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Introduction 

This report begins by elaborating the current state of labour sector, formal as well as informal. 

Pakistan with an estimated population of 189 million, is the sixth largest country in the world. 
According to the Labour Force Survey 2014-15, it had 61 million Labour Force comprising of all 
persons of age 10-year and above (There are roughly four million child workers). Table 1 
demonstrates the make-up of labour force in Pakistan. 

Table 1: An overview of the Labour Sector 

 Millions % 
Labour Force 61.04 100 
Unemployed 3.62 5.94 
Employed 57.42 94.06 
Agriculture 24.27 42.27 
Non-Agriculture 33.15 57.73 
Formal 9.092 27.43 
Informal 24.06 72.57 
Services 20.17 35.12 
Industry 12.98 22.61 

 

The high ratio of informal sector employment (72.57%) also translates into a high level of 
vulnerable work. About 61% of the employment is vulnerable. Vulnerable work implies that the 
wages and salaried workers are irregularly paid, they are employed with unfixed wages or 
salaries, they lack protection against redundancies, and enjoy neither social protection nor rights 
at work. That 41% engage in excessive hours of work, i.e. more than 49 hours a week, is yet 
another sign of vulnerability (International Labour Standards Unit 2016b: 13).  

The level of literacy is poor as half the labour force is unlettered. For details, see Table 2. 

Table 2: Literacy level in the Labour Sector 

Level of education in 2014-15 % of the total 
Illiterate 49.35 
Literate 50.65 
Below-Matriculation 36.09 
Matriculation 10.14 
Intermediate (Two years of college) 2.91 
Graduates 1.19 
Post-Graduates 0.32 



A big majority in the industrial and manufacturing sector works in hazardous conditions. While 
Baldia Factory fire in 2012 claiming the lives of 258 workers made global headlines, work-related 
deaths and injuries are reported every month. In 2016, a ship at Gadani Ship Breaking Yard caught 
fire leaving 25 dead while another 58 received severe burn injuries (PILER, 2016: 21). In 2018 
alone, 90 miners were killed in various incidents in the Balochistan province alone (Kazim, 2019). 
The incidence of occupational disease/injury is 4% for overall economy (International Labour 
Standards Unit (2016a:17).  

Likewise, the level of unionisation is indeed low. In a workforce of 69 million, there are only 7,000 
unions with 1.4 million members while the workers in the informal sector (nearly 8.5 million 
domestic workers and 12 million home-based workers) as well as agriculture sector workers 
cannot form/join unions (Jameel and Ahmad, 2018). Meantime, the state-support for the 
workers is miniscule. For instance, there are less than 500 labour inspectors (one labour inspector 
for 18,000 formal sector workers) but over 40 labour laws instead of one unified and simplified 
one.  

1.1. Minimum Wage and Social Protection 

Constituting the minimum wage is a provincial subject since 2010 following 18th amendment in 
the Constitution. Before the 18th amendment – aimed at devolving federal powers – minimum 
wage was set by the Federal government (more on the topic below). The minimum wage in the 
four province is as following: 

Table 3: Minimum wages in four provinces in 2018 

Province Minimum Wage (in Pakistani Rupees*) 

Punjab 15,000 ($ 107) 
Sindh 16,200 ($115) 
Khyber Pukhtoonkhwa 15,000 ($ 107) 
Balochistan 15,000 ($ 107) 

*PKR 138=USD 1 (exchange rate on Jan 12, 2018). 

The Minimum Wages Ordinance 1961 was the first systematic effort in Pakistan to set a minimum 
wage (Amjad, 2001: 127-129).  

In terms of social protection, the private sector workers are covered by the Old Age Benefits 
Institution (EOBI). The EOBI was established under the Employees Old Age Benefit Act, 1976. 
Under this Act, contribution is payable every month by the employer to the EOBI in respect of 
every person in his/her insurable employment at the rate of 5% of his/her wages in the prescribed 
period. A matching 5% is provided by the Federal government. The EOBI has only 4 million active 
contributors (and most likely is not sustainable beyond 2027). 



Workers protection is also available through the provincial Social Security Institutions. However, 
only 1.8 million workers are registered with the provincial security institutions which provide 
healthcare and other monetary benefits during the period of employment (Ahmad, 2018).  

1.2 Status of Labour Rights in the Country 

The brief data cited above shows that a large majority of workers in Pakistan are employed in 
the informal sector doing vulnerable jobs while they in general lack social protections in any 
meaningful sense. Though there are certain constitutional guarantees providing the workers 
such rights as freedom of association yet such rights are seriously curtailed and undermined 
either by way of contradictory and restrictive legislations or actual socio-political and 
economic conditions.  

Let us take into account the question of unionization alone because unionization is 
instrumental in securing the workers’ rights.  

The employees in such public-sector enterprises as railways, Pakistan International Airlines 
(national flag carrier), Wapda (electricity department), have the right to organize in the 
unions. The civil servants and public-sector employees in many other branches, however, can 
not form unions (details below). Likewise, over 40% of the 61 million labour force works in the 
agriculture sector but has not been covered by the legislative purview. As shown above, only 
nine million (27%) work in the formal sector. However, even formal sector workers in various 
branches have been deprived of protections available under the country’s labour laws. Trade 
unions cannot be built in the following sectors or industries:  

1. Government Services (Provincial). 
2.  Federal Government. 
3.  Defense Lines Pakistan Railways. 
4.  Agriculture (forestry, hunting, and Fishing). 
5.  Self-employed Persons. 
6. Hospitals and Clinics. 
7.  Education Institutions. 
8. Export Processing Zones and specific public sector enterprises falling into this category. 
9. Pakistan Security Papers. 
10. Pakistan Security Printing Corporation. 
11.  Wah Ordinance Factory. 
12.  Pakistan Council of Scientific and Industrial Research. 
13.  Defense Housing Authority. Karachi  
14. National Logistic Cell. 
15.  Civilians of the Defense Services 
16.  Watch and Ward, Security or Fire Service of Oil, Gas, Seaport or Airport 

Employment declared as ‘essential services’ by the Essential Services (Maintenance) Act, 1952 
(ESMA, 1952) can be applied in any sector to deny the trade union rights to the workers. For 



instance, In Karachi in mid-1992 the Port Trust, Karachi Electric Supply Corporation and Water 
and Sewerage Board were placed under strict ESMA, 1952 controls. Back in the 1990s, the 
Motorway project built by South Korean conglomerate, Daewoo, was put under ESMA back in 
the 1990s (Khalil, 2018: 48-49).  

Trade unions are in a better position to protect and promote worker rights once they attain 
the status of a collective bargaining agent. There are only 1,390 unions with this status. It 
means that there are thousands of workplaces and millions of even formal sector workers 
without the right to bargain collectively.  

Policies and Laws  

2.1 Policies and Laws related to Minimum Wage and Social Protection 

Pakistan has a complex national minimum wage system. The complexity owes to the confusion 
created, firstly, by two ordinances that regulated the minimum wage before 2010; secondly, 
because of the 18th constitutional amendment in 2010.  

Until the 18th Amendment in 2010, the minimum wage was regulated under (a) the Minimum 
Wage Ordinance for West Pakistan, 1961 (b) the West Pakistan Minimum Wage for Unskilled 
Workers Ordinance, 1969. 

Since 2010, the setting of minimum wage has become the responsibility of provincial 
governments owing to the 18th Amendment in the Constitution. This amendment was aimed at 
a devolution of federal powers to four provinces. However, under the section 270A of the 
Constitution, all laws with respect to devolved subject areas that were in force immediately 
before the 18th Amendment remain in force until repealed or amended by the concerned 
provincial authorities. Consequently, post-2010, the Islamabad Capital Territory (ICT) and the 
four provinces have either re-legislated the above ordinances (in two cases) or adopted the two 
above ordinances (see Table 4). Exactly, it is provincial Minimum Wage Boards that constitute 
the minimum wage. The Minimum Wage Boards are tripartite bodies consisting of members from 
the trade unions, employers’ associations besides the  representatives of the provincial 
governments.  

Table 4: Legal situation post-2010 

Region Legal Position 
ICT Minimum Wage Ordinance 1961 
Punjab Minimum Wage Ordinance 1961, as amended 

by Minimum Wage (Amendment) Act 2012 
Sindh Minimum Wage Ordinance 1961  
Khyber Pakhtunkhwa Minimum Wage Act 2013 
Balochistan Minimum Wage Ordinance 1961 



The past, i.e. pre-2010, practice was: the federal government would announce the minimum 
wage while the provincial governments would implement it through the Minimum Wage Boards. 
The 1961 Ordinance empowered provincial governments – upon recommendations from the 
provincial Minimum Wage Boards – to declare minimum wages for unskilled and juvenile 
workers, as well as for workers in particular industries. This system is often referred to by the 
concerned stakeholders as the ‘skilled workers system’. 

After 1969, the federal government began to set the minimum wage rate for unskilled workers 
under the Unskilled Minimum Wage Ordinance, 1969. This system is often referred to by 
stakeholders as the ‘unskilled system’. Under this law, the federal government can declare 
minimum wage rates for unskilled workers in a Schedule to the Ordinance.  

No Minimum Wage Boards were established under the federal legislation (i.e under the Unskilled 
Minimum Wage Ordinance, 1969), and no criteria for wage setting were stipulated. Changes to 
the Schedule could be made simply by federal legislation. For example, the federal Finance Act 
of 2008 amended the Schedule of the 1969 Unskilled Minimum Wage Ordinance in order to 
increase the minimum wage rate from PKR 4,600 to PKR 6,000 per month for the financial year 
2008-09. 

Historically, provinces have exercised their powers in wage setting under the Minimum Wage 
Ordinance 1961. In practice, this implied that the Minimum Wage Boards would set the minimum 
wage. This practice has continued post-devolution, as provincial governments continue to notify 
wage rates pursuant to the 1961 Ordinance, or provincial legislation enacted ever since (See 
Table 4). 

However, pre- and post-2010, confusion has marked the setting of minimum wage. Before 2010, 
both the federal and provincial governments could set the minimum wage. Hence, there were 
multiple ‘minimum wages’. Presently, the continuing applicability of Unskilled Minimum Wage 
Ordinance, 1969 is being debated. While this ordinance has not been either expressly repealed 
or amended, the federal government has no residual power in relation to minimum wage since 
it would be unlawful for the Centre to legislate on a subject in the provincial ambit. In practice, 
the provinces and ICT are exercising their powers in respect of labour laws under the Minimum 
Wage Ordinance 1961 or newly enacted provincial legislation (which in practice implies minor 
adjustments to the Minimum Wage Ordinance, 1961). 

2.2 Status of Implementation 

The implementation of minimum wage can be guaranteed through the provincial Departments 
of Labour. These Departments of Labour have a dedicated ‘Wing’ on Minimum Wage and there 
are Directors Implementation to ensure the implementation of minimum wage. These 
departments take an action on any complaint filed either by the worker or any concerned 
stakeholders such as trade unions. In case, the minimum wage is not implemented, the 
Department of Labour can impose a fine or sentence the violator to jail. However, the fine is 
miniscule: Rs 600 ($ 4) or the jail term is two months.  



 

Despite the above mechanism, the lack of implementation, particularly in the informal sector, is 
indeed pervasive owing to a number of reasons. Firstly, workers themselves are not aware of the 
basic minimum wage. Secondly, their work is vulnerable and they are afraid to complain as a 
complaint will cost them their jobs. Thirdly, unionisation is at a low level hence an institutional 
fight for the minimum wage is still missing. Finally, the role of the Departments of Labour is 
questionable. They are neither well-equipped to perform their task nor willing to act in the 
interest of the workers.  

How many in the labour force lack/denied minimum wage? An exact answer is not possible owing 
to a lack of data and research. However, one can hazard some guess. Firstly, the agricultural 
sector which accounted for 43.5 per cent of employment in 2014-15, is excluded from minimum 
wage protection. Anecdotal evidence and personal observations suggest that the workers in 
agriculture sector are not getting the minimum wage.  

Similarly, a recent ILO report, basing it findings on research conducted in 2012-13, demonstrates 
that the workers besides in such sectors as wholesale, retail, restaurant and hotels were not 
receiving minimum wage. According to the same ILO report, the agriculture sector workers were 
getting roughly 60% of the stipulated minimum wage during the period of research. The report 
further claims that 24% workers were not getting a minimum wage (ILO, 2016: 49-50).  

2.3 Polices and Laws that Prevent Guaranteeing Minimum Wage and Social Protection Services  

As stated above, the Minimum Wage Ordinance, 1961 remains the regulating mechanism despite 
the 18th Amendment both in the ICT and the four provinces. The Minimum Wage Ordinance, 
1961, expressly excludes three categories of workers from the ambit of minimum wage:  
employees of the federal or provincial governments; agriculture workers; and miners in coal 
industry1.  

In addition to the above exclusions, the statutory minimum wage effectively excludes informal 
sector workers since it applies to workers employed in an industry/industrial 
establishments/commercial establishments.  

Workers can only be covered by the minimum wage in ICT, Sindh, and Balochistan if they work 
within an ‘industry’ as defined by section 2(xiv) of the Industrial Relations Ordinance 1969 and 
section 2(iii) of the Payment of Wages Act 1936. 

Under the Industrial Relations Ordinance 1969 [now the Industrial Relations Act 2008], ‘industry’ 
implies “any business, trade, manufacture, calling, service, employment or occupation of 
producing goods or services for sale excluding those set up for charitable purposes”. The 

                                                           
1 Coal Miners are covered by the minimum wage under the Coal Mines (Fixation of Rates of Wages) Ordinance 
1960. 



representatives of the trade unions have been pointing out that mere the definitional confusion 
around the term ‘industry’ denies many workers the right to unionise. 

Likewise, under the 1969 Unskilled Minimum Wage Ordinance, the statutory minimum wage 
applies only to workers employed in commercial or industrial establishments where “fifty or 
more persons are employed or were employed on any day during the preceding twelve months”. 
This in other words effectively excludes considerable section of the work force employed at 
smaller units, domestic workers and workers in such branches as hoteling, transport and small 
workshops of various sort.  

2.4 Status of International Conventions and Covenant on Minimum Wage and Social Protection 

Pakistan has not yet ratified any of the following three ILO conventions on the minimum wage: 

1. C026 Minmum Wage-Fixing Machinery Convention, 1928.  
2. C099 Minimum Wage-Fixing Machinery (Agriculture) Convention, 1951.  
3. C131 Minimum Wage Fixing Convention, 1970.  

2.5 Institutional Mechanism to implement the Minimum Wage and Social Protection Services  

Pakistan has not yet ratified any of the three ILO conventions on the minimum wage. However, 
as pointed out previously, the mechanism for fixing of minimum wage exists at the provincial 
level in the form of Minimum Wage Boards.  

The functions of the Minimum Wage Boards are in general consistent with the ILO Minimum 
Wage Fixing Convention, 1970.  

The Minimum Wage Boards are tripartite structures, as pointed out above, and consist of 
following members: 

(1) the Chairman; (2)  an independent member; (3)  one representative of the workers in the 
province; (4)  one representative of the employers in the province2. 

(When considering wage rates for particular industries, one representative of the workers and 
one representative of the employers in that industry). 

 

                                                           
2 In Punjab, the Director of Labour Welfare is included as a fifth permanent member. 

 



While the Minimum Wage Boards can review the minimum wage rates in view of the changes in 
economic conditions and rising costs of living at least once every three years, the provincial 
governments retain ultimate power in relation to minimum wage setting. The legislation is silent 
on what happens if the government does not refer or direct the MWB to review the rates for 
more than three years. In addition, there is nothing in the legislation that binds the provincial 
government to the rate recommended by the MWB. Where there are discrepancies between the 
rate recommended by the MWB and what the provincial government considers to be an 
equitable rate, the provincial government can simply deviate from the recommendations as it 
retains the power to declare the minimum wage rate, as well as to specify “modifications and 
exceptions” in its declaration. 

Nature of the Problems in relation to implementing the Minimum Wage Schemes 

3.1 Trends and Extent of Labour Rights Violations 

According to an Index issued by the International Trade Union Confederation (ITUC), Pakistan 
ranks among the countries where labour rights are not guaranteed at all. According to ITUC index, 
countries have been categorised into five groups (rated from 1 to 5 while 5 is sub-categorised as 
5+). Pakistan falls into Rating 5 in the league of such countries as Saudi Arabia and Iran (ITUC, 
2018). 

Bonded labour and child labour remains in place. For instance, only in 2016, bonded labourers 
were freed in three separate cases (over two-dozen workers in every case) while roughly 10% of 
the work force is aged 9 to 14 years of age (PILER, 2016: 28). 

3.2 Poverty and Inequality Impact 

The estimates of poverty in Pakistan are produced by the Planning Commission using the ‘cost of 
basic needs’ (CBN) methodology. Until recently, the approach used to estimate the headcount 
poverty in Pakistan was based on the ‘food energy intake’ (FEI) methodology3. Using the CBN 
methodology, the poverty line has been revised from PKR 2,259.44 to PKR 3,030.32 per adult per 
month. 

However, according to the Multidimensional Poverty Index (MPI) jointly issued in 2016 by 
Ministry of Planning Commission, the UNDP and the Oxford Poverty and Human Development 
Index (OPHI), 38.8% live below the poverty line. Since the MPI does not offer figures in terms of 
income, let us stick by CBN methodology for the purpose of this paper.  

                                                           
3 The poverty line was estimated in 2005-06 as Rs 944 per month. It was estimated as the equivalent of 
2,350 calories per adult per day.  

 



Considering the fact that Pakistan currently has a family size of 6.8 and 1.5 earning members per 
family, this translates into a monthly income of Rs18,000 (Rs 2,647 per person per month).  

The question, however, is: do people really earn that much in Pakistan? According to the Labour 
Force Survey 2012-13, 60% of the employed workers earn less than PKR 10,000 per month (20% 
earn up to PKR 5,000 and 40% between PKR 5,000-10,000). Only 22pc employees earn more than 
Rs 15,000 per month. It must be also be considered that only 38.8% of the labour force earn 
wages, while 60% are either own-account workers or contributing family members (vulnerable 
forms of employment). 

While poverty in Pakistan has declined since the 1990s (see Table 5 below), inequality has either 
grown or remains unaddressed (Pasha, 2018). The question of inequality can be approached in 
three ways: (1) inequality between urban and poor areas; (2) regional levels; (3) class-based. 

While Table 5 and Table 6 demonstrate the regional and urban-poor divide4, the class inequality 
can be gauged from the fact that the richest 20 % (18 million) in Pakistan spend seven times 
more than the poorest 20 % (72 million) while the former consume 1.5% more than the latter  
(Talpur, 2017; Ebrahim and Ali, 2015). 

Table 5: People living below poverty line (according to MPI) 

Region % of people  
FATA 73 
Balochistan 71 
Khyber Pakhtunkhwa 49 
Gilgit Baltistan 43 
Sindh 43 
Punjab 31 
Azad Jammu Kashmir 25 

Source: MPI 2016 

Table 6: Official Monetary Poverty Rates in Pakistan 

Year National (%) Urban (%) Rural (%) 
1998-99 57.9 44.5 63.5 
2001-02 64.3 30.1 70.2 
2004-05 51.7 37.3 58.4 
2005-06 50.4 36.6 57.4 
2007-08 44.1 32.7 49.7 
2010-11 36.8 26.2 42.1 

                                                           
4 In 2016, an urban worker was earning PKR 18, 041 while the rural worker was earning PKR 12. 501 a month. 
Sectrowise, an argricultural worker was earning PKR 7,804 a month, a Financial sector worker was earning PKR 
38,695 (PILER, 2016: 19).  



2011-12 36.3 22.8 43.1 
2013-14 29.5 18.2 35.6 

Source: Planning Commission 

Recommendations 

4.1 For SAAPE to engage with the National Campaign which will have Regional Significance 

Based in the federal capital Islamabad, the Institute for Labour Rights (ILR) is planning campaigns 
on wage issues. A not-for-profit organization, ILR also geo tags labour inspections data. For 
details: http://www.ilr.org.pk/the-whistlers/.  

4.2 Provide a list of possible Legal Actions that National Civil Society could Challenge at 
Court/Government Authority, Para-legal Authority 

For the first, statutory cover must expand in order to cover workers in the agriculture and 
informal sector, in particular, domestic work must be included in any law guaranteeing a 
minimum wage. The best solution would be to legislate a universal law about wage and salary 
earners.  

Non-implementation of minimum wages in many workplaces can be highlighted through 
challenging in the court. 

 Contract workers in many industries and services are working for more than 8 hours and their 
wages are not up to standard of minimum wage according to law. Some of the sectors can be 
shortlisted, for examples; workers in big shopping malls, guards in private security companies, 
security staff at banks, factory workers in contact labour etc. 

This action can bring the issue at surface and more efforts can be done to improve the 
implementation process by labour department.  

4.3 Provide a list of possible Policy Actions that a Lobby could be done to change the Policies in Favour of 
Labour both at Formal and Informal Sector 

Shifting from minimum wage concept to living wage concept is one major policy matter that be 
worked upon. Other action can be inclusion of all kind of work in the notification of minimum 
wages which is done by informal sector workers. There should be a separate list of work done by 
informal sector for rates of minimum wage in the notification by labour department.  
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