provide
insights into the nuanced effects of minimum wage laws, especially in a context where informal and formal labor
dynamics vary significantly.

Context: Economic Landscape and Sectoral Variations in India

India’s labor market consists of a blend of formal and informal employment, with minimum wage
policies aiming to standardize income for low-wage workers across various industries. However, compliance and
enforcement vary widely across states and regions. The recent legislative shift through the Code on Wages Act
(2019) seeks to simplify the previously fragmented wage system and introduce a national minimum wage floor.
This reform has implications across states and sectors, aiming to reduce income disparity and improve job security
for workers at the lower end of the pay scale.

Research Objective and Question

The primary objective of this study is to explore the extent to which minimum wage laws affect
employment across India’s major economic sectors. Specifically, it seeks to answer the question: How do
minimum wage laws impact employment levels in different industries in India? This question addresses a
fundamental policy debate, especially concerning labor-intensive sectors like textiles and agriculture, which may
respond differently to wage hikes compared to capital-intensive industries such as technology and
pharmaceuticals.

Thesis Statement

Minimum wage policies in India likely have differential effects on employment levels across various
sectors due to varying labor demands, technological adoption, and market conditions. For example, labor-
intensive sectors such as manufacturing and agriculture might experience job reductions due to increased
automation or cost-cutting measures, while sectors with inelastic demand for labor, like essential services, may
exhibit stable or increased employment levels. Additionally, compliance with wage laws is inconsistent,
particularly in the informal sector, further influencing employment outcomes in unpredictable ways.

Il.  Literature Review

Theoretical Background on Minimum Wage and Employment

Research on minimum wage effects traditionally centers on two key impacts: wage adjustments for low-
income workers and changes in employment rates. Theoretically, minimum wage policies are expected to support
worker earnings by setting a wage floor, aiming to alleviate poverty and reduce income inequality. However,
minimum wage increases can lead to mixed employment outcomes, depending on factors like labor demand
elasticity and the industry’s structure. For instance, sectors with labor-intensive processes, such as textiles and
agriculture, are more sensitive to wage increases, potentially experiencing job losses as businesses may cut
workforce numbers or automate to manage costs (Belsar & Rani, 2011; Soundararajan, 2019).

Global Perspectives on Minimum Wage Impacts

Global studies show that minimum wage impacts differ notably between developed and developing
countries. In developed economies, effects are often minimal or slightly positive on employment due to higher
compliance and the limited proportion of low-wage workers. In contrast, studies in developing economies, such
as India, indicate mixed effects, with some industries showing negative employment outcomes, particularly where
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enforcement is weak. For instance, Latin American studies demonstrate reduced employment when minimum
wages rise significantly in labor-intensive sectors, especially where market demand for labor is highly elastic
(Menon & Rodgers, 2017; Dube et al., 2010).

Previous Research in the Indian Context
Wage Inequality Reduction in India (1999 - 2018)
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In India, studies illustrate that minimum wage impacts vary substantially across industries and states.

Research on the construction sector, for example, finds that robust enforcement of minimum wages correlates
with improved employment outcomes, while weak enforcement often leads to job reductions (Soundararajan,
2018). State-level disparities further complicate enforcement, as regions with better regulatory frameworks tend
to maintain more stable employment rates in response to wage increases. For instance, minimum wage compliance
in states like Kerala is notably higher than in others, showing how regional policies shape employment patterns
(Rani & Belser, 2015; Menon & Rodgers, 2018).
Further analysis suggests that wage increases contribute positively to wage levels without a corresponding decline
in employment in some sectors, such as services, where demand is relatively inelastic. For example, employment
levels in organized retail remained stable following wage increases, while sectors like agriculture faced job losses
due to cost constraints. Overall, these findings indicate that the economic structure and enforcement levels heavily
influence the minimum wage’s impact on employment (ILO, 2021).

Recent Policy Changes and Their Expected Impact on Employment
Employment Changes by Sector with Different Levels of Minimum Wage Enforcement
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The recent Code on Wages Act (2019) introduced a national minimum wage floor, aiming to standardize
wage policies across states and sectors. This policy is anticipated to reduce wage disparities, although the effects
may vary by sector. For example, industries with tight profit margins, such as small manufacturing and agriculture,
could experience pressure to limit workforce size or increase automation to manage costs. Conversely, higher
compliance in organized sectors may result in more stable employment despite wage increases. Initial data
suggests that improved enforcement in certain states has led to enhanced wages without significant job loss in
sectors like construction and urban retail (Government of India, 2019; ILO, 2021).
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I11.  Methodology
Research Approach and Rationale for Secondary Data Use
This study adopts a secondary data analysis approach, leveraging existing data from large-scale surveys
and reports to evaluate the impacts of minimum wage laws on employment across various sectors in India.
Secondary data sources offer a comprehensive view of wage policies and employment trends across different
states and industries, providing insights into how factors such as enforcement and industry type influence
employment outcomes.

Data Sources

Key data sources include:

1. National Sample Survey Office (NSSO) and Periodic Labour Force Surveys (PLFS): The NSSO and PLFS
provide longitudinal data on employment and wages, offering detailed insights into the distribution and levels of
compliance with minimum wage laws across various sectors and states (ILO, 2021; Menon & Rodgers, 2017).
These data sets enable analysis across demographic variables and sectors, including agriculture, manufacturing,
and services, and capture employment trends in both formal and informal sectors.

2. Centre for Monitoring Indian Economy (CMIE): The CMIE database provides economic and employment
statistics with detailed sectoral breakdowns, allowing for a comparison of wage and employment trends across
states with varying levels of minimum wage enforcement.

3. International Labour Organization (ILO): The ILO’s analyses offer a global perspective on wage policies and
enforcement, including studies on the employment elasticity of minimum wage in different industries (Belser &
Rani, 2015; ILO, 2021). These resources are particularly useful in contextualizing India’s minimum wage impact
within a broader framework of developing economies.

Analytical Framework

To analyze the relationship between minimum wage policies and employment outcomes, this study
utilizes econometric models, notably Difference-in-Differences (DiD) and **Fixed-Effects Models. These
methods are advantageous when assessing policy impacts across time and regions, capturing the variations in
state-level enforcement and regional economic conditions:

1. Difference-in-Differences (DiD): This method compares employment levels before and after minimum wage
policy changes across different states, controlling for external factors that may affect employment. For example,
the DiD approach is used to compare employment changes in regions with higher minimum wage enforcement to
those with lower enforcement, as documented in previous studies (Soundararajan, 2018; ILO, 2021).

2. Fixed-Effects Model: This model captures variations across states and industries by controlling for time-
invariant characteristics. Fixed-effects analysis helps address the influence of sector-specific factors, such as labor
intensity and average wage levels, allowing for a more nuanced understanding of minimum wage impacts on
employment in different sectors (Menon & Rodgers, 2017; Soundararajan, 2019).

Tables and Graphs
Table: Regional Compliance Levels and Employment Change by Sector*

Sector High Compliance State (Kerala) Low Compliance State (Uttar Pradesh)

Agriculture -5% (Employment Decline) -15% (Employment Decline)

Manufacturing +2% (Stable Employment) -8% (Employment Decline)

Retail +3% (Stable Employment) -3% (Reduced Hiring)
Construction +5% (Stable Employment) -10% (Employment Decline)
This table illustrates how higher compliance with minimum wage standards correlates with employment

stability, particularly in sectors like retail and construction, whereas low compliance regions experience more
pronounced employment declines, especially in agriculture. (ILO, 2021; Soundararajan, 2018).

DOI: 10.9790/487X-2612073444 www.iosrjournals.org 36 | Page



How Do Minimum Wage Laws Impact Employment Levels In Different Industries?

Graph: Employment Trends Pre- and Post-Wage Policy Implementation
Employment Trends Pre- and Post-Wage Policy Implementation
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The line graph above illustrates employment trends in high-compliance (Kerala) and low-compliance (Uttar

Pradesh) states before and after minimum wage policy changes.

[1 High Compliance State (Kerala): Employment levels show steady growth, reflecting stable job retention in
sectors like manufacturing and retail, aligning with effective wage compliance and enforcement.

[1  Low Compliance State (Uttar Pradesh): Employment levels gradually decline, indicating challenges in
sustaining jobs in sectors affected by weak compliance.

By using these methods and data sources, the study aims to provide a rigorous assessment of how
minimum wage policies influence employment outcomes across various sectors in India, accounting for regional
differences and enforcement levels. This approach offers a detailed view of the policy’s impact, crucial for
informed decision-making regarding wage policy adjustments in diverse economic settings.

Overview of Minimum Wage Laws in India
Legislative Background

India's minimum wage framework has evolved since the enactment of the Minimum Wages Act in 1948,
initially designed to prevent worker exploitation and establish fair wage standards across select industries. Over
time, the Act expanded, giving state governments authority to set wage rates that vary across sectors and skill
levels. This led to significant regional disparities, with states like Delhi and Maharashtra setting higher minimum
wages compared to states with lower economic indicators (FactoHR, 2024; Corridalegal, 2024).

In 2019, the Indian government introduced the Code on Wages Act, a significant reform aimed at
unifying four key labor laws (the Minimum Wages Act, Payment of Wages Act, Payment of Bonus Act, and Equal
Remuneration Act) into a single legislative framework. This Act intends to ensure minimum wage coverage across
all employment sectors, including those not traditionally covered, such as unorganized sectors, effectively setting
a national "floor wage" as a baseline for states to follow. While the Code on Wages Act simplifies administration,
its success largely depends on the enforcement mechanisms at both central and state levels (Legal Service India,
2019; Ministry of Labour & Employment, 2021).

Minimum Wage Setting Mechanisms and Components

The Code on Wages Act allows state governments to set minimum wage rates based on factors like skill
level, region, and occupation type. The minimum wage comprises the basic wage and Variable Dearness
Allowance (VDA), which is adjusted biannually according to the Consumer Price Index. For higher-cost regions
or hazardous occupations, allowances like the House Rent Allowance (HRA) and additional compensations are
included to reflect local cost-of-living adjustments. These components ensure that minimum wages align with
inflation and local economic conditions, providing workers with wages that support a basic standard of living
(FactoHR, 2024; India Budget, 2019).

Compliance and Enforcement Challenges
A major challenge in India’s minimum wage framework is inconsistent compliance across states and
sectors, especially in informal sectors where enforcement is weaker. According to recent data, compliance rates
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vary widely, with states like Kerala achieving higher adherence due to rigorous enforcement. In contrast, in states
with minimal enforcement, up to 50% of casual and rural workers receive wages below the minimum standard,
underscoring the need for robust inspection systems. The Code on Wages introduces the role of "Inspector-cum-
Facilitators" to provide guidance and support compliance, with provisions for digital monitoring to streamline
enforcement, yet practical limitations in inspection capacity and resource allocation persist (Economic Survey,
2018-19; Soundararajan, 2014).

Supporting Data and Visuals
Table: Minimum Wage Rates Across Select Indian States (Unskilled Workers, Monthly)

Minimum Wage Compliance Level
State (INR) (%)

Delhi 14,842 High
Maharashtra 12,500-15,000 Moderate
Uttar Pradesh 9,500 Low
Kerala 13,000 High

(Data: Corridalegal, 2024, Ministry of Labour &
Employment, 2021)

Graph: Minimum Wage Compliance Levels (by Employment Type)
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The bar chart above illustrates minimum wage compliance levels across different employment types in
India, with regular workers showing the highest compliance at 80%, while compliance is notably lower among
casual and rural workers. This graph visually underscores the disparities in wage enforcement and the need for
targeted regulatory focus on sectors with lower compliance

Impact on Key Industries
Manufacturing

In India’s manufacturing sector, minimum wage policies have shown varied effects based on the labor-
intensity of the industry and the regulatory environment. Studies reveal that industries with flexible labor laws,
particularly in states like Gujarat and Tamil Nadu, saw an increase in employment following wage adjustments,
especially in the labor-intensive textile sector. Here, firms could adjust employment more freely, thus limiting
negative employment impacts (Rani, Belser, & Ranjbar, 2013). However, in states with stricter labor regulations,
increased minimum wages often led to job reductions or shifts towards automation, as employers sought to
minimize costs in response to wage hikes (Columbia University, 2023; NITI Aayog, 2012).

Agriculture
Agriculture, which employs a large share of rural workers, remains highly sensitive to minimum wage
adjustments. Due to the seasonal and low-wage nature of agricultural jobs, minimum wage increases often lead to
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reduced hiring or informal employment, as employers cannot always pass on these costs to consumers. Data shows
that minimum wage enforcement in agriculture is inconsistent, contributing to regional disparities where wage
compliance and employment rates diverge significantly (IHD India, 2021). States like Kerala, which enforce
minimum wages more rigorously, maintain higher agricultural wages but face challenges with employment
stability, as some employers reduce workforce size to manage increased wage costs (Verma, 2021).

Services

The services sector, including retail and hospitality, displays a mixed response to minimum wage
policies. In organized service industries, where labor demand is relatively inelastic, increased wages do not
substantially impact employment. This is particularly true in urban areas with robust wage enforcement, where
minimum wages have helped reduce income disparities without considerable employment loss (ILO, 2021).
Conversely, in the unorganized service sector, minimum wage hikes have occasionally prompted employers to
limit formal hiring or shift to part-time models, a trend especially visible in states with lower enforcement (NITI
Aayog, 2019).

Construction

Construction, a sector dependent on low-skilled and migrant labor, demonstrates unique challenges with
minimum wage policies. The transient nature of construction employment often results in lower compliance with
wage standards. In regions like Maharashtra, higher minimum wages and strict enforcement correlated with stable
or increased employment as workers were attracted to the sector. However, in less-regulated areas, employers
often bypass wage laws, leading to informal employment and wage disparities across construction projects
(Human Resource Journal, 2021).

Supporting Data and Visuals
Table: Employment Response to Minimum Wage Policies by Sector

Employment Impact with Strong Employment Impact with Weak

Sector Enforcement Enforcement
Manufacturing Positive/stable Decline

Agriculture Moderate decline Significant decline

Services Stable Reduced formal hiring

Construction Increased/stable Shift to informal employment

Graph: Sectoral Employment Change by Wage Enforcement Level
Eg@ployment Change by Sector under Different Wage Enforcement Levels
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The bar chart above illustrates the employment changes by sector under conditions of strong and weak
minimum wage enforcement. The data reveals that sectors such as manufacturing and construction benefit from
stable or positive employment with strong wage enforcement, while sectors like agriculture and services
experience a decline in employment when enforcement is weak. This visualization emphasizes the critical role
that enforcement plays in determining the sectoral impact of minimum wage policies across India.
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Regional Variation in the Impact of Minimum Wage Laws
State-by-State Analysis

In India, the impact of minimum wage laws varies substantially across states due to differences in
economic conditions, industry compositions, and enforcement capacities. States like Kerala, Delhi, and
Maharashtra, known for higher minimum wage standards and strong enforcement, report better wage compliance
and reduced wage disparities in urban sectors. However, in states with lower wage standards, such as Bihar and
Uttar Pradesh, minimum wage policies struggle to maintain employment levels, particularly in rural and
agricultural sectors where informal employment is high (NITI Aayog, 2023; Ministry of Labour, 2021).

In urban areas with robust economies, industries often adjust to higher wage floors without significantly
reducing employment, benefiting sectors like retail and construction. Conversely, rural areas, where agriculture is
dominant, experience adverse effects, including shifts toward informal employment when wage laws are enforced
inconsistently. For instance, Kerala has seen improvements in wage stability across sectors due to strict
enforcement, while Uttar Pradesh, with lower wage standards and weaker compliance, faces significant wage
disparities and lower employment stability (IHD India, 2021; PIB, 2023).

Urban vs. Rural Divide

The urban-rural divide is pronounced in minimum wage impact studies. Urban sectors, particularly in
metropolitan areas, are more responsive to minimum wage laws as they have higher economic activities and
formal employment structures. This results in more substantial wage growth in sectors like services and
construction, where formalization supports better enforcement and stability. In contrast, rural areas remain heavily
reliant on agricultural jobs that are often seasonal and informal. Here, minimum wage increases can lead to job
losses or shifts towards informal work, as rural employers may be unable to sustain increased labor costs without
subsidies or additional support (Rural Wage Trends, 2023).

Supporting Data and Visuals
Table: Minimum Wage Compliance by State (Selected States)

Urban Compliance Rural Compliance
State (%) (%)

Kerala 85 70
Delhi 90
Maharashtra 75

Uttar Pradesh 50

(Source: Ministry of Labour, 2021; NITI Aayog,
2023)

Graph: Compliance Level Differences between Urban and Rural Areas by State
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90%

85% Urban Comp_liance
B Rural Compliance

80 75%

70%

25%
50%

30%

Compliance Level (%)

0%

Kerala Delhi Maharashtra Uttar Pradesh
State

DOI: 10.9790/487X-2612073444 www.iosrjournals.org 40 | Page



How Do Minimum Wage Laws Impact Employment Levels In Different Industries?

The bar chart above illustrates minimum wage compliance levels in urban versus rural areas across
selected states. Urban areas consistently exhibit higher compliance rates, particularly in states like Delhi and
Kerala, whereas rural compliance levels are significantly lower, as seen in states like Uttar Pradesh and
Maharashtra. This visual emphasizes the disparity in enforcement between urban and rural regions, highlighting
the need for region-specific approaches to improve compliance and wage fairness across diverse areas in India.

IV.  Case Studies

Textile Industry in Tamil Nadu

Tamil Nadu’s textile industry provides a prominent case of how minimum wage laws impact labor-
intensive sectors. Textile production in this state is highly dependent on low-wage, semi-skilled labor, making it
particularly sensitive to wage adjustments. Research shows that in states with flexible labor laws, such as Tamil
Nadu, employment in textiles grew significantly post-2005, especially following the abolition of international
trade quotas. This growth was further supported by strong export demand, which helped absorb increased wage
costs without major layoffs. However, in districts with stricter compliance, employers have reportedly shifted
toward automation to mitigate labor costs, impacting employment levels (Columbia University, 2023; Global
Labour University, 2021).

Automotive Sector in Maharashtra

The automotive industry in Maharashtra, which relies on both skilled and unskilled labor, offers a
contrasting scenario. Here, higher minimum wages combined with relatively strict labor laws have been
implemented effectively, resulting in stable employment levels, especially in larger firms. Many large automotive
manufacturers have invested in training programs, allowing them to retain employees while achieving compliance.
Smaller firms, however, often face challenges due to limited resources for such programs, leading to employment
contraction as they struggle to meet wage standards. This trend indicates a divide where compliance benefits
formal sector employees, while informal workers face job insecurity (NITI Aayog, 2023; Indian Economy, 2021).

Construction Sector in Kerala

Kerala’s construction sector highlights how rigorous enforcement can stabilize wages even in
traditionally informal labor sectors. With high migrant labor participation, construction firms in Kerala are held
to strict compliance standards, which has led to significant wage stability and improved working conditions.
Compliance enforcement through regular inspections and penalties for violations ensures that even unorganized
laborers receive minimum wages. This regulatory environment has made Kerala one of the states with the most
equitable wage distribution in construction, yet it has also led to increased costs for employers, some of whom
shift to mechanization as a cost-saving strategy (NITI Aayog, 2023; IHD India, 2021).

V.  Challenges And Limitations In Implementing Minimum Wage Laws In India
Key Challenges

India’s minimum wage policies face substantial challenges, especially due to the diverse economic
conditions across states, the prevalence of informal employment, and gaps in enforcement. Firstly, the lack of a
uniform minimum wage leads to significant wage disparities between states and sectors. For instance, wage levels
vary dramatically based on local cost of living and state-specific economic policies, leading to inconsistencies in
minimum wage implementation and leaving certain regions vulnerable to low wage standards (NITI Aayog, 2023;
Ministry of Labour, 2021).

Another primary challenge is the difficulty in enforcing minimum wage laws, especially in rural and
informal sectors. Studies show that up to 90% of workers in rural areas may be unaware of their wage entitlements
under the law, making compliance nearly impossible. This gap in awareness is compounded by insufficient
regulatory oversight, with limited inspections and penalties for non-compliance in these areas. Informal workers,
particularly in agriculture and domestic work, are often excluded from wage protections due to the unstructured
nature of their employment (Livemint, 2023; NITI, 2021).

Policy and Practical Limitations

The administrative complexity of maintaining nearly 1,900 separate minimum wage categories across
occupations and regions creates confusion and hinders consistent enforcement. For instance, the National Floor
Level Minimum Wage (NFLMW) aims to set a baseline across all states, but it is non-binding, leading to uneven
application of wage policies. In urban areas, compliance with NFLMW is somewhat higher; however, in rural
regions where wage rates are generally lower, there remains a persistent gap in both wage levels and enforcement
(Indian Budget, 2019; Global Labour University, 2021).

DOI: 10.9790/487X-2612073444 www.iosrjournals.org 41 | Page



How Do Minimum Wage Laws Impact Employment Levels In Different Industries?

Efforts like the 2019 Code on Wages aimed to streamline wage laws by setting a national wage floor, yet
challenges persist. Employers, especially small and medium enterprises (SMEs), argue that frequent adjustments
to wage floors impose unsustainable costs, leading to potential layoffs or shifts to informal employment to reduce
wage expenses. The enforcement of Variable Dearness Allowance (VDA) adjustments to account for inflation
also remains inconsistent, further undermining wage stability (Livemint, 2023; ILO, 2021).

VI.  Empirical Findings
Quantitative Results

Empirical research on the impact of minimum wage laws in India reveals mixed results across different
sectors and demographic groups, largely due to the country’s diverse economic structure and varying enforcement
levels. Analyses of data from the National Sample Survey Office (NSSO) and Periodic Labour Force Surveys
(PLFS) indicate that minimum wage hikes have generally led to higher earnings for low-wage workers,
particularly in the formal sector. However, these effects vary significantly between urban and rural areas and
among industries. For instance, in urban settings, formal sectors like retail and manufacturing have maintained
employment levels, while informal rural sectors, especially agriculture, saw reductions in employment as
employers faced difficulties meeting wage standards (ILO, 2021; Menon & Rodgers, 2017).

Studies have also shown that minimum wage increases help to narrow wage inequality. Low-income
workers experienced the largest wage gains following minimum wage hikes, contributing to decreased wage
dispersion. This effect, often referred to as the “lighthouse effect,” means that informal sector wages also rise in
line with minimum wage benchmarks, even where legal compliance may be limited. However, such benefits are
more pronounced in states with strict enforcement, like Kerala, compared to those with weaker regulatory
frameworks, such as Uttar Pradesh (NITI Aayog, 2023; Maynooth University, 2021).

Gender-Specific and Sectoral Impacts

Gender disparities in the impact of minimum wage policies are significant. Research indicates that
women, particularly those in rural and informal jobs, have lower compliance rates for minimum wage policies
compared to men. In urban areas, however, increased minimum wages have boosted employment among women
in formal sectors. The gender wage gap has consequently narrowed, particularly in industries such as retail and
services, where there is better compliance (ILO, 2021; Columbia University, 2023).

Sector-specific studies highlight that labor-intensive industries, such as textiles, construction, and
agriculture, often face higher compliance challenges. Small and medium enterprises (SMES) in these sectors find
it challenging to implement wage increases without adversely affecting their profit margins, resulting in job cuts
or shifts towards automation. In contrast, larger firms, especially in manufacturing, can absorb wage hikes more
easily and benefit from enhanced worker productivity. This divide is evident in states like Maharashtra, where
large automotive firms maintain stable employment levels due to structured compliance programs, while smaller
firms in the same sector struggle (Menon & Rodgers, 2017; ILO, 2021).

Supporting Tables and Graphs
Table: Employment and Wage Changes Post-Minimum Wage Implementation

Employment Wage High Compliance Low Compliance
Sector Change (%) Change (%) States States

Agriculture -8 +10 Kerala Uttar Pradesh

Manufacturing +15 Maharashtra Bihar

Retail +12 Delhi Rajasthan

Services

Construction Stable Kerala Madhya Pradesh

VIl.  Policy Recommendations
Based on the analysis of minimum wage laws and their impacts on employment and wage growth across
sectors in India, the following policy recommendations aim to enhance wage policies for improved compliance,
equity, and economic resilience:

Simplification and Rationalization of Wage Structures

A critical recommendation is the simplification of India's complex minimum wage structure. With over
1,900 different wage rates across states, rationalizing the structure can reduce confusion, encourage compliance,
and streamline enforcement. The proposed national "floor wage™ under the Code on Wages Act should be further
supported by regional adjustments that consider local living costs. Simplification would make wage regulations
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easier for businesses to follow and for the government to enforce, leading to more consistent application across
sectors (Economic Survey, 2018-19; ILO, 2021).

Implementation of a Dynamic Wage Adjustment Mechanism

India’s minimum wage system would benefit from a more frequent adjustment mechanism, potentially
indexed to inflation or cost-of-living increases. Current revisions often lag behind economic conditions, reducing
their efficacy in protecting workers. Implementing a dynamic, data-driven adjustment system could ensure wages
remain aligned with economic realities and support wage stability for low-income workers, especially in high-
cost urban areas (India Wage Report, 2018; PI1B, 2019).

Improved Enforcement Mechanisms and Technology Integration

Effective enforcement remains a core challenge in India’s wage framework, particularly in the informal
and rural sectors. Recommendations include establishing a centralized digital dashboard that tracks wage
compliance and allows employers and workers to access wage standards transparently. A toll-free number could
also provide a channel for grievances related to wage violations, improving accessibility for rural and informal
workers. Strengthening the role of Inspector-cum-Facilitators and adopting digital tools for monitoring and
reporting can also help bridge the enforcement gap (ILO, 2021; Economic Survey, 2018-19).

Sector-Specific Approaches to Address Employment Sensitivities

Given that industries such as agriculture, textiles, and construction are more vulnerable to the costs of
minimum wage compliance, a sector-specific approach is recommended. In labor-intensive sectors, incentives for
SMEs to adopt wage standards, such as tax credits or subsidies, could offset potential employment impacts and
support compliance. This targeted approach would help ensure that minimum wage policies support rather than
hinder employment, particularly in sectors that employ large numbers of low-skilled or informal workers (NITI
Aayog, 2023; ILO, 2021).

Extension of Minimum Wage Coverage to Informal and Rural Workers

Expanding wage protections to cover informal sector workers, who constitute a large part of the Indian
labor force, is essential for reducing wage inequality and poverty. The Code on Wages Act’s aim to include
unorganized sector workers needs bolstering with strict implementation guidelines tailored to informal work
structures. This expansion, combined with awareness campaigns on wage entitlements, could significantly
improve compliance and wage standards for rural workers, who are often excluded from existing protections (PIB,
2019; India Wage Report, 2018).

VIIl.  Conclusion
This analysis of minimum wage policies in India reveals that the implementation of wage floors has
produced varied impacts across sectors, demographics, and regions, highlighting both achievements and ongoing
challenges in wage policy.

Summary of Key Findings

Minimum wage policies in India have largely succeeded in raising the earnings of low-wage workers,
particularly in urban formal sectors like manufacturing and organized services, where enforcement is generally
stronger. These increases have contributed to wage equity by reducing the income gap between high- and low-
wage earners. However, the effects on employment are mixed. While higher wages in well-regulated sectors tend
to retain stable employment, sectors reliant on informal labor, such as agriculture and rural services, often
experience workforce reductions as employers struggle to meet wage requirements under limited financial margins
(ILO, 2021; Economic Survey, 2018-19).

Gender disparities in minimum wage impacts are also evident, as compliance rates and wage gains are
lower among female workers, especially in rural areas where employment remains predominantly informal. This
indicates a need for gender-focused policy adaptations to ensure more equitable wage distribution across gender
lines (Menon & Rodgers, 2017; ILO, 2018).

Implications for Policy

To build on the successes of minimum wage policies, India could benefit from more flexible, region-
specific approaches that consider both urban-rural and sectoral distinctions. A streamlined wage framework with
a national floor wage, combined with regular adjustments for inflation and local cost variations, could help
standardize minimum wages without disproportionately impacting labor-intensive and informal sectors.
Strengthened enforcement mechanisms, possibly through digital platforms and grievance redressal systems, could
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also improve compliance and provide vulnerable workers with more consistent wage protections (NITI Aayog,
2023; India Wage Report, 2018).

Future Research Directions

Further research could focus on longitudinal impacts of minimum wage changes on informal sector
employment and worker welfare, especially in low-compliance regions. Additionally, exploring the effects of
minimum wages on productivity and skill acquisition across different industries would offer insights into how
wage policies influence overall economic growth and worker advancement (ILO, 2021; Columbia University,
2023).

In conclusion, while minimum wage laws in India have laid a foundation for reducing wage inequality
and supporting low-wage workers, their effectiveness depends heavily on targeted enforcement, streamlined
policy design, and continuous adaptation to India’s diverse economic landscape. These improvements will ensure
that wage policies foster inclusive growth and protect India’s workforce across sectors and regions.
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