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What Noida’s Factory Prote

sts

Mean for India’s Wage Debate

TIMETO FIX WAGE FORMULA Noida labour unrest underscores need for data-led pay frameworks, ad hoc hikes wor't solve India’s wage puzzle
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regions. A hike of over 20% is rare
among Indian states, which shows °
both the urgency and the political
sensitivity of the issue.

Critics contend that the govern-

Wage in
20212

Wage in 2026

 Inflation Rate in Labour Supply States

ALV LA 3 (From January 2021 to December 2025)
Growth capita income 2
rate% in 20252 [ [nflation rate (%)

ment caved into the workers' de. Uttar Pradesh 9,078 13690 508 9,048
mands t00 quickly and they have | Madhya Pradesh | 8,700 12425| 428 | 12718
warned that the steep wage hikes Odisha ‘ 8,086 12012 480 | 14080
could iriflate operating costs, strain 3 e ’ : . : :
employers' ability to absorb the in- Z— Y, [ 7,904 11336 434 | 5776
:m and may pote_ntj‘iﬂly lead to (RN, WestBengal | 7.690-8779 | 9760- 10383 223 13622
hiringor even job losses. EW  Source:Simpiiance, Economic Survey 2025-26

UP RAISES WAGES P

UPraises mini-

mumwages by

over 20%in

Noidaand Ghaziabad
after worker protests,

across the country.

b FNA th d Minimum wages for unskilled
FINEIN, Wi - workers have increased across
g g .e age € both labour-demand and labour-
bate back intofocus supply states over the past five
years, though unevenly Higher-

But a comparison of minimum paying labour-demand states such
wages with inflation between 2021 as Delhi, Karnataka, and Kerala
and 2026 highlights the mismatch. have seen relatively moderate
AllIndia inflation was 26.6% for growth, while Tamil Nadu and Guj-
the five-year period, while food arat have recorded sharper in-
pricesroseevenfasterat28%,erod- creases, narrowing inter-state
ing much of the nominal wage wage gaps. Labour-supply states
gains. As a result, workers have like Odisha and Bihar have seen
seen limited improvement in real the fastest growth rates (40-50%+)
purchasing power. although from a low base, indicat-

This dynamic varies across re- ingadegreeof Wage convergence.
gions. Labour-demand states, UP's recent revision has pushed
whichattract workersduetobetter itsfive-year wagegrowthtoaround
job opportunities, contrast sharp- 50%, up from 24.6% earlier.
lywithlabour-supply states, where ~Itisalsointerestingtonote that in
surplus labour drives out-migra- labour-demand states, minimum
tion. With an estimated 420 million  wages remain low relative to over-

migrants in2020-21, including13%  all per capita income, pointing to

rants, these imbal- unevendistribution of gains.Inla* “ In.
ances continue toshape wage pres- . bour-supply states, relatively high o

age incomes reflect weak job mar-
kets and the need to create more

productiveemployment.

A comparison of minimum wage
trends with inflation between 2021
and2026suggeststherecenthikein
UP is less of an outlier than it is
made out to be.
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Just kept pace with or in some VARYING DYNAMICS
cases fallen behind inflation. In

Delhi, inflation stoad at 157% Labour-de-
against wage growth of 16%, while

in Karnataka, inflation reache? mand states,
28% compared to wage growth o o

gz.s%. These trends point to a Wh|Ch attract
roader pattern of rising living

cost eroding much of thenominal  WOTKersdueto better

Wwage gains workers have received
over the past few years.

In contrast, laboursupplying
States such as Madhya Pradesh, Od-
isha, and Bihar have seen wages
grow faster than inflation, although
from amuch lower base. Odisha re-
corded wage growth of 48% against
inflation of 25.6%, while Bihar saw
wages increase by 42.8% compared
to inflation of 26%.

This hashelped narrow inter-state
Wwage gaps to some extent. However,

jobopportunities, con-
trast sharply with la-
bour-supply states,
where surplus labour
drives out-migration

cially across neighbouring states,
seem to be causing discontent seen
inregionslike Noida.

Wages, however, cannot be viewed
in isolation, A mini i

workers to move beyond subsist-
ence, towards savings and a better
quality of life, wage growth must
Dperiodically outpace inflation.
This becomes clearer when seen
alongside household finances. In-
dia’s net household savings as a
share of GDP has declined from
7.1% in FY15 to 5.2% in FY24, de-
spite a temporary increase during
the pandemic. At the same time,
household liabilities have risen
sharply, from 3% to 6.2% of GDP,
growingnearly fivefold in absolute
terms. In contrast, corporate pre-
tax profits across listed and unlist-

ed firms reached an all-time high |

of 15.5% of GDP in2025.

There is little justification for
lower minimum wages in labour-
demandingstates.

Overall, these trends suggest that
households are increasingly rely-
ing on borrowing to sustain their
standard of living. Incomesare not
growing fast enough to support
both consumption and savings,

even as aspirations rise with peo-
ple spending more on education,
housing, and consumer durables.

Particularly, out-of-pocket health-
care expenses impose a dispropor-
tionate burden, and they are not
fully captured in standard infla-
tion measures.

This growing financial vulnera-
bility has wider labour market im-
plications. Workers with limited
savings are more exposed to
shocks, as seen during Covid, when
large-scale reverse migration dis-
rupted both labour-demanding
and labour-supplying regions.
Without adequate financial buff-
ers, even minor disruptions can
trigger such instability.

Against this backdrop, states
need to move beyond broad zonal
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PSR Inmany indus-
Rl trial labour-
demanding
states suchasDelhiand
Karnataka, wage growth
hasonly justkeptpace
withor in some cases
fallen behindinflation

classifications and adopt a more workers access jobs, ensure com-
granular, data-led approach to set-- pliance with minimum wage
ting minimum wages. District-lev- norms, and improve access to wel-
el or cluster-level differentiation fareand grievanceredressal. With-
based on cost of living, industrial out such support, even well-inten-
concentration, andlabour demand tioned wage hikes may get diluted
would be more effective. Industrial in practice.
belts like Noida, Sanandand Sripe- ~ Concerns about the impact of high-
rumbudur face urban cost pres- erminimum wagesonhiring, partic-
sures and higher productivity po- ularly for MSMEs operating on thin
tential, while hinterland districts margins, have somemerit. These can
that face labour surplus and lower be addressed through targeted sup-
productivity may need a different, port such as temporary tax relief,
lower minimum wage. wage subsidies, and productivity-
The wage debate must also ac- linked incentives, rather than by
count for the realities of a highly holdingback wage growth,
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