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Minimum wage is the one which provides not merely for bare sustenance of life,
but also for the preservation of the efficiency of the worker. For this purpose, the
minimum wage must also provide for some measure of education, medical
requirements and amenities. Minimum wage may be tied by an agreement between
the management and the workers, but is usually determined through legislation.
This is more so in the unorganised sector where labour is unionised. In the
fixation of minimum wages, besides the needs of workers, other factors like ability of the concern to
pay, nature of the jobs, and so on, are also considered.
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Fair wage is understood in two ways. In a narrow sense, wage is fair if it is equal
to the rate prevailing in the same trade and in the neighbourhood for similar work.
In a wider sense, it will be fair if it is equal to the predominant rate for similar
work throughout the country and for trades in general. Irrespective of the way in
which fair wage is understood, it can be fixed only by comparison with an accepted
standard wage. Such a standard can be determined with reference to those industries
where labour is well organised and has been able to bargain well with the employers.
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Living wage is a step higher than fair wage. Living wage may be described as one
which should enable the wage earner to provide for himself/herself and his/ her
family not only the bare essentials of life like food, clothing and shelter, but a
measure of frugal comfort including education for children; protection against ill
health; requirements of essential social needs; and/or measure of insurance against
the more important misfortunes including old age. A living wage must be fixed
considering the general economic conditions of the country. The concept of living
wage, therefore, varies from country to country. In the more advanced countries, living wage itself
forms the basis for the minimum wage.

In India, minimum wage is determined mainly for sweated industries under the provisions of the
Minimum Wages Act, 1948. Fair wage is fixed for other industries considering prevailing rates of
wages, productivity of labour, capacity of the employer to pay, level of national income and other
related factors.

Tribunals, awards and wage boards play major role in fair wage fixation. Many people are of the
opinion that living wage is a luxury for a developing country like India and can therefore be deferred.
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Fair wage
Equal to the rate
prevailing in the same
trade and in the
neighbourhood. or
Equal to the
predominant rate for
similar work throughout
the country.

Living wage
Higher than fair wage.
Provides for bare
essentials plus frugal
comforts.

Minimum wage
Providing for
sustenance of life plus
for preservation of the
efficiency of worker.
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the learning curve is that much shorter. For instance, in marketing, if the target audience is
women, it is an advantage if a woman is in charge of the brand,” says Prem Kawath, HR
Manager, HLL.6

The fact that mismanaging diversity shall result in dysfunctional consequences should not be
ignored. When not managed effectively, diversity tends to lead to higher turnover, heightened
interpersonal conflict and more difficult communication.

Exhibit 2.1 Management Diversity at Pacific Bell
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6. Non-involvement of operating managers renders HRP ineffective. HRP is not strictly an HR
department function. Successful planning needs a co-ordinated effort on the part of operating
managers and HR personnel.
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The HRP is a five-step process. The steps are:
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Key Terms

Delphi technique Management inventories
Downsizing plan Skills inventories
Flow models ‘Top-down’ and ‘bottom-up’ approaches
HRIS Turnover rate
HRP
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Discussion Questions  

1. Comment on Fig. 4.3.
2. How can redundancies of labour in public sector units be removed? Discuss.
3. “As organisations become more global, HRP becomes more important and complex.” Elucidate.
4. Suppose HR planners estimate that because of several technological innovations your company will

need 25 per cent fewer employees in three years. What actions would you take today?
5. How is organisation-wide planning different from HRP? How are they similar?
6. How can organisations develop accurate HR plans when there are so many rapidly changing

environmental factors over which managers have little or no control?
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