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Andrés Marinakis?
1. Introduction

The concern on wages has been present at the do®tfre very beginning of the
organization. The Labour Charter included in thealy of Versailles, which later
became the ILO Constitution, already establishedhéed of satisfactory wages. Just
after enunciating that labour should not be reghiatea commodity, and the right of
association, the third guiding principle consideiregortant: “The payment to the
employed of a wage adequate to maintain a reasestdoidard of life as this is
understood in their time and country” (in Barne32@). The Preamble to the ILO’s
Constitution expresses the concern on the congitdbfabour, and among the main
areas of improvement it mentions “the provisioranfadequate living wage” as well
as “the recognition of the principle of equal reratation for work of equal value”.

Although the question of tackling the wages issas wlearly in the ILO’s mandate, it
took some years to include it in the normative agerccording to Johnston (1970)
“Its hesitancy in beginning the job was due tadalization that the international
regulation of wages was an even more difficult eratian the international
regulation of hours of work” as not only is a mattésocial justice, but is also a key
element of economic and financial policy. In adxhtithe unit of measure is more
complex than measuring working time, as it is adfddy the dynamics of exchange
rates and cost of living.

Despite this difficulty, before the end of its fidecade of existence, in 1928 the ILO
had managed to agree on an international conveatianinimum wage fixing at a
time when this type of instrument was still veryexaSince then, the role of the
minimum wage has evolved from an instrument ofgution of a limited group of
workers exposed to exploitation, to an instrumémoonomic development of broad
coverage. The application of minimum wages alsaegpd geographically. Ninety
years after Convention N° 26 was adopted, more 9¥gpoer cent of countries have
legislation on minimum wages (ILO, 2006). This mak&nimum wages one of the
most extended instruments for regulating the lalmoanket.

During all these years, however, the importanceades in ILO’s agenda has passed
through different periods. Since the creation efHlbO, until the adoption of
Convention N° 131 in 1970, wages were a centrateonof the Organisation.
Among other facts, this is illustrated by the refere at the Preamble of the
Constitution, in the Declaration of Philadelphia ¢hinimum living wage to all
employed and in need of such protection”), andheysustained ratification of
Convention 26 which, by the late 1960s was thalthiost ratified ILO Convention.

After that point in time, the importance of minimwmages diminished for many
different reasons. On the one hand, Convention34°Highlighted its relevance for

! Labour market policies and labour institutionscigkst, Subregional Office for the Southern Coffie 0
Latin America, ILO Santiago. | would like to thadlci Eisemberg for her efficient assistance during
my stay in Geneva. | would also like to thank Gesrgolitakis, Gerry Rodgers, Zafar Shaheed and
Manuela Tomei for exchanging ideas and for thefaitexd comments. | also benefited from the
comments of Catherine Saget, Francois Eyraud, amieDVaughan Whitehead. My thanks to all of
them for their help in reconstructing this longqaeof history.
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developing countries, in practice giving a reaspmtlustrialised countries to exclude
themselves from a more extended application ofrtsieument. In addition, the
emphasis given by the Office to employment durlmgy1970s, eclipsed the relevance
of minimum wages which became one variable amongyrmathe determination of
employment. Finally, during the 1980s and 1990s nimimum wage came under
attack by mainstream economists, who saw thenrigg#ty which impeded the
correct functioning of the labour market.

This article will present the evolution of the nmmum wage policy and the role of the
ILO.

2. Shaping the concept of minimum wages as an ingtnent to limit exploitation
(1919-1960)

2.1. What kind of minimum wage?

The ILO work on wage issues was very much deterdhimethe general view that
labour is not a commodity and, therefore, its pdoald not be determined only by
demand and supply. On the contrary, it was beligkiatisome kind of state
intervention was needed, determining an adequateylivage.

By the time the ILO was created in 1919, minimungaswere applied in very few
countries under a limited scope. In Great Brithieré were experiences of Trade
Boards in certain industries (“sweated industrig¢s/ing to avoid exploitation,
especially of women and homeworkers. Australialded Zealand fixed minimum
wages by industry and regional districts. The Whisates had minimum wage
passed by law in six States and Canada in fouripees. In France and Norway there
were experiences of minimum wage fixing in the itexindustry, particularly
concerning home workers.

The information about the different national syssesas fragmentary and very soon
it was discovered that the international commulgitked the basic statistical
standards to make data comparable. Despite thietrekperience and knowledge on
the subject, the expectation of setting a minimuagevievel of international
application was part of the initial considerati@mshow to develop this instrument.

The question of minimum wages was raised by thegagion of Paraguay at the first
session of the International Labour Conference lelWashington, making reference
to the third principle contained at Article 427tbé Versailles Treaty. At that time,
they proposed that a Commission would be formexdudy the subject and to prepare
a report for the following Conference.

In an internal note for the Director General, Jae®n (a British ILO official, head
of the statistical branch) developed the advantagddifficulties for establishing a
minimum wage through an international agreemeetgtémeral principles to consider
in the determination of a minimum wage, as wellhesexisting legislation in various
countries (Nixon, circa 1920). The implicit questithis note tried to answer was if it
was possible to determine a minimum wage level whauld be applied in every
country.



In that note, Nixon pointed out that the determorabf minimum wages is a very
complex matter, very different from other labowrgtards. “A minimum wage differs
from other minimum standards in that the standating, expressed in terms of
commodities or amount of money, differs so grefitlyn one country to another that
makes almost impossible, if not totally, to fixiaternational standard.” He
concluded: “Consequently, each state has to daterits own standard and all that an
international Conference can do on this matteetssrtain principles which should
be followed by each state’He also recommended the Office undertake the
preparatory work needed before setting up any Casion, and suggested not to
include this issue in the agenda of the 1921 Cenf.

At the Conference held in Stockholm in July 192% Governing Body accepted a
British Government proposal instructing the Offioaundertake studies in different
countries on fixing wages in poorly organized irtdes. The work of the ILO took
three different forms. In the first place, the mistional Labour Review published
studies on the problems of setting minimum waggsvell as many country studigs.
In 1924, as currencies became more stabilized . tBdegan to compile statistics on
real wages of occupations in certain industrializedntries (Johnston, 1970). Finally,
in the context of International Conferences of Lab®tatistics, the ILO made
proposals on the most appropriate methods for miegswages.

The result of this research presented a very peatiperspective, quite different from
the prevailing economics. “Evidence available freemme ILO member countries
indicated that minimum wage regulation promotedisidal peace, increased the
level of output and sustained employment levelfigly uncompetitive labour
markets, where employers were exceptionally powarfteducing wages, minimum
wage legislation could help provide a measure ahtervailing power in support of
disorganized workers. ... That research was implidtiyical of the orthodox
economic theory of wages resting on the principlmarginal productivity” (Endres
and Fleming, 2002).

Part of the preparatory work done by the Officemyithese years was related to the
development of appropriate methods for measuringesand hours of work. The
Fisrt International Conference of Labour Statisiins was held in Geneva by the end
of 1923 to discuss the development of statisticaages. The points under discussion
were varied and many of the proposals were expetahelhe usual sources of wage
statistics came from inspection records, pay baoldispute settlements, while the
report proposed to develop surveys, raising thatiueof sampling, selection of
representative industries and typical occupatidhs.report also discusses ways of
comparing wages at different times, presenting hatkused by the Australian
Bureau of Census and Statistics that combined watge and cost of living data with
the unemployment rate to “obtain results more ctos#ctual wages of workers”
(ILO, 1923). With regard to the international compan of wages, a number of
alternatives were proposed: adjusting wages to@exi number of prices of selected
products in all countries; calculating the numbienaurs worked necessary to buy a
given group of commaodities; or combining wage stats with cost of living index
numbers, exchange rates and the purchasing powerrmncies.

2 Original text in French, my translation.
3 Australia and New Zealand, the United Status, GBeiain, France and Norway.
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The cost of living question was discussed in detailng the Second International
Conference of Labour Statisticians, held in Ap8R5. At the time, this was a rather
new concern as prices moved slowly before the wdrchanges in cost of living
were estimated considering the variation in vevy tems of ordinary consumption
(ILO, 1925). Since the beginning of the First Wodtar, the rapid changes of prices
in all countries made evident the necessity toutate index numbers to show
changes in the cost of living. Index numbers wemmiled by bipartite committees,
local authorities or by the Statistical Office, amdre increasingly used as a basis for
wage bargaining, or even in the application of mtic wage adjustments by a
“sliding scale”.* The importance rapidly acquired by the cost ghlivindex numbers
required that a number of principles were conststexpplied in order to remain a
credible source of information and a basis fororal and international comparisons.

The inclusion of the minimum wage subject in therata of the 1923 International
Labour Conference was rejected by one vote “untthemic conditions had become
more stable” (ILO, 1927). In October 1924 the Gousy Body decided to include
minimum wages in the provisional agenda for the6l@anference, but had to be
postponed giving precedent to other matters. Thennuim wages issue was finally
discussed during the 1927 and 1928 sessions @dhéerence.

2.2. Developing an International Convention on Mininum Wages

It appears that this idea of setting up an intéonat minimum wage was still present
during the technical discussions that took plagenduall these years and raised many
concerns and doubts. However, this matter seemieavi® been definitely buried after
the British proposal to include the wages itemhm agenda of the 1927 Conference.
In a memorandum sent by Humbert Wolfe, from theigriMinistry of Labour, to the
Deputy DG, Harold Butler, it is made clear thahéte is no intention to suggest that
wages should be fixed by the convention itself,rhately that wage-fixing
machinery in the various states should be examifl@gd.means that at the most, the
convention might suggest some additional form ofevfixing machinery to cover
certain limited industries, babuld not in any circumstances suggest actual wage
level$ (Wolfe, 1925)°

On the contrary, the British proposal made cleat the Convention had to be very
widely drawn, giving considerable freedom of actiorgovernments. In addition,
they considered that the scope of the conventionldibe limited to those trades with
most extreme working conditions, which could vagni country to country, such as
home-working trades.

The law and practice report prepared by the Officehe first discussion of the
proposed convention on minimum wage fixing elabatain the basis of an extended
knowledge of the minimum wage systefriEhe objectives of different minimum

* According to the ILO report (1925), nearly 3 nuitii workers in the UK benefited from regular and
automatic adjustments of their wages accordingat@tions in the cost of living.

®> My emphasis. Humbert Wolfe played a very actiVe io this process as British Government
delegate, and was elected Chairman of the Comnatteainimum wage fixing machinery that
prepared the questionnaire sent to the countries.

® The countries reviewed were:



wage legislations were: “the elimination of the et of unduly low wages to the
workers and the elimination of unfair competitiorthin employers with regard to
wages” (ILO, 1927). Poor organization of workerssw@entified as a key reason for
their low wages. On this regard, the report stétatlsome analyst believed that
minimum wage fixing would strengthen organizatiansl increase workers
participation, leading to an extension in colleetbargaining, while other argued that
fixing minimum wages and other working conditionsul reduce workers
motivations to organize.

Another point of debate was if minimum wages shdaddixed considering the
objective of a “living wage”, or should be determhtaking into consideration the
capacity to pay in different industries. The faternative considered workers needs,
regardless of industry. Estimates of the living eagried depending on the quality of
life to attain (“mere subsistence, the amount resrgsfor health and decency, and the
amount necessary to provide a standard of comfdutit) permitted establishing a
general minimum wage, with the possibility of makiegional differences on the
basis of cost of living. The second method gaverijtyi to the capacity of industry in
general, according to the conditions in that indusgt third method was to fix
minimum wages in relation to the level of wagesviork of similar difficulty in

other industries.

A third controversial point was if minimum wage®sh take into consideration the
needs of the worker alone, or of the whole fanmiygeneral, where the living wage
principle was adopted, the practice was that thermim wage of an adult male
worker should cover the requirements of a man wita and two children, while for
adult female workers the wage is to be based oretiigrements of a woman without
dependents. Such provisions could be found in NeutfSWales (Australia), in
different States and Provinces of United States@amtada. This differentiation “is a
safeguard against the consequences of the coropatitfemale workers partly
maintained by the earnings of others. Women arld @ino are only partly dependent
on their own earnings may force the wage downlevel inadequate for
maintenance” (ILO, 1927). This idea was stronglfigzed by the advocates of the
principle of equal pay for equal work. The usualp@nse to this criticism was that
women’s wages applied to work performed in différ@ecupations than men.
Following the equal pay principle, the practicéAustralia was that where men and
women were employed on identical work, the sameawegl to be paid.

The proposed questionnaire included a number afitlehs and precise alternatives
with the idea that the final instrument had cle@emtations for its implementation.
The adopted questionnaire, however, showed thatdimemissioners preferred to give
more room to governments, especially consideriegdht that various minimum
wage fixing systems were already in applicatiors thiat the final drafting of the
Convention should facilitate ratification.

Europe: Germany, Austria, France, Great Britain l[dodhern Ireland, Hungary, Irish Free State, ltaly
Norway, Rumania and Chekoslovakia.

Americas: Argentina, Canada, United States, Mexiraguay.

Australasian: Australia and New Zealand.

Africa: Union of South Africa.



In the introduction accompanying the questionnsémet to the governments, it was
stressed that the objective was to provide anungnt for minimum wage fixing
machinery, “and the Governing Body itself maddetc that there was no question of
actually fixing a minimum wage and still less, olucse, of fixing an international
minimum” (ILO, 1927 (b)). Although the limited scef the instrument was evident
from the content of the questionnaire, this expbeiclusion probably intended to
avoid any misunderstanding and facilitate the cetingh of the questionnaires.

From the three points mentioned above, the lastelaéed to the consideration or not
of the family was not included in the proposed dgaiestionnaire. The idea of a
“living wage” was not part of the alternatives dedeh which turned around a more
limited scope. Some commissioners wanted to lingtdcope of the Convention to
home-workers only, but after a vote it was decithed both home-working trades and
other industries should be retained as optionkarguestionnaire (ILO, 1927 (b)).
The determination of what was meant by “exceptigrialv wages” and “defective
organization” was extensively debated, including ittea of setting specific statistical
indicators to establish these situations, but wesly rejected, leaving to
governments the determination of these.

The questionnaire was responded by 22 countrieshimh 18 were European, the
others being New Zealand, Canada, India and SofiittaX The great majority of
Governments considered that the Conference’s decssiould take the form of a
Convention (14 countries) rather than a Recommendéive countries). Their
replies offered a good indication of their approtmliards the issue.

In general, countries where collective bargainirag\wore developed were either
skeptical about the need to introduce minimum wageg mechanisms, or would
only support it if limited to home-worker activiseFor example, Finland’s response
mentioned that workers’ organizations were oppasdd\W fixing by the State,
Germany considered that there was no need for @maat to fix minimum wages
and that it would be seen as a retrogression. Svi&desponse also indicated the
disapproval of both workers and employers’ orgainzs of State intervention in
wage fixing. The Netherlands said that state shoalg intervene on low wages
where the trade union movement is impossible tameg. Austria, France and
Norway also give preeminence to the developingotiéctive bargaining (see ILO,
1928). In fact, five governments that were in favotia Convention wanted that the
scope would be limited to home working trafiés.order to make the draft
Convention acceptable, it was agreed that the Govents should be free to
determine the scope of their machinery.

The responding countries also rejected the inatusfariteria for minimum wage
fixing, as well as indications on the method. Thesdters were considered more
appropriate for a Recommendation. The majorityhefGovernments considered that

" The response from Canada, in fact, corresponddiifierent ones, sent by British Colombia,
Manitoba, Ontario and Quebec.

8 Austria, France, Germany, the Netherlands andniloldomework consisted mainly of work done in
the home or place that did not belong to the ermgrloyithout direct supervision, generally paid by
piece produced. It was extended in the clothingisiy, but it existed also in other trades. Coréige
that their lack of organization resulted in undgrpant, it was generally accepted that this group
needed some kind of protection.



the draft Convention “should only lay down gengmahciples and not go into
detailed methods of application” (ILO, 1928). Oe thther hand, they agreed to
include full preliminary consultation with workeasd employers organizations in
concerned trades, as well as to recommend theirpocation in the minimum wage
fixing bodies, while governments should appoinependent persons.

Convention N° 26 and the related RecommendatioBIN#&ere adopted by the
Conference on 16 June 1928. Reading Conventionitt@ut an indication of the
historical context, it may be seen as a very sstap in the direction of improving
labour conditions. During many years this topicamtered both hidden and open
resistance, as it raised many concerns. Probdid@ynain concern at the time was the
possibility of setting a minimum wage level foremational application. It is clear
that this idea was considered at a certain poitit thie objective of avoiding that
trade competition be based on low wages. The codqtylef the task, as well as the
related implications on the economic and finandeesgs, worked in favour of those
against this idea.

A second difficulty was to convince countries witktended collective bargaining
that there was a need for State intervention inedegng. As it was mentioned, the
whole discussion was very much influenced by Euaopmuntries, where both
unions and employers’ organizations were reludiagive up their space. In their
view, the deepening of the industrialization precesevery country would lead to
stronger organizations across the vast majoritpdidstries and activities, rendering
unnecessary any intervention. At the most, theylevagree that a minimum wage
was fixed for a very limited scope, i.e. home-wasker certain low paid activities.

In retrospect, Convention N° 26 was a key elementurning a popular demand into
a recognized instrument for policy interventiorthie labour market, becoming part of
the different labour institutions. In the 1920syé&w countries had a minimum wage
and there was very limited knowledge about theifipiies of the application in each
country. The ILO was given a concrete mandate toedearch on this topic, spread
the results of it through publications and confees) and develop the statistical
definitions in order to make information comparalbtethe following years this was
the main course of action of the ILO, playing ampartant role in industrialized
countries and increasingly in the developing world.

During the debate, certain countries expressedlidlve that minimum wage fixing
was not necessary as collective bargaining wowelde, covering the majority of
the work force. Unfortunately, this prediction neeame true, especially in
developing countries. Therefore, the possibilityrtake use of the minimum wage
was proved to be a very important policy instrumanhany countries and the very
existence of the Convention, in addition to th@infation work done by the ILO
played a central role in this process.



2.3. The first years of the Convention

Shortly after its adoption, the Convention wasfiedi by Germany, the United
Kingdom, Spain, China, Ireland, Italy and Francet Bery soon the idea of
improving the working conditions by setting a minim wage in low paying trades
encountered a serious challenge with the crisik®fl930s and the following
economic depression.

During these years, there was a general feelirtgsti@mal reforms and improvement
in labour standards had to be slowed down. In thelsvof Albert Thomas, “the
atmosphere to which the depression gives risahtinaght that now it might be
necessary to restrict social reform and to keepeptwe legislation down to the limits
set by economic possibilities — a suggestion wkmme of the employers’
representatives have made to us — all of thesefullyraware. ..l have always noted
that, according to the Governments’ own statemehgs been economic conditions
which have prevented them from ratifying ConvensioiLO, 1948 b)? Of course,
this comment was also valid for the recently addgienvention on minimum wage
fixing machinery.

The economic depression put into question a numibeconomic principles widely
accepted at the time and provoked very intenseisésons about the best strategies to
overcome it. One of the discussions had to do thighmost appropriate wage policy.
The economic depression started a vicious circleneimployment, decreasing wages,
lower demand and investment. On the wages issug sgsonomists were in favour

of letting the economy find a new equilibrium poatta lower level (disregarding the
social cost of it), while others believed that acrease of wages could help in
reverting the cycle (in the hope that inflation Wwblag behind, permitting real wage
increases).

These two positions were, in fact, a continuatibthe debate that took place in the
1920s period of recovery of the First World Warridg an ILO study tour to the US
and Canada, Richardson observed that the “doatfihggh wages” prevailed. It
appeared that cooperation between workers and gerglmmade possible to increase
productivity and set high wages. “Higher real wagrese an effect and cause of
higher productivity from the worker’s point of vieand higher real wages
encouraged employers to increase efficiency irugeeof labour” (Endres and
Fleming, 2002). However, in countries with openreraies and older industries, the
dominant perspective was that wage increases \weited by international
competition in a context of fixed exchange rates.

There is some evidence that this debate also tlzamle @t the ILO. Addressing the

Conference in 1931, Albert Thomas formulated thgesadilemma. “We are faced
with two main tendencies. Some people are in favbtine workers’ demands and
say “High wages are the foundation of industriaigmerity”. Others maintain that

there is only one way of alleviating the depresstorilower wages so as to reduce
costs of production and consequently increase copsan.”

° Speech at the Internacional Labour Conference? 193
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He also expressed his doubts on the wage cutegyrdl also have the gravest
doubts about the idea that wage reductions cowldige a cure. The theory put
forward on this subject might at most be validifatustries working for export. If,
however, wages are reduced in any given countey, will be reduced in the
neighbouring countries too. Besides, if it canrm®shid with certainty that high wages
are the cause of the depression, | believe veopgly that on the contrary, wage
reductions will still further diminish consumptiofiLO, 1948).

In most countries there was no active interventibtine state in the area of wages
during the depression. “However, a few countriesably Australia, France and the
United States, undertook to promote recovery thinougge policy” (ILO, 1948). In
the case of Australia, the strategy consisted igen@uts, which were mostly
compensated by deflation of prices as a resukassion. It is estimated that the
main driver for Australia to recover was the exa®rate depreciation which enabled
to increase exports. In the case of France, thergavent of Léon Blum implemented
an expansionist recovery policy, which included eagreases. Again in this case
the exchange rate policy played a significant noldhe outcome (when the French
franc was devalued, production increased and uremant rates reduced). In the
case of the US, the National Recovery Act of 1938kt recovery through an
increase of the worker’s purchasing power, whiabusth be achieved by the
agreement of employers to the Act and strengthemitg uniong®

A resolution submitted by the worker delegate alidn and adopted during the
Nineteenth Session of the International Labour €aarfce in 1935, requested the
Governing Body “to consider the desirability oftingting the Office to correspond
with the States Members and request them to catestinmediately a wage-fixing
machinery in their respective countries ... in purggeof a Draft Convention adopted
at the Eleventh Session of the International Lali&amference” (ILO, 1935).

Taking aside Europe, Latin America was the regiticty more quickly embraced the
idea of minimum wages. Considering the interestesged on minimum wages
during the First Labour Conference of the Americakl in Santiago in 1936, for the
Second Conference held in Havana in November 193910 prepared a book
containing short notes of 10 countries and mondwab 5 countries. At the time, a
considerable amount of countries in the regiondlezhdy adopted the principle of
minimum wages in different forms. The monograph®sisin some detail the first
steps taken to put into practice this policy (ILK®39).

By the end of the 1930s, 22 countries had ratiiedvention 26, half of the
European countries, six from Latin America, New|ded, Australia, Canada, South
Africa and China. Much more disappointing was t&ication record during the
1940s, when only Venezuela and Switzerland becarteep to the Convention.

2.4. A very particular request; the Ford - ILO inquiry **

Since the very early years, the ILO worked on abittegy statistical information on
wages, elaborate a common set of criteria for veageeys, and disseminating the

% For a more detailed account of these 3 casesl €ee948.
M This whole section is drafted on the basis of & Gtazia (2005). For a complete account on the Ford
— ILO enquiry see chapter 2, “A decent standarivofg”.
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information though publications. Addressing the féoence in 1931, Albert Thomas
acknowledged that, although all this work was wealpable, the Organisation had to
develop a possible wage policy, give practical ficgnce to “the definition given in
the Treaty of Peace — an adequate living wage” ([L9%48b). He believed that the
ILO had to do more research on this issue, ofype tlone by the Wages and
Statistical Committees with the Ford enquiry.

He was referring to a request made by Ford Motang@amy to the ILO on living
costs in Europe in order to determine their payesca their existing or projected
plants. They wanted to know how much their Europgarkers should be paid in
order to have the same standard of living of tDeitroit workers. This exercise
consisted, first, in determining how the Detroitriwgrs spent their wages, and then,
how much would it cost to consume an equivalenkéiags a number of European
cities.

This request was very interesting for the ILO omgngrounds. On the technical side,
it was an effort in exploring the idea of a “stardlaf living” and the different cost of
satisfying a common standard in different citien.t®e practical side, the fact that
one of the most dynamic American companies askedlLid to provide this
information, positioned the Organisation as a wesgful institution. On the side of
ideas, Ford represented the “high pay strateggleoklopment, the possibility that
workers and employers could cooperate by applyigh labour standards and
achieving high productivity, which was close to th® spirit. Finally, on the

political arena, this would be one additional wayrging to bring the US closer to
the ILO.

However, this same request involved certain riBkst, it was a very costly exercise
part of which was financed by a philanthropic foatioh. Second, Ford was accused
of being engaged in dumping, and the idea of dgwetpa high wage strategy in
Europe could just be a way to overcome protectionis

At the time the field work started, the New Yorlo&t Exchange collapsed adding a
complication for the exercise, as well as changimeglong term strategy of Ford in
Europe. A number of countries abandoned the galadstrd, the crisis resulted in
large unemployment and a drop in prices, chandirntge parameters of the work
done. The final study was published before being@ped by the Governing Body of
the ILO, as Thomas feared that difference of omgioould block its publication.
After the Governing Body protest, a revised versi@s presented as a statistical
exercise and was titled “A contribution to the stad international comparisons of
costs of living”.

2.5. A Convention for minimum wage fixing in agricuture: under the same
principles

The scope of Convention 26 was limited to induatrgd commerce. It did not take too
long to realise that this was clearly insufficieggpecially considering that agriculture
constituted one of the most important sectors efetonomy in many countries. In
addition, statistical information available at tivae indicated that wages in
agriculture were below wages in industry, as welarking conditions in general
were poorer in agriculture.
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Taking into consideration a resolution submittedhsWorkers group, the
Governing Body included the question of minimum wéging in agriculture for a
preliminary discussion at the Agricultural Commatie 1938. The Committee asked
the Office to carry on studies on this issue, i objective of considering the
possibility of including this topic into the agendithe Conference. The outbreak of
the Second World War, however, postponed dealinky this issue for two decades
(ILO, 1949). However, discussions on the issueinaet to take place at the regional
level. The Fourth Labour Conference of the AmeriSsates members of the ILO
held in Montevideo in 1949 adopted a resolutiorardimng the conditions of work in
agriculture, recommending the adoption of specifisimum wages for them
considering their productivity and their personad d&amily needs (ILO, 1954).

There are many particular conditions in agricultilva call for wage regulation. First,
it is difficult to develop collective bargaining ass complicated to organise rural
workers due to geographical dispersion. Second| wworkers experience intense
fluctuations of income as a result of higher vditgtin products prices and climate
influence. Third, in developing countries rural éayment is characterised by low
productivity. Low wages discourage efficiency aaa lproductivity rule out the
possibility of higher remuneration. Finally, lowiecomes in rural areas constitute an
incentive for migration to urban areas.

For all these reasons, national wage regulatioamdg@d during the 1930s and 1940s,
giving more favourable conditions for discussing gossibility of drafting a
Convention on minimum wage fixing in agriculturénerOffice Report to the
Conference pointed out that “wherever the Staerweines in wage regulation there is
a tendency to raise the income level of the agucelworkers, to provide them with a
large measure of stability and continuity of emphant and to protect the industry
from severe economic fluctuations” (ILO; 1949).t8tmtervention could take the
form of fixing minimum wages by law (Argentina, GuldMexico, New Zealand and
Uruguay, for example), or setting up a specific miaery for wage fixing (Brazil,
France and the UK). Wage regulation through calledvargaining between
agricultural workers and employers was applied ustAa, Italy, the Netherlands and
Scandinavian countries.

Among rural workers organizations also took pldeedebate on whether to accept
wage intervention or to develop collective bargagniEven accepting that the
conditions in rural areas were more difficult, @svstill expected that once collective
bargaining was introduced it would spread as ipeapd in manufacturing. During
the 8" Congress of the International Land Workers’ fetiereheld in Prague in 1928,
“the great majority of agricultural workers’ uniodsl not hesitate to declare the
choice for collective bargaining.... it was only flees important unions which did not
oppose State intervention” (ILO, 1949). By 1935whuer, the ? Federation
Congress held in London reconsidered this poséimhin 1936 the Executive
Committee of the Federation was “ready to contete@asystem of State regulation
of wages, and it formulated a request to the I@ttBonal Labour office that the matter
should be discussed at the First Session of thedant Agricultural Committee”
(ILO, 1949).
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The replies of the governments to the ILO questinmenimited very much the scope
of the instrument. The majority considered thatittternational instrument should
take the form of a Convention, which should seydhé general principles, and a
Recommendation establishing in more detail the oustof application. The
respondents did not consider necessary to inclyease definition of agriculture,
establishing that it should apply to all workerspdmyed in agricultural undertakings
and occupations.

When the Committee on Agricultural Labour examittesldraft text proposed by the
Office, the Employer members indicated that thaysodered that a Recommendation
was more appropriate considering the diversityarfditions of agriculture in

different countries. However, this position wasotgd after a vote.

The two most controversial issues were the criterize used for minimum wage
fixing and the possibility of paying part of themmum wage in kind.

Regarding the bases to be considered for minimugeMiaing, the questionnaire did
not list the alternative responses, leaving ta#spondents that consider it necessary
for the Convention the possibility of giving theuggestions. This procedure certainly
complicated the processing of the countries regmns

The Office text of Draft Convention included twaoskes:

“(a) the minimum wage should not be lower thanta c@nsidered
indispensable for the upkeep of the worker andamsly;

(b) the minimum wage should be comparable with wagged for similar work
in sectors where the workers are sufficiently orgeh and have concluded
effective collective agreements” (ILO, 1950 b).

The UK and the Employers’ group presented amendsm@oposing the deletion of
the two paragraphs. After a vote, the Conferenaai@ittee accepted the
amendments and these paragraphs were later includeel Recommendation,
although limited to the needs of the worker.

With regard to the possibility of making paymemtkind, the Worker members
submitted two alternative amendments to the Otk either prohibiting them or
limiting them to board and lodging. These amendshemre rejected by vote and the
possibility of making part of the payment of wage&ind was maintained in the
Convention.

In summary, Convention N° 99 complements Convenidi26, adding to industry
and commerce the possibility of covering also aguical workers, which represent a
large proportion of the working force, especiaftydieveloping countries. Both
Conventions follow similar structures, establishing general principles for
introducing of maintaining minimum wage fixing inet countries, leaving more
detailed provisions (e.g. on criteria for minimurage fixing, or need to adjust
periodically minimum wage levels) to the Recommeiatia The needs of the families
of the workers were, once again, not included ertbw two instruments.
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Convention N° 99 has been ratified by 54 countifédost ratifications took place
during the 1950s and 1960s. After the adoptionaiv@ntion N° 131 in the early
1970s, the interest in ratifying Convention 99 digdiminished as the former had a
larger scope.

3. A major change: Minimum wages as an instrumentdr economic development
(1960s and 1970s)

3.1 Assessing the need for revising Convention N6 2

At the beginning of the 1960s, the balance forlkl@ with regard to the objective of
disseminating the idea and application of minimuages could be considered very
positive. Minimum wages existed in most of the isitialized countries and in Latin
America. During the 1960s, after the independeridgrican countries, they quickly
introduced minimum wages, generally adapting trstesys previously applied by the
colonizers. Asian countries, on the contrary, wehactant to introduce minimum
wages, supporting instead the development of doleebargaining despite low
affiliation in trade unions and generalized labsurplus. The Asian Regional
Conference of 1951, held in Tokyo, recommended tsto take measures to
create conditions in which agricultural wages cdugdegulated by collective
bargaining instead of minimum wage machinery (£€21953).

By 1969, Convention N° 26 had been ratified by @érdries and was the third most
ratified Conventiort> This Convention, which applied only to manufactanel
commerce, was complemented by Convention N° 9% ermmg minimum wage
fixing machinery in agriculture in 1951.

Despite this progress, however, there was a feéhiagthe implementation of
minimum wages had evolved beyond the frameworked$é Conventions, in
particular for developing countries. Many countmeésre applying minimum wage
systems of national coverage, with the objectiveatisfying the basic needs of the
workers and their families. This idea was closeh®*living wage” in the Preamble
of ILO Constitution. In addition, after years ofssained economic growth it was
perceived that the quality of life had not improwaxatordingly. The extent of poverty
in developing countries made necessary a more gdexcaction against it.

During the forty-eighth session of the Internatidrebour Conference of 1964, the
Workers’ group presented a resolution concerningniimum living standards and
their adjustment to the level of economic growtti'd, 1965). The resolution
intended to request the Director General that tfiie€a) carried out a study dealing
with the relationship between minimum standardévafg and economic growth, and
b) prepared proposals for the revision of Conveni6. The main considerations
presented by Mr. Morris, Worker delegate of Canagage that economic growth was
a necessary condition for higher wages, but alabttie improvement of working
conditions would give an impulse to the pace ohewoic development. In addition,

2 |ncluding the UK, which denounced it in 1994.

13 Only surpassed by Conventions N° 11 (Right of Agsion, Agriculture, 1921) and 29 (Forced
Labour, 1930). The Vice Chairman of the Employemhers included Convention 48 (maintenance of
Migrants’ Pension Rights, 1935) as one of the matsfied, but it was clearly a mistake (ILO, 1969 ¢
Later corrected during the Plenary discussion@tGbnference (ILO, 1969 b).
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they considered that minimum wages should be astjystriodically according to the
growth of the country and to increases in the obving. After introducing certain
amendments, specifying that adjustments shoultd@obtade automatically, the
resolution was approved, starting the revision @ssc

In November 1965, the Governing Body asked thedbareGeneral to consider
including a meeting of experts on “minimum wagerfgcand other problems of wage
policy, with special reference to developing coiesti on the agenda for the 1967
Conference. The purpose of the meeting was twofwokt; to examine the problems
encountered in minimum wage fixing and, second,snayvhich the ILO
Conventions and Recommendations on this issue dlheutevised, if required.

The majority of the experts to be invited had tdroen developing countries (GB,
1967). This constituted a major change when conapaith the process that led to
Convention 26, which was dominated by European ttsn The academic members
of the meeting included experts from industrializedntries, although some brought
with them a much wider experience. Dudley Seeosfthe UK, was designed
rapporteur for the first item on the agenda. He asctor of the recently created
Institute of Development Studies of the Universifysussex and leading
development theorist. The developmentalist perspectt across the whole report.

From the very beginning of the report, the minimwayges issue was put into a
broader framework: “in developing countries, minmmwage fixing has to be seen as
one of a battery of measures in the strategy @fti@ck on poverty, its major
objective” (ILO, 1967 a). A key element of the demment strategy was to change
the existing structure of income distribution. Tleeort clearly mentioned that
minimum wage fixing had a limited impact to impraneome distribution by itself,
and if wage increases are not absorbed by prafitscoeased productivity, they
would result in higher prices risking to worsen fiiteation. However, it also pointed
out that: “Fixing of minimum wages can in any chsethe most effective policy tool
for one objective in any country. It can preverd fayment of particularly low wages
to vulnerable groups of workers, and by doing sait also make the distribution of
income somehow better” (ILO, 1967 a).

Although the report was clearly committed to chaggncome distribution as key to
development (including direct taxation, expenditomesocial services and land
reform as alternative policies), it adopted a bedahperspective when discussing the
negative effects of “undue rises in wages”. It wagecially strong when addressing
the risk of inflation: “one of the conditions foombining rapid development over the
long period with social justice is to bring genardlation under control” (ILO, 1967
a). It also made reference to the risk of affectimgestment and of accentuating the
rural — urban divide. Finally, it made clear thait Wage increases to be sustainable,
they had to be based on strong sources of growth.

The experts report also addressed the issue ohwehieria should be considered by
the wage-fixing authorities. In the first placegyimentioned the needs of the workers
and their families? Though the inclusion of this citerion was evidénproved

1443 wage is in no sense a living wage unless igjadely covers all who have to live with it” (ILO,
1967 a)

15



difficult to put into practice. Even the nutritidnseeds, which are basic for survival,
were very much discussed by experts, while the mEnganeeds are a matter of social
convention. The more advanced a country was, thie cancepts would be included
into the needs of a low income worker. The incoreded by wage earners also
depended on the size of his/her family. While imeaountries the State paid family
allowances, the experts considered that such amysbuld not be afforded by most
developing countries.

In the second place, they placed the employersi@apto pay. For the case of
particular industries, capacity to pay should bestered in collective bargaining,
while for the purpose of minimum wages it can ldernpreted as the capacity to pay
of employers as a whole. This was also consideifédudt to put into practice,
especially considering the different productivigyéls in the same industry. A third
consideration was that of wages actually paid fongarable work elsewhere in the
economy, which has the practical advantage tlzarnitbe measured through surveys.
In fact, this was the criterion included in Reconmatation 30.

Finally, the experts introduced an additional crite, namely the requirements of
economic development, meaning that the particaeiasand economic situation
should be considered, which could make unfeasithésaing the level which covered
the basic needs, without affecting future growtt anemployment. The experts
report warned against big jumps of the minimum wiaggearching the proper level,
as they could have disruptive effects on the ecgn@n the contrary, they
recommend raising minimum wages gradually, in otdenonitor the economic
implications (ILO, 1967).

The Office law and practice report, in additiorthe report of the meeting of experts
were published in 1968 by the ILO and for many geamstituted the most
comprehensive publication on minimum wages (IL338)9

Around the same time (autumn 1967), the Internatiorstitute for Labour Studies
also organised a symposium on wage policy issuesanomic development.
Although this symposium was not directly connedtethe standard setting process,
its inputs certainly feed in the work of the Offideis interesting to point out that
research carried out at the time indicated thairme distribution was more unequal
in developing countries than in industrialised gndsile the latter had also suffered
from larger inequality at earlier development stagé the time, it was believed that
income distribution would improve with economic depment. Considering the
proportion of wage earners in many developing aeesitthe role of minimum wages
in reducing the income differentials would be miamgted than in industrialised
countries. However, this relevance of the minimuage/would increase with
economic development as it was thought that it doesult in the expansion of the
modern sector (Smith, 1967).

!> The papers presented at the symposium and theqaiings of the discussions were later published
in Wage Policy Issues in Economic Developmenteedity A. Smith (1969). Anthony Smith also
published an article dealing specifically with nmmim wages at the International Labour Review
(1967).
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3.2 The standard-setting process

The preliminary report for the first discussionthg Conference kept the main
elements of the Experts Report, but softened tled fa changes in income
distribution in developing countries. It adoptbd tdea that the new instrument
would be especially conceived for developing caestrin the idea that minimum
wages would an element of the development stratagyway, this might have
affected the ownership that certain industrialisedntries felt during the whole
discussion process and after the Convention watisaad. For example, countries
like Norway, Sweden or Switzerland indicated inithesponses to the questionnaire
that it was up to developing countries to decidaiinstrument intended for them
was appropriate or not.

While adopting a broad definition (“the minimum veaig the wage which in each
country has the force of law”), the Report supptired for achieving its fundamental
objective, the minimum wage system should provieleegal coverage. Although this
can be achieved by a national minimum or compratersectoral or occupational
minima (and all of them would be acceptable intdrens of the final Convention), it
was pointed out that the first one had a numbeadefntages:

» facilitated coordination with other developmentipiels;

» simplified the effective application of the instrant in countries with weak
institutions and low literacy rates among workers;

* and improved equity, by raising wages of the lovpastl workers towards the
general level.

The issue of criteria for setting the minimum wagges to be one of the most debated
topics. The two most questioned points were thiignen or not of the needs of the
family of the worker, and including the capacityashployers to pay. The replies to
the Office questionnaire give some indication @& tbasons invoked.

Some countries expressed their concern about ¢hesion of family needs, as it

could result in the discrimination of workers withpendents. However, the reference
to the family needs was retained on the understaritiat the Convention was not
promoting that different rates were paid to workeith and without dependents.

On the contrary, the identification of the propetercia for minimum wage fixing
required long discussions and drafting exercisestommodate the different
concerns. The most questioned criterion was thaagpof employers to pay. In the
Conference Committee on minimum wages, this wagjamarea of disagreement
between the employer and worker members of the WWgMRarty. The worker
members argued that “in minimum wage fixing, asaggul to general wage
determination, only social and not economic consitiiens should be taken into
account” and also that it was very difficult to Ngtin practice if such capacity to pay
existed or not (ILO, 1969 b). The employer meminéthe Committee strongly
supported the retention of the economic considaratiarguing that if they were
ignored, it could result in inflation and unemplogmt, weakening the protective role
of the minimum wage.
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The final formulation of the Convention resultedgiouping the social protection role
of minimum wages in a first set of criteria, whilee economic considerations were
kept separately forming a second set of criteria:

“a) the needs of workers and their families, takimg account the general
level of wages in the country, the cost of livisggcial security benefits, and
the relative living standards of other social gup

b) economic factors, including the requirementeadnomic development,
levels of productivity and the desirability of atti;ag and maintaining a high
level of employment” (Article 3 of Convention N° 13

At the end of this process, the ILO had a new umsént which:

Had a wider scope (as it intended to cover moseveagners),

Stated that the minimum wage should cover the nektle worker and
his/her family,

Specified the guiding criteria for minimum wageirfig (of either social or
economic nature),

Pointed out its level should be adjusted from ttméme,

Required full consultation with workers’ and empeay organisations in the
establishment, operation and adjustment of mininkages (see Politakis,
2001).

This Convention promoted the idea of a minimum wag@n instrument among
others for reducing poverty as part of a develogmt@ategy. This moment
represented the highest point in the long histéth® minimum wage in the ILO
agenda.

In the first ten years since adoption, Conventi6rilBIl was ratified by 24 countries,
a very promising start for a new instrument. Howettds initial impetus was not
sustained. By mid 2008, Convention N° 131 had &dlyatifications, only double of
what was achieved during the first decade of exege\What happened with this
instrument?

In the first place, the economic context changeaigtically. This Convention was
conceived at a time of sustained growth and higplepment creation. The oil crisis
of 1973 spread inflation all over the world, andywsoon the debt crisis of the 1980s
put an end to the possibility of using actively mimum wage policy as a means for
reducing poverty.

Secondly, most industrialised countries nevertfelt this instrument could be also of
use for them. Convention N° 26 was mainly the resiulhe discussions and views of
European countries. Despite this, it was widelypded by countries at different
levels of development. Convention N° 131 was cieatean instrument for
developing countries, and as such it was ratifielgt by 7 industrialised countrits
although many others also comply with its provisiamd could perfectly ratify it.

16 Australia, France, Japan, the Netherlands, PdrarghSpain.
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Last, but not least, minimum wages progressivedy televance and/or visibility in

the ILO’s agenda. The calls for increased flexipiin the labour market in order to
improve efficiency obviously included the idea céakening or eliminating the
minimum wage. This position did not receive a clggen response by the ILO, which
concentrated its action on the country basis, mahrbugh technical cooperation.

3.3 ILO work on minimum wages: different dimensions

At the same time the Conference discussed whataMascome Convention N° 131, a
Resolution defined four areas for internationalperation in regard to minimum
wage fixing:

a) The preparation of comparative studies relatetiediking and application of
minimum wages;

b) assisting governments on studies and statistics;

c) promoting the exchanges of experience through sasyimissions or study
trips;

d) developing training programmes for officials, warkand employers
representatives on duties involved in fixing, atdjpgand applying minimum
wages (ILO, 1970 b).

The main responsibility for this work rested omaati team of specialists on wages
that worked in the General Conditions of Work Biano 1975, the Remuneration
Section was moved to the Labour Management RekaBoanch. The idea under this
move was to integrate the work on wages closdra@tocess of industrial relations.
Minimum wages are not only a fundamental elementaking conditions, but also a
basic element of negotiation between workers angl@yars representatives. As
such, it should be closely linked to the effortsirengthening collective bargaining at
different levels.

In addition to this core group of wage specialigieye were officials in other ILO
departments dealing with wage issues from thefeint perspectives. In the
department of international labour standards, xangple, there is a small group of
officials in charge of analyzing regular reportdstted by ratifying countries and
servicing the ILO Committee of Experts, as weltaatacting non-ratifying countries
at longer intervals to report on their law and pica; and state the difficulties which
prevent or delay ratification, in accordance wittiide 19 (5) (e) of the ILO
Constitution. The Committee of Experts carried suth general surveys in 1958 and
in 1992, the results of which were published (4&2, 1992).

The exchange between the ratifying countries aadCibmmittee of Experts, which is
done through the standards department of the Qffiters the possibility of
improving the compliance with the Conventions. TQwnmittee of Experts analyses
incoming reports and formulates comments in thenfof observations and direct
requests. In certain occasions, the technical stippthe ILO may be offered

through a mission, a study and/or the participaitioa tripartite workshop. The social
partners of a ratifying country can also presempsesentation under Article 14 of the
ILO Constitution when they understand the termghefConvention are not observed.
The Government is contacted to give their positadter which a tripartite Committee
is set up by the ILO Governing Body to examinertfezits of the case and to present
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its conclusions and recommendations. In many dasegsarties complain about the
lack of effective consultation by the governmefis. example, the Confederation of
Private Employers of Bolivia complained in 1984 flack of consultation when
applying a new minimum wage fixing policy; the Teadnion of Workers
Commissions of Spain presented a representati®@88 asking full consultation on
the consideration of inflation in minimum wage adjuents (Governing Body
sessions 228 and 239, respectively).

The ILO has also been the forum where standardgage statistics are discussed and
agreed. The subject of wages was present in tstidffiternational Conference of
Labour Statisticians held in 1923. After that, eréfnt wages issues were discussed,
such as international comparisons of real wagegewstatistics, statistics of labour
costs, measurement of income from employment, etc.

The dissemination of the international practicéhm application of minimum wages
and the evolution of the different systems has gbA@een a very appreciated
contribution by governments and social partnersil&®\ih the early years the studies
usually included very few countries and did noténawstrong comparative analysis,
the growing experience in the field positioned ilt@ as a reference on the state of
the art.

In 1981 the ILO publisheMinimum Wage Fixing, an international review of
practices and problem&y Gerald Starr. This was a major effort at aetiwhen
research on minimum wages in developing countrigs still very rare. This book
was the result of a vast experience of the authloo, was in charge of the
Remuneration Section, and a small team. The boaleraa effort in classifying the
existing minimum wage systems under certain categolt had a practical
orientation and was nurtured by reports of govemse/hich ratified relevant
conventions, technical cooperation work, discussenLO seminars and country
studies in selected countries. The result was geoative work which could be
considered a representative picture of the evalutfiche minimum wage systems in
the different regions of the world. As an indicatiof the extensive coverage of
countries, the book includes the nominal and realmum wages of 47 countries for
the period 1966-1977.

This remained the most comprehensive effort ofltkein the area of minimum
wages for about two decades. The Office contintsediork on technical cooperation
and did some very good research in a number oftdeanTheir publication,
however, lacked the impact and visibility that 8sabook achieved partly because
minimum wages became a topic of research and dabatmly in industrialised
countries, but also in developing countries, wheaay of the malfunctioning of
labour markets were attributed to minimum wages.

3.4 The World Employment Programme and basic needs

At the same time that Convention N° 131 was beiagu$sed at the ILO, another
part of the Office was preparing a major technoaperation programme which
would be the driver of the Agenda. In 1969, the lleGnched the World Employment
Programme in response to a resolution presentdidebyorkers’ group at a previous
Conference. It was widely accepted that econonowtir was not enough to
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overcome the existing poverty and it was believed large inequalities within
countries and between them was a major obstackeniin idea of the programme
was that employment was a key element for fighpiagerty and that it was necessary
to put employment at the centre of developmentegires.

The World Employment Programme carried out a vetgrise policy-oriented
research agenda, both at headquarters and atuh&ctevel, with the final objective
of providing advice to governments. For this pugdke Programme developed a
field structure in the three developing regions: Regional Employment Programme
for Latin America (PREALC), the Asian Regional Tefon Employment Promotion
(ARTEP) and the Jobs and Skills Programme for Af{fASPA).

Between 1970 and 1975 the World Employment Programmanried out a series of
Comprehensive Employment Strategy Reports in a eamicountries, all of which
paid little attention to wages. The main objectiféhese strategies was to develop
policies to reduce unemployment and underemploynasnthey were considered to
be the one of the main causes of poverty. In thigext, minimum wages had a
limited impact, as poverty concentrated in theiinfal sector (beyond the scope of
minimum wages) and in rural areas (where its eefoent was very weak).
Minimum wages “cannot, and should not, be regaesetthe principal instrument for
maintaining or increasing real incomes for the aflkvorking population of the
Philippines” as less than 40 per cent of employedckers were wage and salary
earners (ILO, 1974 b).

Three reports made specific reference to minimumgesaThe Colombia and
Philippines reports recommended adopting a pasgigeoach, just maintaining the
purchasing power of the minimum wage by compengdtnpast inflation. "We
recommend that, as long as unemployment and ungérgment in Colombia have
not been considerably reduced, minimum wage regukshould be used
prudently... It would seem undesirable to go muether that adjusting rates to
increases in the cost of living" (ILO, 1970 b). Foe Philippines, the mission
recommended "The maintenance of present minimuneweagls, with upward
adjustments if cost of living continues to incredsspite price stabilisation efforts"
(ILO, 1974 b). The rational for this was that minim wage earners were considered
already part of the protected workers, with a reéagood position. The proposed
changes in the income distribution structure remldrastic measures to improve the
situation at the lower income groups.

Beyond minimum wages, the reports did not havendai perspective on wage
policy, proposing a more or less interventionigtrapch. In the Kenya report, wage
councils were seen as a source for determining diéigrent working conditions
among industries (including not only wages, bub &lsurs of work, holidays, annual
leave, sick leave, etc.). It proposes researclaonly needs and cost of living as a
basis for fixing a general minimum wage level. Astpf the incomes policy, it
proposed differentiated wage increases (highdreabtinimum level and nil at the
higher end), which could be qualified as a veryéimentionist” approach. "The
guidelines for maximum wage increases should beifspe for different levels of
income, allowing in general for more rapid incresaamong the lower income groups
and some tapering of rates as incomes increasé, (1R72).
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The Philippines report also argued for the advantddaving a general minimum
wage which could be differentiated by region aceaydo the cost of living.
However, it had a less interventionist approach poposed to eliminate the
government's intervention in wage determinatiothenprivate sector through
compulsory arbitration, recommending "A returrire®e collective bargaining as
soon as possible for determining wages and workamglitions above legal minimum
standards” (ILO, 1974).

One important moment during the initial years & WEP was the tripartite world
conference on employment that took place in 19#figouss how could development
be carried out in a way which could satisfy theidagseds of people in the shortest
time possible. For the purpose of the discussibasit needs are defined as the
minimum standard of living which a society shoudd ®r the poorest groups of its
people. The satisfaction of basic needs means mgeiéte minimum requirements of a
family for personal consumption: food, shelter tleing; it implies access to essential
services, such as safe drinking-water, sanitatransport, health and education”
(ILO, 1977).

The Conference adopted the principle of basic-netdtegy and favoured the
consideration of labour-intensive methods of praéidmc Countries avoided
establishing a world-wide standard of minimum baseds.

The discussion of basic needs has been part eh#e concerns of minimum wage
fixing from the very beginning. Therefore, it woutdve been natural to see some
reference to the links between the two, as wedl asmmary of the discussions on
basic needs during the long experience with minimwage fixing, or at least a
reference to them. However, there is no evidenaktkhs previous experience was
taken into consideration, and that minimum wageewensidered at all as an
instrument for implementing a basic-needs stratébg. only reference to wage issues
appears in the declaration of principles and Progna of Action adopted by the
Conference, but it does not mention minimum wages (LO, 1977).

This situation may be explained by the segmentaifdhO technical experts and
Office units. On the one hand, the Convention pgegeobably involved mainly the
officials working in the areas of labour relaticarsd labour conditions, together with
the standards specialists. On the other hand, dse&Bleeds Conference was under
the responsibility of the employment specialistapwad a very different point of
view with regards to wages, in that they were a\kayable in the determination of
employment.

4. Defending the minimum wage in a context of labaumarket flexibility (1980s
and early 1990s)

4.1. Stabilization and structural adjustment

The oil crisis of the 1970s put an end to a susthperiod of growth, characterized by
full employment in the industrialized countries.eMiollowing years showed
increasing unemployment rates and rising inflatmymbined with economic
stagnation. Developing countries were also affebiedconomic crisis and recovery
periods, showing increased open unemployment amd mformality, as well as
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rising inflation. The latter became one of the enweproblems in many Latin
American countries, which at different times evgpegienced hyperinflationary
periods (Argentina, Bolivia, Brazil, Pert). Consenqtly, stabilization programs were
a priority in the region, affecting in most casles implementation of minimum wage
policies.

This major change in the economic performanceeshifie focus away from
improving working and living conditions to the po#s needed to re-establish
sustained growth. At the beginning of the 1980seti®ying countries had to
implement adjustment programs as a result of a amatibn of four external shocks:

a decline in OECD growth rates, an increase inr@sterates, a decline in terms of
trade, and a decrease in available loans (van devéh, 1991). Structural adjustment
was intended to provide countries with a new bfasisustained growth. While
mainstream economists put the emphasis on grolaghydice of some international
organizations called for more equitable growthwhich all social groups could
benefit of it (Cornia et al, 1987; ILO, 1988).

Stabilization policies result in a reduction of destic demand through restrictive
monetary policies, reduction of the budget defcitl fixing the exchange rate. It is
expected that real wages fall, reducing produatimsts. If wages do not fall
sufficiently, according to mainstream economiseseéhwill be high unemployment.
“It is often argued that if wages are flexible,riHabour market is working well.
Rules and institutions that inhibit wage flexikylin periods of stabilization and
adjustment should be changed. ... This view leadsdommendations to abolish
minimum wage laws, contest the practice of makiagevsettlements binding for
whole sectors, and revoke dismissal laws and sb’fGran der Hoeven et al, 2000).
It is clear that not only minimum wages were unatésck during this period, but also
a number of elements which formed a social pratedbasis suffered as they were
evaluated in terms of their “efficiency”.

“Labour market policies — minimum wages, job seguregulations, and social
security — are usually intended to raise welfareeduce exploitation. But they
actually work to raise the cost of labour in thenfal sector and reduce labour
demand ... increase the supply of labour to the amdlurban informal sectors, and
thus depress labour incomes where most of the grediound” (World Bank, 1991).

A key element of structural adjustment is to insgethe competitive capacity of the
tradable sector. In this framework, wages are §@enthe perspective of labour
costs, a key element of the competitive positiomahy activities. During this period,
many developing countries followed a low pay sggtt position their products and
services in the international markets in a strategy resulted short-lived as industries
moved away when wages showed an increasing treridct, a century after

minimum wages were introduced to put a limit taapetitive race to the bottom,

the same strategies were back.

Despite the powerful attack that the minimum wagféesed during this period, the
general trend was not to abolish the institutidogdther. Countries that wanted to
flexibilise their labour market either maintainée hominal level for long periods,
resulting in a decrease in real terms, or adjusted level at a lower speed than
inflation. For example, the United States did rdjuat the minimum wage during the
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Reagan years and when Clinton put again the tapicthe political agenda, the
amount of the adjustment was very much debateds@ime happened in Argentina
during the application of the “convertibility plaif’(1992-2002). The minimum wage
was maintained constant in nominal terms for atrters years, as part of a strategy
that expected that the labour market flexibilitysltbcompensate for an overvalued
local currency.

In the case of Uruguay, the minimum wage was usexhandex number for the
social security structure. Therefore, an increagbe minimum wage had an
important consequence on the fiscal accounts ofahatry. As Uruguay was under
fiscal constraints since the debt crisis of 198@ @#mough the 1990s, the government
applied a systematic reduction of the real mininmsage by adjusting it under the
rate of inflation. As a result of such a policye tminimum wage became irrelevant
for the labour market, as well as it failed to pattsocial benefits.

This situation led to complaints by trade unioms] abservations by the Committee
of Experts with regard the application of Conventid® 131. The situation
deteriorated further after the banking crisis dd20At that time, the ILO carried out
a study reflecting the deterioration of the purahggower of the minimum wage and
indicating the need to dissociate minimum wagelt&efrem social security benefits in
order to recover the minimum wage as an instrurfenwage policy*® The findings

of this study were presented in an academic sefrdisrussed with high officials of
the Ministry of Labour and, finally in a tripartiteeeting called by the Government
under the framework of Convention N° 144. As a ltesiuthis concerted action, the
Government issued a decree linking the social litsrtefa new index considering the
variations of the Price index and the variatiowérage Wages. That decree
represented a turning point in the minimum wagécpdas it enabled to introduce
significant adjustments of its level, becoming agasignificant point of reference for
wage fixing.

4.2 Working with financial institutions: the excepton

In general, structural adjustment programmes ahoig during these years and
financed by the IMF, World Bank or regional Banik&luded among their concerns
the objective of increasing wage flexibility. In stacases, the ILO has been an
outside spectator of these processes, as theyymawalved the Ministries of
Finance, Economy or Planning of the countries coreze However, there are a
couple of cases in which ILO assistance was reqddst governments. This was the
case of Mauritius during the mid 1980s and of Tdradl just after the Asian crisis of
1997. In both cases wage policy, and in particoiBrimum wages, were at the heart
of ILO’s technical intervention.

In 1984, Mauritius negotiated a USD 40 million stural adjustment loan from the
World Bank. The Bank considered the minimum wageesy and the collective
bargaining question were central to the restruetuof the economy, and the release
of the second part of the funds was conditionahugpe implementation of studies on
these two issues, resulting in recommendationsipzove the mechanisms for

Which established the partity of 1 peso to theddiar as the key element of a stabilization plan.
18 The report “Uruguay: Impacto social y econémicbsdgario minimo” by Magdalena Furtado, was
later published in A. Marinakis and J. Velasco @00
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minimum wage negotiation. The Bank considered tfagovernment intervened too
much in the wage determination of the private seatbibiting the development of
collective bargaining which would be more respoas changing economic
conditions.

According to Gerald Starr, at the time Head of\i@ges and Income Section, it was
“an open secret that the government has not bebngastic about either the study or
the related reforms* but they had to accept under the insistence oBtrek. The
government agreed with the condition that theseissushould be carried out by the
ILO, considering its impartial position and a higiputation in the country. This was
not to be an academic exercise, but a very praetiogk that should involve the

active consultation with trade unions and employepsesentatives. From the
government side, the Ministries of Planning, Labawod Employment formed a joint
steering group.

The studies showed that the existing minimum wggéesm had not been an obstacle
to adjustment, but on the contrary it was quité¢ruraental for introducing articulated
changes. Even the Bank acknowledged this in andfmamMemorandum,
congratulating the government for having exercisade restraint, applying a cost of
living allowance below the inflation rat® However, during this experience of
cooperation with the Bank, it became clear différesions coexisted among their
officers and working together in the field permitt® arrive to similar conclusions on
the basis of the facts.

Another main contribution of ILO participation ihis experience was the close
involvement of trade unions and employers repregisets in the process. While the
country accepted to include a revision of the imdaisrelations structure and
minimum wage policy as a condition for the disbursat of the structural adjustment
loan, working with the social partners permitteéppreciate more clearly the
positive aspects of the existing labour relatioygtesm, and having a more balanced
perspective of the changes required. Some extoatite final report indicate that:
“Radical change, involving the sudden abolitioratbfor most of government
intervention in pay decisions would clearly be ipagpriate ... In these
circumstances, the only viable strategy would appebe a gradual phased
movement away from the present pattern of exceggivernment involvement in pay

determination’?

During the late 1990s, Thailand suffered the conseqges of the Asian crisis and
asked for support from the Asian Development B&skone condition of its social
sector lending, Thailand had to undertake a rewtthie labour policy, including the
wage policy. Here, again, there was the belief Wage increases were not aligned
with productivity, being a major reason for theadgiration in the competitive

' Quote from a letter to Professor Ben Roberts, aitanst from the London School of Economics,
17/1/85 (ILO Archives).

% Detailed in a letter from Gerald Starr to DerelbRson, consultant for the Project in Mauritius@lL
Archives, 10/7/85). In fact, a work done in CostasRn the early 1990s in a context of structural
adjustment, arrives to the same conclusion reggrtli@a minimum wage as an effective coordination
instrument for the labour market (Camargo and Gaik992).

2L Extracts of the final report are attached to esetf Gerald Starr to Mr. Toofany, Government
delegate of Mauritius to the ILO Conference (ILCcAives, 11/6/86).
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position of the country. The minimum wage was theal suspect, and the advocates
of flexibility were calling for its elimination oweakening. At the request of the
National Wage Committee of the Ministry of LaboadeSocial welfare, the ILO was
requested to conduct a study on wage policy andmim wage policy in particular.

The ILO study had a broad look at the problem, ysiag) the specific developments
of wages, but also relating them to macro poli¢ie®, 1999). It was true that real
wages had increased in a sustained way duringd®@sluntil 1997, at a higher rate
than productivity, but this happened after a deéadehich real wages were constant.
The critical point, however, is that wage increased place while the exchange rate
of 25 bahts per dollar was fixed for 10 years. Tigality in the exchange rate
resulted in a deterioration of Thai competitivenespecially in labour intensive
industries, the main driver of its export led st The report was discussed in two
national tripartite seminars and helped ease tbgspre to eliminate the minimum
wage.

These two cases were very rare during two decadeseah by a strong call for
flexibility pushed by financial institutions. The® participation in these exercises
probably opened some space for social actors tesgpheir views and positions and
trying to build some consensus around more balapeezpectives.

4.3 The particular case of the UK: dismantling WageCouncils in the 1980s and
re-introducing a national minimum wage in the 1990s

The only country which went against this generdr by deciding to dismantle the
minimum wage fixing system was the United Kingdonder Margaret Thatcher. Her
government held a very radical position in favollilmeralization of the economy.
With regard to the working of the labour markeg @hatcher government pursued a
weakening of trade unions and the action agaimst\tage Councils should be seen in
that general context.

In the past, the UK had played a very importarg inlshaping the final form of
Convention N° 26 at the ILO, and its basic prinegpWwere very much in line with the
philosophy of the UK Trade Boards. We should assnember that the UK was the
second country to ratify Convention N° 26 in 19B8fore abolishing the Wage
Councils, the UK had to denounce Convention N°@26&1LO. This was a long
process, full of informal and formal exchanges.

The UK had long fixed minimum wage levels in speaifdustries, dating from when
the Trade Boards (later called Wage Councils) wereduced in 1909. They reached
their peak in 1953, when 66 Wage Councils coverbdr8llion workers. During the
1960s and 1970s Wage Councils were criticized eféeictive “in remedying low pay
and an obstacle to the development of collectivgdining” % Between 1974 and
1983 successive abolition of certain Councils,dditon to the merger of others,
resulted in 26 Councils left in Great Britain anthNorthern Ireland, covering 2.6
million workers.

22 See Appendix 5 of the First Report of the Low Baynmission (1998), “A century of minimum
wage legislation in the UK”.
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In August 1982, the Director General of the ILOark¢is Blanchard, briefly discussed
ILO Conventions on minimum wages with Prime Minist@éatcher. Thatcher was
concerned that high minimum wage rates damagegrfapects, in particular for
young workers, and that Convention N° 26 was vesyrictive on this. A few days
later, the Director General sent a technical menduwen to the British government
elaborating on the limitations imposed by Convemgidl® 26 and 99, particularly on
the issue of young workers. The memorandum indictitat the general practice of
countries was to include young workers in the systewith the possibility of
establishing special rates for that group, as Wasase in France and the Netherlands
(both of them have ratified Conventions N° 26 aBd)1It also pointed out that “If
minimum rates fixed for young workers by wage colsrare considered too high,
there is nothing in the Conventions that would prévower rates being fixed” (ILO,
1982).

Despite all these clarifications, the British gaveent insisted in the restrictive
character of ILO Conventions. In the Consultatiapgr on Wages Councils prepared
for the consultations with both the ConfederatibBtish Industry and the Trades
Union Congress it concludes that the ILO Convenhidr26, which governs Wage
Councils “as drafted lacks flexibility and thereddimits the Government’s freedom
of action in an area of vital public concern” (Ricéal Times, 1985).

The same consultative paper states that many eegléglieved total deregulation
could be harmful and that reform was preferredomliion. The CBI was against
abolition, while the National Federation of Self{@oyed and Small Businesses was
in favour (Financial Times, 1985). On the workadesthe TUC was against
abolition and strongly opposed the denunciatioG@afivention N° 26, to them it was
a barrier against the dismantling of the system.

In a letter sent to Francis Blanchard, the Gerteeatetary of the TUC expressed the
General Council was “deeply concerned about theag@nbeing done by the
Government to the authority of the ILO and of inegtfonal standards generally
concerning working conditions and employment byaderting a third Convention in
four years in the face of the strong oppositiotheftrade union Movement” (TUC,
1985).

On 25 July 1985, David Moss, Acting Permanent Regmtative of the British
Mission in Geneva sent the ILO notification dendagaConvention N° 26. The
reasons presented were: “The over-riding concetheotUnited Kingdom is to
maximize employment opportunities, particularly ymung people, and in this field
flexibility and freedom of action are essentialeTterms of the Convention restrict
flexibility in this area of public concern, and acdingly the Government considers
that its provisions are no longer appropriate lier ynited Kingdom” (Moss, 1985).

Almost a decade later, 15 August 1994, the UK daned Conventions N° 99 and
101 (the latter concerning holidays with pay in igglture). In their statement of
reasons the Government said that they were revieméunctioning of wage boards
in agriculture and considered essential that tl@ ¢bnventions did not constitute an
obstacle to the final decisions. The Governmensictaned that the Conventions
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provisions were inappropriate for the UK and statyitontrol of pay was
“inconsistent with itcommitment to deregulatid UK, 1994)23

In the late 1990s, under a Labour Party governntbatlK reintroduced a minimum
wage of a different scheme, with a national coverag July 1997 the Government
appointed the Low Pay Commission, composed of ¢éxpéath employer, employee
and academic backgrounds, in order to analysentheduction of a national
minimum wage and propose at which level it sho@dritroduced. A year later this
Commission presented their report recommendindetred at which the national
minimum wage should be introduced, and how it sthapiply to young workers
(which remained a main concern throughout the ye@lee Commission wanted to
set a relevant rate as “A National Minimum wage naakiress the worst cases of
exploitation”, but was also concerned that it cdoddenforceable: “We are equally
determined to make recommendations which busiradsd afford” (Low Pay
Commission, 1998).

The reintroduction of a minimum wage in the onlyetry which openly rejected it
for the sake of flexibility is already a strong damstration of the relevance of this
institution as an instrument for labour protectidfter a long experience of strong
deregulation of the labour market, there was agreed need to reinstate some basic
wage floors. This process also demonstrates tealifitussions on minimum wages
are very political, as well as that changing tharabter of a long implemented
instrument (for example, passing from a Wage Boaydtem to a national Minimum
Wage) is not always an easy procgss.

What is striking in this case, is that after thietreduction of the Minimum Wage the
Labour government did not consider the possibditye-ratifying any of the ILO
Minimum Wage fixing Conventions, making clear tb@damental change of
perspective, as well as introducing a long-terrarimational commitment with the
application of minimum wages. The Low Pay Commissigport does not make
reference to having taken into consideration theeras of ILO Conventions, and this
was confirmed by a few of the Commissioners coesidft This could be an evidence
of the lower relevance of ILO work in industrial@zeountries towards the end of the
century and/or the loss of importance of wage stedwlin comparison to others.

4.4 Defending minimum wage in Eastern Europe duringransition to a market
economy

One of the most significant transformations ingbeio-economic structure of a large
region took place during the final years of theh2€¢ntury in the Central and Eastern
European countries. With the collapse of the conthenonomy, these countries
entered into a transition period towards a markehemy. This transition was very
painful for the vast majority of the populationthe production system disintegrated,
prices soared leading in some cases to hyperiofiatvages not only saw their real
value severely cut, but in many cases were notgtaadl, resulting in a virtual stop of
the payment chain.

% My emphasis.

% The idea of introducing a national minimum wages\aeady under examination in 1969 (Low Pay
Unit, 1998).

% professor David Metcalf, John Cridland and Willigmown.
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The ILO perceived the importance of this change as@art of the active partnership
policy which intended to bring the ILO closer t@ ttonstituents in the field, set up a
multidisciplinary team in Budapest. Wages were ointne chief topics of the team’s
work, and the debates about how to adapt the mminvages to a market economy
were a central element. This was probably the regiavhich the ILO developed a
visible concerted action defending the minimum wage

The country studies prepared during the 1990segm®duced in two publications
(Standing and Vaughan-Whitehead, 1994 and Vaughhietiead, 1998). These
reports served as a technical basis for the IL@¢pgosition in the debates that took
place in many of these countries, as well as gipiolicy advice.

After a few years into the transition, the valuemohimum wages in almost all
countries had fallen sharply in relation to averagges, which had also fallen in real
terms?® In addition, minimum wages had fallen well beldve subsistence level
(Standing et al., 1994). According to Standing ¥adghan-Whitehead (1994),
“some external advisors and international institugi have encouraged governments
to maintain the monetary value of the minimum wagen anti-inflationary device,
despite galloping inflation”. This approach wouldgtically eliminate their
significance, making easier their elimination. Hasition of the ILO regarding this
was very clear: “They should not be abolished”, 6&b all, it should be a standard
for decency in the labour market” (Standing etE94)

But inflation was not the only reason behind theagein adjusting minimum wage
levels. In most Eastern European countries mininuages had been used as an
instrument for setting social protection benef#tkhough this linkage was instituted
in order to protect social benefits, in times ofege fiscal constraints as the ones
these countries were experiencing, weakening timnmim wage was instrumental
for reducing the fiscal deficit. On this issue gusition of the Office was also very
clear: “We strongly recommend that the link betwd#eminimum wage and social
benefits be broken. Benefit levels should be detezthby subsistence needs and
perhaps have earnings-related supplements, whigreasinimum wage should be
determined by tripartite bargaining, taking accoafnhcome needs, productivity
criteria and labour market factors” (Standing et #94). Poland was the first
country to eliminate the link between the unemplegtrbenefit and minimum wages
in December 1991, permitting an increase of thamum wage level.

The ILO considered essential that minimum wage®wareased to cover at least
the poverty line or a subsistence level. Howevdrad a realistic approach as it
proposed that this could be done in a progressaseduring a certain period of time
that could be agreed upon through tripartite caaioh.

5. Recovering the minimum wage as a useful policgstrument (since mid 1990s)

5.1 Minimum wages, poverty and employment

% The most extreme cases were Russian Federatiodlaathe, which went through hyperinflation. In
Russia the minimum wage fell from 23 % of averagg®s in 1990 to 8 % in 1996, while in Ukraine it
fell from 32 % of average wages in 1990 to 8 %986 (Vaughan-Whitehead, 1998).
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The research on the economic consequences of mimivages increased
substantially during the 1980s and 1990s in thel@tdc circles covering
industrialized and developing countries. Studiasceatrated on two areas: the effect
of minimum wages on employment and on poverty &lewn.

With regard to poverty, most studies make a difieesbetween developing and
industrialized countries, on the basis of the défeé magnitude of wage employment
and observance of regulations. According to theldVBank, “Minimum wages may
help protect the most poverty-stricken workerstustrial countries, but they clearly
do not in developing nations” (World Bank, 199%)islimportant to point out that the
limits to a larger impact of minimum wages in reithgcpoverty in developing
countries had been clearly stated during the dssons held by the experts at the end
of the 1960s, when preparing the document for Cotiwe N° 131 process.
Therefore, the ILO was very conscious of the emgstimitations, but still thought
that it was a useful instrument. This was still plosition in 1995 (see Rodgers, 1995
and Shaheed, 1995).

After an empirical analysis of developing countriegstig and McLeod conclude that
increases in real minimum wages result in a fafilomerty. They add, however, that
“one cannot conclude that a rise in the minimumenviaghe most cost effective way
to reduce poverty” (Lustig and McLeod, 1997). Intfahis is a very balanced
perspective, which reminds us that although minimages have a positive effect on
poverty, it is not a policy designed for this puspo

The debate on the effects of minimum wages on eynpat was also very intense.
Mainstream economists considered that minimum wagesduced rigidities in the
labour market, with substantial effects on emplogth@d unemployment as well as
affecting informal sector workers (see Maloney ahdiez, 2001). The study of the
fast-food industry in New Jersey and Pennsylvatoage by Kruger and Card (1994),
put into question the negative relationship betwa@rnmum wage increases and
employment in a low paying industry.

Leaving aside the usual political statements aredted parties, there is a reasonable
agreement among practitioners that an equilibragdementation of minimum wage
policy would have negligible effects on employmeid.it is mentioned in a OECD
report, “On balance, the evidence shows that amapjately-set minimum wage

need not have large negative effects on job praspespecially if wage floors are
properly differentiated (e.g. lower rates for yowmgrkers) and non-wage labour
costs are kept in check (Martin J. and H. Immen&907).

5.2 The ILO at the crossroads: Efforts and challengs

The ILO built upon such findings to make the argatador the minimum wage

within a broader labour market policy and colleetbargaining framework,

especially in the course of technical advisoryrvegations in countries such as China,
Ghana, Indonesia, Madagascar, Mauritius, Philippara South Africa during the
1990s. However, it was very not present in the acad and empirical research
debates. There were limited ILO publications onimim wages: a series of country
studies on minimum wage fixing machinery, an agtwh youth employment, and one
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empirical article on the effects on poverty and Epment?’ At the regional level,
PREALC did some interesting studies on minimum gaagea signal for the labour
market, mainly considering the context of highatifin prevailing in the vast

majority of the Latin American countrié&By the end of the 1990s the remuneration
section was dismantled during a restructuring pgecA few years later, however, it
was recognised that the ILO needed to keep worimgyages issues as countries
continued asking for technical assistance. Goirgl bathe origins, the new section
was located in the Conditions of Work department.

To recover the advantage the ILO has, namely iesnational perspective, this
renewed wages unit developed a data base on miniwagas. This data base became
a direct source of comparative information, whiomplemented with a
comprehensive literature review and original wordvided the material for a new
book.The fundamentals of minimum wage fixibg Eyraud and Saget (2005),
repositioned the ILO among the institutions witteehnically based position. As it
was during the 1980s with Gerald Starr’'s book, L@ seems to be recovering a
space in the debate, renewing its original message.

Wages issues were also discussed in two recentr@ogeBody meetings. During the
November 2004 session, the Committee on EmployrmshiSocial Policy discussed
a document prepared by the Office on Minimum Wgges, 2004a). This comeback
of minimum wages to the ILO floor was praised bynmeepresentatives. In that
occasion, Mr Patel speaking as Worker Vice-Chaspeexpressed his “concern that
an issue such as the minimum wage that fell withénlLO core mandate had in the
past not received the resources it deserVhdt had resulted in the ILO’s voice being
muted?® and he was encouraged to see the renewed infk®s2004b).

In 2007 the Committee discussed a report on “Wagasnd the world: developments
and challenges” (ILO, 2007a). This was again arodppity for the worker’s group
to highlight “the loss of momentum on wage issug$hle Office, which needed to be
reinvigorated” (ILO, 2007b). In addition to the dission on the general trends and
main problems faced on wage issues, all partiesegigihat the Office had to rebuild
its capacity on wage issues, producing periodionspon trends and information
useful for policy making. Leaving aside the diffier@ositions, the general claim of
all the parties was that the Office repositionedj@vesues at the core of its activities
to be able to respond to its mandate. In the wofdse representative of the
Government of Spain: “there could not be decenkwathout decent wages” (ILO,
2007Db).

It is clear that the concern on wage issues is bathke ILO, and in the front line. The
Declaration on Social Justice for a Fair Global@atdopted by the Conference in
June 2008, recalls the importance of a minimunmgjwivage as a key objective of the
Declaration of Philadelphia. It includes within gsope that, to implement its
Constitutional mandate, the ILO has to developamthnce measures of social

2" Country studies published on Japan, South Koreaguihy, Mauritius, the Netherlands, Portugal,
Brazil, Costa Rica, Mexico, and France. On youtipleyment see Ghellab (1998), and on poverty and
employment see Saget (2001).

2 E| Salario Minimo en Chile: 1990, by N. Garciag19and “El salario como sefial para el mercado
de trabajo” by J. Camargo and N. Garcia (1992)

2 My emphasis.
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protection including “policies in regard to wageslaarnings, hours and other
conditions of work, designed to ensure a just shatke fruits of progress to all and a
minimum living wage to all employed and in needo€h protection” (ILO, 2008).
Considering that this declaration will constitute guideline for future work, it seems
clear that the ILO will take the challenge.

5.3 The revival of minimum wages at the country les

After almost two decades during which the minimuage was under attack, the new
century seems to have brought a new perspectiiginteresting to note the renewed
interest of industrialized countries in this oldtmument, in some cases showing an
important change of perspective. It was alreadytioeed that the UK reintroduced a
minimum wage in 1997, recognising the need of ptaia at the lowest end of
wages. The new system implied a major change cadparthe wage councils as it
consist mainly of a general level of national apgtion, and is closer to the original
idea of a living minimum wage. The technical wodnd by the Low Pay
Commission is a good example of the analyticalresfto translate the broad and
general criteria enunciated in Convention N° 1819 practical instruments.

During the discussions of the Wages paper at therfiittee on Employment and
Social Policy of march 2007, the government repriedive of France stressed that
the Office should promote ratification of Conventid® 131, and used of its
accompanying Recommendation, N° 135. Through tmsnaent, the Government of
France was reaffirming their belief that this Camven offers a useful framework for
both developing and developed countries.

In Germany the debate on the introduction of austay minimum wage to
complement those resulting from collective agreesbas been on the agenda for a
few years already. There are three main drivethisfnew trend. First, there is an
increasing amount of workers in low pay jobs whe @t covered by the existing
system and would be poor if they were not suppdrtesiocial security. Second, in
some activities there is extended use of cheaptdibom abroad through contractors,
provoking a wage dumping (Martin J. and H. Immelin2007). Finally, membership
in both employers’ associations and trade uniossblegn declining in recent years,
weakening the possibility of declaring the agreetsiehgeneral applicability (Silvia,
2005).

All these facts have put pressure on all partrefsti new solutions. Specific
minimum wages have been fixed for the constructector (1997), cleaners (2007),
postal workers (2007) and there is talk to extegdiis protection to ten other low
pay industries (including landscaping and meat-g@ssmg) (The Economist, 2008).
For the time being, the government has been reltitdantroduce a statutory national
minimum wage. The labour movement supports the ideganging their traditional
position which considered that a statutory minimuage would undermine collective
bargaining autonomy and the attractiveness of umembership. According to
recent polls, 60 per cent of Germans support tea (@eutsche Welle, 2007).

Even the possibility of establishing an integrat@dimum wage policy for the whole

European Union is being discussed. From the 25tdesrthat compose the European
Union, 18 have a statutory minimum wage, whiledtteers rely on collective
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agreements. Although the diversity of situation®agicountries discourage thinking
of adopting a unique system, it seems necessadgtdify the possible role and scope
that the minimum wage could have to improve ecoeand social cohesion. These
are precisely the terms of reference of a projeat the ILO is undertaking with the
European Commission. It is interesting that aftsarg of a certain distance the
Commission wanted to share this undertaking wighltl©, considering the technical
capacity and also the value given to do sociabdiaé.

Although the minimum wage is one of the labour reapolicies more extended in
the world, there are still some challenges aheaxlder to improve its
implementation. There are two major areas whichiireqenewed efforts of technical
cooperation:

a) The minimum wage fixing process should dispdsetechnical report which
includes basic statistical indicators;

b) There are still many countries where the mininmage system does not include
low paying activities such as domestic work or agjture.

It is not uncommon that countries make their deaision minimum wage fixing and
adjustments without taking into consideration tecalnreports. Although minimum
wage fixing is essentially a political decisioneo\.00 years of experience clearly
indicate that countries can only gain from the gsialof relevant statistical
information. The advantage is that nowadays thesstal capacity in the vast
majority of countries enables to feed the minimuage/fixing process with at least a
very basic set of indicators. In order to illustréte diverse indicators that can be
elaborated from existing statistical sources, ti@ published a book with the case
studies from 5 Latin American countries (Marinakisl Velasco, 2006). This book
also noted that four out of the 5 countries wergl@menting active minimum wage
policies, in Chile and Brazil during a decade orepevhile in Argentina and Uruguay
more recently after the severe crisis of 2002-200& possibility of implementing an
active minimum wage policy is certainly relatedhe macroeconomic performance
of the country and, especially, the macroeconoralarizes. The revival of the
minimum wage in these four countries has been blesaihen they recovered control
on their fiscal situation and inflation.

Eyraud and Saget (2005) identify a large numbeoohtries which still do not
include two vulnerable categories of workers wisbbuld naturally be part of it, i.e.
domestic and agricultural workers. In the caseavhéstic workers, the ILO is
preparing a more comprehensive work that will ideldhis deficit and will help to
bring up this issue to the public debate. In treeaa agricultural workers the ILO has
facilitated tripartite discussions in countriestthanted to extend minimum wage
protection to this sector. In the case of Namifmagxample, the first activities
consisted in training seminars in the determinahtsages and employment in 2001.
The Conventions were used as a guideline by alpénges and with the facilitation
of the ILO the parties finally agreed the introdaitof a specific minimum wage in
2002.

33



6. Conclusions

The history of minimum wages started a few yeaferbehe creation of the ILO. At
the beginning of the 20th century, very few cowggnvere experimenting with this
new instrument, with the limited scope of protegtworkers in low-paying industries
or activities. A broader question was brought ® iHtO under the idea of a “living
wage”. After discarding the possibility of setting an international minimum wage,
the ILO was the forum where countries and thepattite representations discussed
the general principles that a minimum wage fixiogwention should have. In a very
European dominated debate, some sceptics thougyfet was no need to introduce a
minimum wage, as collective bargaining would depelath the expansion of
industrialisation providing a bilateral instrumdot wage fixing. In fact, this trend did
not happen, and minimum wages proved to be a \aafulinstrument for guiding
wage determination, while protecting less skilleatrkers.

The concept of minimum wages evolved during thesjgzarticularly during the
1960s, when it was conceived as an instrumentdon@mic development.
Convention N° 26 was revised, and the new instrurf@onvention N° 131) has a
larger scope and developed the criteria that shioeifhken into account when fixing
or reviewing a minimum wage. Discussion on this @amion coincides with the
highest point in the consideration of wages issuthb ILO. At that time, Convention
N° 26 was the third most ratified Convention, shagvihe importance it had in the
countries agenda.

After that point in time, the wages issue was nraliged. At least two reasons can be
mentioned: one is responsibility of the Office ahd Organisation, and the second is
external to the house. In the early 1970s the WiBnighloyment Programme was
launched, and became the main pillar of ILO actRaradoxically, after so much
fruitful work had been done on developing a wagstrument, it was not properly
integrated into the employment creation strategyit@ external side, during the
1980s and 1990s, the call for flexibility was ingorated into the stabilization and
adjustment programmes. Minimum wages were seersasrae of rigidity which
impeded labour market efficiency, rather than dulsestrument as a wage floor
which guaranteed a decent standard of living. Qutivis period, valuable action by
the ILO continued mainly through technical cooperaat the country level, but lost
global public visibility.

While at the creation of the Organization wagesewsrt of the core values, the
reaffirmation of the ILO’s mission during the 199did not include the issue of wages
e.g. the Declaration of Fundamental PrinciplesRights at work of 1998 made no
reference to this issue. However, most recentlshages in view of signs of revival of
“living wage” concerns in some countries sincettiva of the millennium, the 2008
ILO Declaration on Social Justice for a Fair Globation refers to a minimum living
wage. Given the current food crisis and rapidlyéasing prices of energy and other
basic economic inputs and consumer commoditiesandces, the minimum wage
may be set to experience an age of revival.

The main contribution of the ILO was certainly g the knowledge about this

instrument, the basic criteria to be taken intoaod for fixing them. At the
beginning of the 21st century, more than 90 pet oéthe countries have a minimum
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wage, being one of the most extensively applieddalpolicies. The very existence of
the minimum wage as part of the basic policy ta®Isot under question any more,

but the remaining challenge is to arrive to a broaalsensus on its correct
implementation.
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