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The period 1950-1460 has been cne of general
eccnomlc expanslion for the Indian economy in which
Incomes rose znd industry expanaded. There was an
irncrease In the wayes ¢f workers in mining and manu-
facturling industriecs. The gnvernment's earlier pro-
nouncements on ware policy snowed a deep concern
for upgrading the econcemic position of the factory
~warker in tre interest of sccial justice. Later, the
ciaims for economic develorment 1led to a revision of
this attitude In tre Interests of promoting savine,
capita: fcormation, and growth. A wage policy to
tacliitate growth had {te economic and o»necial im-
tlicatiors. There was a call for wage restralnt to
trevent wqres from exerting an Inflationary pressure
nothe e~onomy.  Frem the soclal peint of view, wage
relicy had te move In the direction of securing a
redacticn of inequality In 1ncome distribution.

Trhis study 1s based cn the bellef that durine tre
ferind 1250-19¢0, conslderable cranges in waze trends

ana differentials had taker place, and the nature of

.

taece changes and the ecorumic factore Influencine them
rz1 ro'% been clearly understocd.  The study calefly
concerns 1tself with these acpects of wages a~ they

re.ate to manufacturing intuastries fcr the abeve perind.
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In the literature on economic development, a
familiar theory holds that the level of wares 1in the
industrial sector 1is constant during the early stages
of industrialization of a developing economy, which 1is

1 The exlstence of this

endowed with a surplus of labor.
surplus is believed to give rise to a perfectly elastic
supply curve of labtor to industries which would hold
Industrial wage rates at a constant level. This theory
ralses interesting possibilities for the study of

wage trends in Indla and for consldering the issues
railsed in the formulation of a wage pollcy. These
follow from the fact, that thourh there may be factors
tendings to depress the level of warges in Indlan in-
dustries, 1t 1s nosslble even at an early stage of
industrialization, for wages to rise in puarticular
industries or regions, or reveul considersble differ-
entlals between irncustries or recions, or to do both on
a more dlsagzregeted level. Thls makes 1t necessary

to distinguish between the level of wages and wage

differentials in order to zaensicer the influence of

1John Feli and Gustav hanis, Development of the Lator
Surplus Fconomy: Theory and Policy, the Economic
Growth Center, Yale University, 1564, pp. 260 ff.

For earlier references see, W. A. Lewis, "Economie
Development with Unlimited Supplies of Labour",

The Manchester School of Economic and Social Studies,
Vol. XXII, Nay 1954, pp. 139-91; also his "Unlimited
Labour: Further Notes", same Journal Vol. XXVI,

No. 1, Jan. 1954, pp.1l-31.
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the various economic factors, some of which would influence
the level, while others would affect the shaping of
differentials. PFrom a policy standpoint, the role of

wage differentials assumés importance in focussing

on relative supply scarcities for various categories

of labor at an early stage of development.

This chapter will be devoted to a review of the
literature specifically relating to studies on wage
trends and differentials in Indian industries. The
various approaches adopted in previous studies will be
emphasized and this will serve to show the neéd for
undertaking the present study. I shall comnent'on the
work of seven writers. Three of these works are
doctoral dissertations in American universities and
belong to a separate category of academic research.
Two others are the work of researchers in government
institutions. One 1s the outcome of research at the
industry level in the private sector and one more that
of an individual researcher. Of the works reviewed,
two may be regarded as long term studies dealing
specifically with the cotton textile industry, and the
rest as focussing relatively on shorter periods.

Each study 1s referred in a chronological order ex-
cept the two long term studies which are referred to
in the end, as they emphasize the historical aspects

of development in a specific industry.
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S. A. Palekar investigated1 the trends 1in real
wages in India for the period 1939-1950. The main
purpose of his study was to "investigate as objectively
as possible such important facts about the impoverish-
ment of industrial workers in India."2 He considers
industry and state series of indexes on real wages,
money wages, employment and cost of living for the
period 1939-1950. He shows that in engineering, minerals
and metals, government local fund facfories, paper and
printing, cement, skins and hides and miscellaneous
groups of 1industries, real wages had declined relative
to the position held by them in the base year. The
period from 1942 to 1947 stands out rather prominently
as one in which real wages were below the base year
level in all the industries, whereas textiles and the.
chemical and dyes group stand out prominently amongst
those industries which recorded real wage gains in
the post war period.3 Among the states, Bihar, Bombay,
Orissa and Punjab shoyed a decline in real wages com-

pared to thelr base year position. He observes that

lS. A. Palekar, Real Wages in India, International

Book House (Private) Ltd., Bombay, 1962. The
book forms the author's dissertation for the Ph.D
degree at Harvard University.

2
Ibid. p. 2.

3
Ibid. p. 157
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the movement of real wages in the various states dis-
closed generally a pattern of continuous decline
between 1939 and 1943 and of a steady rise thereafter
- till the end of the period.1 Though his study deals
mainly with real wages, he also draws some conclusions
on the movement of money wages. He finds that money
wages rose in all the industrial groups throughout
the entire period.2 In the states, the picture,
according to him, was one of continuous rise with
minor recessions. "Broadl§ speaking, money wages by
1950 reached a level of between three and four times

the 1939 level in almost all the states."3

The value of Palekar's work lies in tieprodigious

amount of statistical material presented by him 1in

this relatively neglected field of enquiry in Indian
economics. In the maze of data one finds it difficult
to pin point his main conclusions. One broad con-
clusion he reaches 1s summed up when he says, "An
examination of the all-India real wage series revealed
that by 1950, the workers had Just managed to regain
their base-year level of real wages.."u He stresses

chiefly two factors for this, namely the failure of

lb1d. p. 111.

2Ibid. p. 158.

3
y

Ibid. p. 112.

Ibid. p. 175.



earnings to keep pace with the steep rise in working
class cost of 1living on the one hand and the chronic
gap up to 1947 between the earnings of the workers and
the profits of the industry on the other.l His main
concern throughout has been to establish the fact of
the impoverishment of the industrial worker in India.
He also shows that, while money wages have gone up,
real wages have not increased but have Jjust managed to
reach their base year position. However, the study of
real wage trends in India is beset by the limitations
surrounding the use of the exlsting data on consumer
price index numbers, and in the face of this, thé
rather emphatic conclusions reached by him must be
questioned. Later in this study we willl show these
limitations in examining the developments 1n real
wages after 1950.

Philip Kotler has studieg the course of 1ndustrial
wages and industrial wage policy in the post 1939
per'iod.2 He has examined the structure as well as the
level of wages. In the former, he deals with wage
differentials and in the latter, has presented an in-

dex of real wages of his own for the period 1950-1954.

1
Ibid. p. 1C7.

2
Philip Kotler, Problems of Industrial Wage Policy
in India, unpublished Ph.D. Thesls, Massachusetts
Institute of Technology, Cambridge, Aug. 1956.
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In dealing with inter-regional wage differentials,
he chooses the years 1939, 1947, 1950, and 1954 as
the years to consider the changes in the ranks of nine
states and the size of the differential between the
high paying and the low paying states, choosing two in
each case. He concludes that wide differences existed
among the regions and that these differentlals had
shown a tendency to narrow since 1939.1 He does not,
however, draw a comparison between absolute and per-
centage differences. All his conclusions are based on
percentage differences. He then deals with inter-
industrial differences, and ranks eleven 1industries
for the years 1939 and 1949, according to their average
annual earnings, in order to examine the rankings of
the major industries in these two years. Next he ranks
several other industries based on the post 1950 in-
dustrial classification for the year 1954, and has
merely listed them for 1950, 1951, 1952, and 1953.
He observes that between 1939 and 1949 no change at
all was observed in the position of the lower paying
industries. His conclusion on wage differentials 1is

that "the substantial wage differential between the

1
Ibid. p. 260.
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highest and lowest paying industries have not shown any

tendency towards compression'.'1 He also concludes that

skill differentials in India remain substantially larger
when compared to some of the advanced western countries,

even though they show a tendency for narrowing.2 But

the examination of wage differentials 1s not the main
part of his study and he has not undertaken any de-
talled ranking of industries or states nor has he
addressed himself to both percentage and absolute
changes.

Kotler's approach to the study of industrial wages
goes one step further than that adopted by Palekar. Whille
Palekar concentrates his attention on the level of
wages, Kotler has attempted to analyse wage differentlals.
He further suggests certain factors for the existence
of differentials between the high péying and the low
paying industries. In this sense he has opened the way
for further research in this direction. However,
neither of them have investigated the factors responsible
for influencing the level of wages or 1ts differentials
by keeping these two aspects of the question separate.

For instance, in explaining the narrowing of skill

1
Ibid. p. 272.

°Ibid. p. 292.



differentials, Kotler cites increased acquisition of
skill, growth of unions, uniform wage fixation and
go#ernment intervention as factors that would unfold
and develop as 1ndustrialization progresses, contri-
buting to a narrowing of extreme‘ differences in income
and the securling of equal pay for equal work.1 The
question may be asked whether some of these factors
may influence only the level of wages while others may
affect wage differentials. Or again it may be.asked
whether we have enough empirical evidence to draw
such conclusions so that the question becomes one of
examining more carefully the existing data on trade
union strength, government intervention in wage fixing
and on increased acquisition of skills.

Before we leave the review of these two attempts
to study the course of industrial wages, a word must
be said about the kind of data utilized in the studiles.
Both studies are based on earnings data reported under
the Payment of Wages Act of 1936. Kotler has clearly

pointed out the limitations surrounding‘the use of this

data.2 He shows that for undertaking a study of wage

1
Ibid. pp. 273-T74.

2

“Ibid. p. 297 ff. Under the Act, returns are published
only for those employees earning below Rs 200 per
month. This 1imit on reporting earnings tends to
understate the extent of increase when workers move
to a higher wage bracket from one year to the next.
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trends, thils source tends to understate the extent

of increase 1in wages.1 However, for the earlier period
which Palekar has studied, data reported under this

Act was the only comprehensible source available. But
in 1946 the Census of Manufactures came into existence
and this source has been utilized in the present study.
In reporting the data the Census does not make a
distinction on the basis of a worker's earnings and
does not include, on this basi@ categories of workers.
But it provides separate data for workers and other
salaried employees. Besides, the earnings reported
under the Census include$ the money value of various
benefits or concessions received by the workers. These
in many cases could be substantial amounts, and in a
period of 1ndustrial expansion, could increase con-
siderabl,. A reference to this has not been made 1n
the data reported under the Payment of Wages Act.

Owing to these differences in the Census data, 1t

i1s hoped that a clearer picture of wage trends can be
presented in this study than has been possible before.
Though at the time of his writing Kotler could have

used the Census data, he has not done so because he

To the extent we have this downward blas in the
use of this source, Palekar's findings on real
wages must be taken with some reservations.
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belleved that an index of earninys based on either
source would not be very dif‘f‘erent.1
The next reference 1s to a paper prepared by A. K.
Chatterjee2 for the Indlan Statistical Institute, in
which tle author examines wage trends of persons em-
ployed 1n twelve manufacturing industries for the
pericd 1946-1952. He uses tle data provided by the
Census of Manufactures. According tc¢ him, the cement
industry has shown the highest rise in earnings by an
Increase of 172. 25 per cent.3 Further, he says that
in six other industries tlre rate of increase In earnings
is above 100 per cent and in five industries 1t 1is
below that. The author has not made a comprehensive
study of the o:ker industries included 1rn the Census
of Manufactures, but has made rather dubious comparison
of real earnings in two periods - one based on 1939
relying on the earlier data reported under the Payment
of Wages Act and the other on 1946 based on Census
figures. Frcm this type of comparison he says that we

”

could "assume" that in "some of the Industries under

1
Kotler, op. cit. p. 301, fcotnote.

2A. K. Chatterjee, "Trends in Labour Productivity

and Wages in Twelve Selected Industries, 1946-1952",
working paper of the Indlan Statistical Institute,
Planning Division, Dec. 4, 1956.

3
Ibid. p. 17.
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our study" (obviously referring to the C.M.I. industries)
per caplita real earnings 1n 1952 is even less than the
pre-war level.1 On the whole, the analysis 1n the

paper 1is brief.

Palekar's second book was completed 1in 19592. He
says "It was begun in 1955 ith the somewhat limited
objective of ascertalning the impact of India's First
Five Year Plan, which was then in its last year of
executlon, on the real wages of factory workers in
India."3 Once again Palekar stresses the point that
the lot of the factory worker at the end of the First
Five Year Plan had not improved and that they did not
even recelve a living wage. Since most of his calcu-
lations in this book are meant to up date the data of
hls prevbus work which we have already considered, we
will not examine them in detail. He finds that in
both 1Industrles and states there has been an increase
in money and real wages in a majority of cases, but In

srite of thls, the real wage position of the worker had

1
Ibid. p. 19.

5 .
S. A. Palekar, Prcblems of Wage Policy for Economic

Development, Asia Publishing licouse, Bombay, 1962.

3
Ibid. Acknowledgment.



not improved. He 1s extremely critical of the wage
policy followed by the government, and the con-

cludirig chapters of the book are devoted to an almost
emotional plea for wage policy to be directed towards
providing the worker with tbqﬁhysical means for attaining
a minimum of health and comfort.

Recently a member of the research staff of the
Reserve Ekank of India has studied the trends in mconey
and real wages in India for the period 1951-1961.l le
has not computed filgures of his cwn but presents the
data taken from the Labour Bureau publication, viz. the
Iridian Labour Statistics. The study has not drawn
any significant concluslons, but merely summarizes the
data. Tlectject of the writer seems to be to provide

a factual background for a critical examination of the

current waze policy.2 He finally says "though the average
annual money wages per industrial worker have shown more
or less a continuous rise since 1951, real wages per
factory worker have fluctuated from year to year.

Secendly, there was a decline in real wages per worker

1

H. B. Shivamaggi, "Trends in Money and Real Wages
in India, 1951-1961, Reserve Hank of India - Bulletin,
April 1964, pp. 421-37.

-~

Ibid. p. 421,
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during the Second Plan period ...........Thirdly, as many
as 43 per cent of the factory workers were earning
Rs 3 or less per day in 1958-59. These point up the
need for an integrated approach to wages policy."1

A study of the inter-industry wage structure has
beenmade recently by C. K. Johril and N. C. Agarwal?,
based on the €ensus of Manufacturing data for the
period 1950-1961. The authors claim that they have
analysed the Inter-industry wage structure from the

demand side. The reason they give for this Chvmx)

1
Ivid. p. 432.

2

C. K. Johri and N. C. Agarwal, "Inter-industry
Wage Structure in India, 1950-1961 - An Analysis)
Indian Journal of Industrial Relations, Vol. 1,

No. U, April 1966, pp. 377-414.
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is “partly because we wanted to compare results for two highly dissimilar
economies, Vig. , the United States and India, and partly due to the
non-avajilability of data on the supply side."! In describing the main
theme of the paper they point out, "The focus of the paper is on the
structure of money wage earnings in different industries, and on the
analysis of the factors operating upon it from the demand side of

the market. From this analysis we .also draw a few pertinent comnclusions
for policy purpou."2 A general hypothesis is suggested by them as
follows, "In an economy, such as India, which is going through

the early phases of development, the labour market is generally
unorganised and fluid. This characteristic of the market permits
relatively free movement of labour, in different skill categories,

in response to changes in demand, It follows that relative changes im

money wage rates are determined by the relative excess demand for lnbour."3

2 l\./fofit g
They do not explicitely test $8, but draw support for it from
their finding that during the period 1950-1960, the average industrial
wage rate has been steadily rising and accompenied by significant

shifts in the relative positions of different 1ndu|triel.‘ These

l.1bid. p. 378.
2
1bid. p. 379.

31bid. p. 390. This hypothesis is taken from Bent Hamsen's essay on
“Full Employment and Wage Stability', in John T. Dumlop's edited
essays, Theory of Wage Determination. The authors acknowledge this
in a foot note and say that this is sufficiently gemeral to be of
use in a particular case that is analysed by them.

“Ibid. p. 386.
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two findings are based on a study of the movement of the average daily
earnings in the industries. On the basis of these findings they argue
that there has been a widening of the inter-industry wage structure due
to the fact that the rapidly grewing industries will pay more to their
workers while the stagnant and declining industries will take advantage
"of imperfections in the labour market' to deliberately lag behind the
pace of earnings. Theoretically, if the labor market permits relatively
free movement of labor as suggested under their hypothesis, then earnings
differentials ought to show a tendency towards narrowing instead of widening,
This would follow from the fact that labor would move from industry to
industry in search of higher rewards thus minimizing the differences

between them, However, the authors also refer to '

'imperfections in the
labor market' when dealing with the wages in stagnant or declining
industries, In fact, 1t is not clear how they ever come to support the
hypothesis they have adopted, For instance, it is difficult to agree
with their conclusions that there has been a signi€icant shift in the
relative position of different industries, for they give no detailed
ranking of the industries by wage changes for each year,

The chief value of the work lies in the authors' attempt at an
anilysis of the inter-industrial wage structure in which they have tried
to relate differentials to specitic economic variables affecting them,
But the study i3 not solely directed towards explaining the position in
India, for their desire to compare India with the United States as the
starting point. of their study has resulted in their neglecting to analyse

the data more carefully in the case of the former,
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Finally we come to some long term studies on the cotton textile
industry in India, a major industry employing nearly half of the factory
labor force. K. Mukherhi,\studying wage trends in this industry, has
shows that the real wage(for the average fully employed operative had
increased by about 2.7 times between 1900 and 1951.1 In another study
relating to the industry in western India, he observes that the internal
relations @f the cotton textile industry seem to have been dominated
by external demand and price relationship in the textile market. Downward
revision of wage cost séem to be difficult, except in relation to small
adjustments.2 In his study of the industry in Ahmedabad, he finds that
the level of real wages by the fifties of this century increased 2,53
times the wage level of the first years of the century.3

These studies mainly show the increase in the level of wages for
long periods extchding to fifty years. They are useful as historical
references and are included here for this reason., There also seems
to be a difference of opinion among the two writers cited in this review.
The increase in wages to which Mukherji alludes is contrary to a different
finding by M. D. Morris who says '"The evidence suggests that during the
critical period, the half century before 1920, mills were able to obtain
new recruits without any significant upward pressure on wage rates at

/
which novice mill hands were employed.'' He argues that there was no

K. Mukherji, "Trends in Textile Mill Wages 1900-1951" Arthavi jana,
vol. 1. 1959, p. 95

2K Mukher ji, "Trends in Textile Mill Wages in Western India; 1900-1951,"

Arthavijana, Vol, 4, 1962, p. 164, -

3K. Mukherji, "Trends in hecal Wages in Cotton Textile Industry in

Ahmedabad," Arthavijana, Vol. 3, No. 2, June 1961, p. 134,

4M. D. Morris, The Emergence of an Industrial Labor Force in India,
A_Study of the Bombay Cottom Mills, 1354-1947, University of California

Press, Berkeley, 1465, p. 2.3
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upward trend in wages smewage® in the cotton textile mills in Bombay
before 1920,

The historicai approach has thus not been fully explored, and it
should be stressed that in the absence of more studies on this, a full
appreciation of the causes that influence wage trends as well as differ-
entials at the present time would be greatly hindered. But undertaking
studies based on this approach is extremely difficult in India, in the
abgence of wage data extending backward through time.

The above review has served to show the different approaches adopted
in studying industrial wage trends in India. The mojor concern among
the writers has been to assess the economic position of the inQustrial
worker, Most of the studies have concentrated on the level ofaéages.

As pointed out at the begining, it is necessary to make a distinction
between the level uf wages and wage differentials for considering
separately the influence of the various economic factors affeeting
them. This study has maintained this distinction and deals first with
the level of wages and then considers inter-industry and inter-state
differentials, in manufacturing industries for the period 1950-60.

In each case, the nature of the changes in wage trends are measured
with special attention to the statistical problems relating to these
measurements., The attempt to consider separately the economic factors
influencing the level of wages and shaping their differential has been
made., In this connection, spé}al gtention has been paid in emphasizing
the limitaﬁions surrounding the use of the existing data on wages in

India, which has led to pjinpoint areas for undertaking further research.
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An empirical investigation is only one aspect of a wage study. The
aim of constructing the indexes and subjecting them to a statistical
analysis has been to examine the iisias raised in formulating an appro-
priate wage policy for economic development. These issues relate to
government wage policy and its influence on the level of wages and wage
diffefentials; the role of wage differentials in focussing on relative
supply scarcities for various categories of labor at an early stage
of development; and finally, the need for further research to be
undertaken in the specific areas opened up by this study.

Chapter 2 deals with the wage structure in manufacturing industries,
chapter 3 examines the inter-industry wage structure and chapter &4 the
inter-state wage structure, Finally chapter 5 discusses the issues
relating to the formulation of an appropriate wage policy for economic
development, The appendix discusses the methods involved in constructing
the indexes, and the adjustments made in the data for the years 1959
and 1960, since these were drawm from a different statistical series,

The tables computed in this study are included in the end.
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CHAPTER 2

The Wage Structure in Manufacturing Industries

It was pointed out in the introduction that we are mainly
concerned with analyzing the changes in the wage struc;ure of
hanufacturing industries in India. This chapter undertakes
such ‘an analysis of the overall wage structure for the pefiod
1950-1960.1 Two aggregate series of average annual wages have
been compared. One of the series has been computed from the
.data on average annual wages for twenty-six manufacturing in-
dustries, and the other, from the average annual earnings
figures of manufacturing industries in twelve states. An
analysis of money wages, real wages, and employment will be
made in an attempt to (a) show the changes as revealed by the
data utilized in this study and (b) provide explanations for

the changes observed.

I. Change in Money Wages

For the whole period of this study there has been an
increase in money wages in both absolute as well as in relative

terms. The following table sho}s the changes.

1Throughout the study, the absolute measure relates to
1950-1960. The relative change is based on 1950.
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1951
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1954
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1960
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Table 1

Average Annual Wages in Manufacturing Industries

All India, 1950-1960

(1) ) (3) (%)
BxﬁIndustries Index: 1950=100 By States Index:
Rs. 927 100 933 100

1041 110 1043 111
1095 115 1094 116
1129 119 1127 120
1117 119 1134 121
1102 119 1119 120
1148 124 1161 126
1187 - 126 1202 131
1208 129 1233 134
1298 135 1237 138
1461 152 1426 159
534 527% 493 59%

Source: Computed from, India (Republic), Directorate of Industrial

Annual Survey of Indust®ies

Note

Column 1

Column 2

Statistics, Report on the Cemsus of Manufactures, and the

The average annual wage for each year has been obtained
by dividing the aggregate average annual wages of all the
twenty-six industries by their aggregate average amnual

employment for that year.

The money wage index for each year is derived by taking
the weighted average of money wage indexes for the twenty-
six industries for that year, the current average annual

employment in each industry being used as weight.

where Al is the money wage index for all Indis
I:; is the money wage index for industry j

Ej is the annual eamployment for industry j

(cVﬁ )

1950=100
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Column 3 The average annual wage for each year has been obtained
by dividing the aggregate average annual wages of all
the twelve states by their aggregate average annual
employment for that year., The employment figure for
1959 and 1960 is the original figure reported, and not
the adjusted one, used later in the study. See Appendix,
pp. 168-69.

Column 4 The money wage index for each year is derived by taking
the weighted average of money wage indexes for the
-twelve states for that year, the current average
annual employment in each state being used as weight.

where AI is the money wage index for all India
Ij is the money wage index for state ]
Ej is the annual employment for state j
We may now compare both series with respect to the absolute
and relative changes in average annual earnings. In the
industry series, there is a decline of Rs. 12 between 1953 and
1954 and of Rs, 15 between 1954 and 1955. The index of momey
wages 1s constant for the years 1953, 1954 and 1955. In the
case of the state series, there is similarly a decline of Rs. 15
between 1954 and 1955 and an increase of Rs., 31 between 1957 and
1958, followed by an increase of Rs., 4 for the following year. For
the industry series, there has been a steady increase in the index
of money wages throughout the period, the index never once
showing a decline. The state series, however, shows that there has
been a sharp increase during 1950 to 1953, a slight decline in
1955, followed by a steady increase up to the end of the period.

Also, one gets the impression that the index has moved in

discrete jumps, e.g. sharp increase between 1950-53 followed by a
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leveling off, then again a jump from 1955-1956, then again a
very sharp jump from 1959-1960. The index for 1959 and 1960 must
be interpreted in the light of the change in the coverage of factories

introduced by the-Annual Survey of Industries which replaced the

Census of Manufactures in 1959. The increase in the index after

1958 could be due to the wider coverage of the Annual Survey. But,
even 1f we take the period 1950-1958 the general increase in the index
is clear,bas it is seen that in both series, never once has it shown

a decline below the value for the base year.

We may now examine the change for the whole period by seeing
which industries and states have shown the greatest increase in money
wages. The following table shows the ranking of industries according to
the highest increase in absolute as well as in percentage terms for

the period 1950-1960.

Table 2
Industry Ranking by Change in Average Annual Money Wages- All India
1950-1960
(1) (2) (3) (4) (5) (6)
Industry S 1950 Absolute Change % Change Rank
Money Wage + Rs. (1950-1960) Rank  1951=100
[ ¢ot 3/iol 2)x100
Sewing Machine 1589 1986 1 125 3
Electric Fans 846 1447 2 171 2
Starch 411 973 3 237 1
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(1) (2) (3 4y (5) (6)
Industry 1950 Absolute Change Rank 7% Change Rank
Money Wage Rs. (1960-1960) 1950=100
Soap 1130 841 4 75 7
Iron & Steel 1492 831 5 54 12
Chemicals 927 806 6 87 5
Paints & Varmishes 980 674 7 69 8
Biscuit Making 705 597 8 85 6
Sugar 508 557 9 110 4
‘Cement 906 510 10 56 11
Cotton 1113 492 11 44 16
Electric Lamps 904 427 12 47 14
Tanning 692 415 13 60 9
Jute Textiles | 773 355 14 46 15
Glass 586 339 15 58 10
Wheat Flour 854 333 16 39 18
Dist. & Breweries 787 303 17 39 18
Paper 902 300 18 33 19
Bicycles 1281 299 19 23 23
Matches 987 268 20 27 . 22
Wodllen Textiles 919 254 21 28 —, 21
Plywood and Tea Chests 586 232 22 40 17
¥egetable 0il 541 165 23 31 20
Rice Milling | 266 141 24 53 13
Fruits & Veg. Canning 629 21 25 3 24
Ceramics 760 -50 26 -6 25

Source Computed from, India (Republic), Directorate of Industrial Statistics, Report

e e - -

Note Wheat Flour and Distillerias have the same percentage ranks. Ranking is done
numerically with #1 denoting the highest rank, in Col. 3 and 5,

We shall also rank %he s3tates siuilirly as follows.
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Table 3

State Ranking by Change in Average Annual Money wages - All India

1950-1960
(1) C “12) (3) (4) (5) (6)
State 1950 Absolute Change Rank 7 Change Rank
MONEY Wages "Rg, (1950-1960) 195@=100 =
Col. 3 x 100
Col., 2
Bihar 1133 1104 1 97 2
Delhi 1134 624 2 55 7
Bombay 1160 599 3 52 8
Madras 794 536 4 67 4
Madhya Pradesh 760 464 5 61 5
Andhra 425 451 6 106 1
West Bengal 812 425 7 52 8
Punjab 714 405 8 57 6
Orissa 523 397 9 76 3
Uttar Pradesh 765 389 10 51 9
Rajasthan 670 341 : 11 51 9
Assam 841 -12 12 -1 10

Source: Computed from, India (Republic), Directorate of Industrial Statistics,
Report on the Census of Manufactures and the Annual Survey of Industries,

Note: Bombay and West Bengal have the same percentage ranks. Similarly Uttax
Pradesh and Rajasthan also have the same percentage ranks. Ranking is done
numerically with #1 denoting the highest rank, in col. 3 & 5.

It is necessary to consider both the absolute and percentage changes in
analyzing the rankings. This is so because some industries and states which show lc¢
absolute increases reveal higher rates of growth in money wages. Among
the top five industries, Sewing Machine ranks first in the whole group of
26 industries having the largest absolute increase and Starch ranks first showing
the highest percentage increase, On the other hand, Sewing Machine is placed

third in percentage -bRerease (}rv¢m)
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increase. There is no change in the ranking of Electric Fans

either in absolute or percentage terms. Thus, the first three
industries show a great similarity in their rates of growth of
money wages.

Three industries, Chemicals, Biscuit Making and Sugar show a
higher relative growth in money wages than Soap which comes within
the top five. Likewise, Chemicals, Paints and Varmishes,

Biscuit Making, Sugar, Cement, Tanning and Glass show a higher
rate of growth in percentage terms than Iron and Steel which
finds a place among the top five in absolute increase in money
wages.

Among the last five industries, Ceramics has shown a decline
in wages. It is the only industry among the twenty-six industries
showing a decline. There have been changes in the ranks of
the other four in this group with respect to percentage increases.
Fruit and Vegetable Oanning occupies the lowest rank among all
industries showing an increase in wages. Rice Milling has shown
a higher percentage increase than twelve other industries, even
though it is in the low five group. It has shown a higher rate
of growth than Cotton Textiles, Electric Lamps, Jute Textiles,
Wheat Flour, and Distilleries and Breweries (same rank), Fruits
and Vegetable Canning, Paper, Bicycles, Matches, Woollen Textiles,
and Ceramics. Vegetable 0il shows a relatively greater percentage
increase in wages than Bicyles, Fruits and Vegetable Canning,

Matches, Woollen Textiles, and Ceramics. Plywood and Tea Chests
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also exceed seven other industries as Wheat Flour, Fruits and Vege-
table Canning, Distilleries and Breweries, Paper, Bicycles, Matches,
and Woollen Textiles.

With respect to the states, Bihar shows the largest increase
in absolute, and Andhra the highest in percentage terms. Assam
ranks last in both cases with actually a decline in money wages.

The most interesting feature of the table is the identical ranks
in the rates of growth in wages in ﬁhe two states - Bombay and
West Bengal - considered to be the leading industrial states,
They have shown allower percentage increase than Andhra, Bihar,

Delhi, Madhya Pradesh, Punjab, and Orissa. [Ovor)



A major conclusion that emerg=s fr.m the above
tavles 1s that the avera.e annuai carnings of workers
in manufacturing induztries have fncreazsed for the
rerici 1390=1960, When the Industries ar i states
are ranked according t¢ the increase in thelr wages,
we f'ind that with the exception ¢f cne Industry
(ceramics) and one stave (Ascam) average annual money
wages have increased in all cther caszes. It 1s also
Important to bear In mind that the rather sharp in-
crease for the termiral years 195%% ar.d 1660 sr-uld te
interpreted in the light of tie wider coverage of the
ANnnual Jurvey of Industries. There mav be come up-
ward blas In the figures, the exact extent of wnich
ts difficuit t> determine. However 1 we focus on
the period up to 1958, beth the industry serles and
Lhe rtate rerles show an increase in the overall Index.

(R4

we may niow consider the sctors that have In-
"

fluerced the upward movement in tle jevel of wages.

fiereral bcensomic Fxjpansicon and Tneoresase in Inoomes

Jnder the stlmulus provide! by develispnment planning,

toae s ericd 1950-1960 was marred bty a considerable



increase of 1nvestment.1 A study made by the United

Natioria notes:

"The rate of gross investment rose from an
estimated 13.6 per cent of gross national
product in the first plan to 18.5 per cent
in the second plan. The rate of develop-
mental outlays and private 1nvestment to
national income came to 16 per cent in the
first plan, and to 23 per cent in the
second plan. At current prices, develop-
mental expenditure 1increased from Rs 30
billion in the first plan to Rs 71 billion
in the second plan. The outlay thus must
have more than doubled even in real terms."?

If we are to rely on the above findings, we should
expect to find an increase in national income with an

increase in the various sectors in which 1t originates.

lIndian statistics on investment do not provide de-
tailed breakdowns of estimates of net investment by
sectors. It would be highly desirable to have some
estimates of net investment distribution with de-
tailed breakdowns within the ind§litrial sector so
that we may trace the effect of increased 1nvest-
ment activity on the growth of incomes within

this sector. But 1In the absence of such estimates,
we have to rely on the breakdown of national in-
come flgures by industrial origin.

2
United Nations, Econcmic Survey of Asia and the
Far Fast, 1961, Bangkok, 1962, p. 84,
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owégém, The following table shows the growth in national income by in-
dustrial origin., The percentage of the total national income originat-
ing in the various sectors is also given.

Table &

National Income by Industrial Origin - All India
1951-52 to 1961-62
In Rs.Abja which means 100 crores, 107 (at current prices).

"] v
e =4 o
] o) -
(7] n - wt: © -;
E 3 Fl : o NV ) Eo - o -
n - PN 3} w o Q A W o) o
S o 19} O & -~ > N E Oe O = =~ =
o0 - a, — e - @ - £ c N4
c o .0 - — 2 I Cord M N — <] —
% -~ oo —~ @ I ~ X 3 N o o c «
(] =] Q & ) o o~ - g W S o - o o
Y o o @ gt: o O Ef-h ;um: [Y o O 1 7] [e]
> = e =) ”v m = O O~ oMM OW = O (&) (]
1 2 3 8 4 5 6 7 9 10 11
IN RUPEES, ABJA: 100 CRORES, 10°.
1951-52 0.9 6.4 9.5 16.8 0.4 2.1 0.8 14.6 17.9 34.7 99,7
1952-53 0.9 6.4 9.7 17.0 0.4 2.0 0.7 14.7 17.8 34.8 98,2
1953-54 1.0 6.9 9.8 17.7 0.4 2.0 0.8 14.8 18.0 35.7 104.8
1954-55 0.9 7.5 9.6 18.0 0.4 2,2 0.8 14,7 18.1 36.1 96.1
1955-56 1.0 7.8 9.7 18.5 0.5 2,5 0.9 14.9 18.8 37.3 99.8
1956-57 1.2 9.0 9.8 20.0 0.5 2.8 1.1 15.2 19.6 39.6 113.1
1957-58 1.4 9.8 10.0 21.2 0.5 3.2 1.2 15.8 20.7 41.9 113.9
1958-59 1.4 10.0 10.3 21.7 0.6 3.3 1.3 16.3 21.5 43.2 126.0
1959-60 1.4 11.1 10.7 23.2 0.6 3.3 1.4 17.0 22.3 45.5 129.5
1960-61 1.6 13.2 11.2 26.0 0.6 3.6 1.6 17.6 23.4 49.4 141.4
1961-62 1.7 15.4 11,7 28.8 0.7 3.8 1.9 18.4 24.8 53.6 148.0
IN PERCENTAGE OF THE TOTAL NATIONAL INCOME.
1951-52 0.9 6.4 9.6 16.9 0.4 2.1 0.8 14.6 17.9 34.8 100
1952-53 0.9 6.5 9.9 17.3 0.4 2.0 0.7 15.0 18.1 35.4 100
1953-54 1.0 6.6 9.3 16.9 0.4 1.9 0.8 14.1 17.2 34.1 100
1954-55 0.9 7.8 10.0 18.7 0.4 2,3 0.8 15.3 18.8 37.5 100
1955-56 1.0 7.8 9,7 18.5 0.5 2.5 0.9 15.0 18.9 37.4 100
195657 1.1 7.9 8.7 17.7 0.4 2.5 1.0 13.4 17.3 35.0 100
1957-58 1.2 8.6 8.7 18.6 0.4 2.8 1.1 13,9 18.2 36.8 100
1958-59 1.1 7.9 . 8.2 17.2 0.5 2.6 1.0 13.0 17.1 34,3 160
1959-60 1.1 8.6 8.2 17.9 0.5 2.5 1.1 13,1 17.2 35.1 100
1960-61 1.1 9.4 7.0 18.4 0.4 2,6 1.1 12,5 16.6 35.0 100
1961-62 1.2 10.4 7.9 19.5 0.5 2.6 1.3 12.4 16.8 36.3 100

Source: P-T-0 (Over)
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Source Govermment of India, Cabinet Secretariat, Central

Statistical Organization, Department of Statistics,
Estimates of National Income 1948-49 to 1962-63,
New Delhi, Feb. 1964, Table 2 and 2.1, pp. 2-3.

We may first refer to column 10 which gives the grand
total of columns 1 through 9 which seem to represent the
modern wage earning sector. The percentage of the total
national income originating in this sector shows a slow in-
crease from 34.8 in 1951-52 to 36,3 in 1961-62. Column 9
shows a decline from 17.9 per cent in 1951-52 to 16.8 in
1961-62. But, there is an increase in the percentage of the
total national income in the sector comprised of mining, fac-
tory establishments and small enterprises, as revealed in
column 8. Specifically, the percentage incre;se in factory
establishments and mining is higher than that of small enter-
prises,

The increase in the national income originating from
factory establishments gives us a clue as to the general
economic expansion that has taken place in manufacturing
industries. Under the impetus of the First and Second Five
Year Plans, the net investment in manufacturing has increased,
thereby leading to the expansion of existing firms and the
birth of new firms in the case of existing industries and the
establishment of new industries. This has had the effect of
raising the level of the average annual wages of the factory

worker.



A comparison of the rate of growth in per capita
income with the rate of growth in the earnings of
different categories of employees reveals that for
the period 1950-51 to 1960-61, the percentage increase
in theearnings of workers in mining and factorles has
exceeded that of other classes of workers as shown in

the following table.
Tanle 5

20 v ik S e T
1 2 3 4 5 6
Year Per Capita Income Factory Mines Rail- Central Rural
L8-14g 58-59 Employees ways Govt. Skilled
Prices Prices Worker
. Es. 5 Index Numbers at current Prices(1950-51=100)
1950-51 2uT 280 100 100 100 100 100
1951-52 250 283 108 105 106 103 106
1952-53 255 289 116 111 109 104 107
1953-54 266 301 115 111 110 108 104
1954-55 267 303 115 113 117 108 103
1955-56 267 300 122 115 113 108 108
195€-57 275 307 123 151 116 108 109
1957-58 267 297 128 168 122 113 114
1958-59 280 312 130 179 125 116 117
1959-60 279 310 134 192 128 120 123
1960-61 293 322 143 199 137 126

Source Col. 1A, 2-6, Government of India, Planning Commission,
KReport of the Committee on Distribution of Income and Levels
of Living, Part I, Distribution of Income and Wealth and
Concentration of Economic Power, New Delhi, 1964, pp. 59,80.
Col. 1B, U.N. Economic Survey of Asia and Far East 1961,
Bangkok, 1962, p. B82.

Col. 5 includes railways.

(Ovef)



. 33 -

NE. The earnings of factory employees reported above
1s not strictly comparable to the data computed
in this study relating to workers 1in manufacturing,
the source used in thls table being different.

The table shows that per capita income has in-
creased by 15 per cent between 1950-51 and 1960-61.
Earr.irzs in minlng and factories have shown an 1in-
crease of 99 and 43 per cent respectively.

Concentrating our attention on the manufacturing
sector, 1t can be argued that, with the growth in
income, there has been an increase in demand for goods
produced inthis sector. In the absence of data it 1s
difficult to ascertain, to what extent there has been
an increase in the income elasticity of demand for
manufactured goods+ @ur , if we distinguish the
period 1950-1960 as one of general economic expansion
as agalnst the period prior tn 1950 as one of catching
up with war time backlogs, ¥t 1is reasonable to
suppose that this income elasticity of demand ;ﬁd@d

increased considerably. In the face of this in-
crease, - - --->, 1ndustries have enjoyed relatively
more favorable product market conditions compared to
the previous period. Thils factor has favorably in-
fluenced the profit position of industries enabling

them to grant increases in wages. -

1Two types of elasticlities have been stressed. These

are, elasticity of demand for goods and services as a
function of personal disposable income, and the more
general elasticlty with respect to changes in national
income. See, Subbiah Kannappan, "Wage Policy in Economic
Development-Some Critical Issues", Economic Weekly,

Aviriisem 1 Alerovm b o~ on I viIrT [N P cC £ TV~ AangLh
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The Role of Government Policy

The government appointed a committee on profit
sharing in May, 1948, to devise a system in which

labor's share of profit could be determined. The

'committee observed that labor's share should be 50%

of the surplus profits after allowance for depreciation,
reserves, and falr return on capital employed.1 Thus
in principle, government pollcy has recognized the idea
of profit sharing in industry. If it -an be shown

that there exists a surplus of prcfit after sliowlng

hlaenves
A

for depreciation and labor could legitimately
claim a share of thils surplus. In practice, the claim
has been related to tie payment of bonus which is now a
component of the total wages recelved by the worker. The
questlion whether the payment of bonus should be linked
with prcductivity or profits has recently been re-
viewed by the Bonus Commission which submitted 1its
report in 1964, The Commission favoring a profit
sharing bcnus, polnts out:

"In view of the objections to tieproposal by

large sections of employers as well as by

almost all the unions, and the practical

difficulties inherent in any such proposal,

we are unable to recommend that the concept

of bonus based on profits should be re-

placed by an annual bonus linked with pro-

duction or productivity. It 1s doubtless
true that properly devised incentive systems

1The reference to the committee on profit sharing
has been taken from the following report.
Government of Indla, Ministry of Labour and
Employment, Report of the Bonus Commission,

New Delhi, 1964, pp. 6-7.
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in manufacturing concerns form a useful

part of the wage structure and would help to
increase production, but they cannot be
suggested as a substitute to Ieplace the
annual profit sharing bonus."

The wage data in our study includes bonus,
and hence we can establish a relation between
profit and wages. The payment of bonus has become an
i1ssue before the courts and under pressure of Jjudicial
awards, many employers have been forced to adopt a
permissive attitude towards wage 1ﬁcreases.

The findings made 1in this sfudy suggest that'the
newer industries have shown a higher relative 1ncrease
in wages compared to the older established industries.
This can be seen by comparing industries like Sewing
Machines, Electric Fans, and Chemicals, with Cotton
and Jute textiles. It 1s likely that profits 1in
these 1ndustries have increased owing to the growing

and unfulfilled demand during the period of our study

and that these industries have found it relatively

2
easy to pay higher wages. Profitability in this way

lThe reference to the committee on profit sharing has

been taken from the following report. Government
of India, Ministry of Labour and Employment, Report
of the Bonus Commission, New Delhi, 1964, p. 27

2The bicycle industry seems to be an exception in

so far as it 1s one of the newer industries. It
may be that 1t has expanded in the direction of
providing more employment than in offering
higher wages.
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can definitely be related to wages. In the United
States Slichtér found that "wages within a considerable
range, reflect managerlal discretion, that where manage-
ments can easlly pay high wages they tend to do so, and
that where managements are breaklng even, they tend to

keep wages down. "%

In India, managements may be willing
toc pay higher wages out of Increased profits to acquire
more efficlient and experienced workers, to reduce

absenteeism2 and to maintain better discipline within

the factory.

(; _Bu e 7

1

S. H. Slichter, "Notes on the Structure of Wages,"
FRevlew of Economics and Statistics, Vol. XXXII,
Feb. 1950, p.88.

2Absenteeism rates are high in Indlan industries.
For an exhaustive and historical reference on
absenteelsm see, Subbliah Kannappan, Labor Force
Commitment in Early Stages of Industrialization,
unpublished manuscript, Department of Economics
and 3chool of Labor and Industrial Relations,
Michigan State University, East Lansing, Appendix
IV, pp. 58-61.




The establishmert o ware toards in different
inducstries 1s another feature cf ». vernment wage policy
that must be considered as influeneci: g the Increase 1In
the level of wages. OSo far, el-ver industrles, name.y,
cotton textiles, sugar, cement, !ite, tea, coffee,
and rubbker planataticns, Ircn and steel, ccal mining,

mi.:.c3
Iren ore mining, lime store ani do}umite‘have been

471

covered by wage boards. The cotteon textlle and sugar

el

{ndustries were covered In 1957, cement in 1956,

Jute Industry and tea planatuaticons In 19605 coffee

and rubber planataticons in 1971; iron and steel and

ccal mining in 1962; i{ror. ore and limestone and dolemite
mines in 1953,1 The following table shews the range

2f percentage increase cver existing wages In three

Industries as a result of wapxe toard recommendations.

Tne information in this pararraph has teen

obtained from the followlny source: K. K. Malviya,
"Reflections on Wage Roard", Indian Labour

Journal, Vol. V, No. 3, Sept. 1964, p. 728.

Tr.e author, when writing this was the Deputy
Minister, for Labcur and ¥mpioyment in the

central governmernt.
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Table &

’ Range of Increase over Existing Wages and Number of Workers Beriefited
by Recommendatlons of Wage Boards

1 2 3 4 5
Incustry Date covered Ranﬁe of Percentage Fercentage of
by Wage Board wage increase increase over workers bene-

existing wages fited to total
Nc. of Workers

1. Cotton Textiles 1957 Rs. 8 to Rs. 10 8.6 to 21 99.8
per mensem

2. Sugar 1957 Rs. 21 to Rs. 47 38 to 117 96.2
per mousen

3. Cement 1958 Rs. 5. 84 to Rs. 7 to 100 100.0

45. 50 per mensem

Source Compiled from R. K. Malviya, "Reflections on Wage Boards",
Indian Labour Journal, Vol. V, No. 9, Sept. 1964, pp. 728-30.

The table shows that the range of increase over existing
) wages 1s very large in cement and sugar compared to
cotton textiles. It 1s also seen that the percentage
of workers benefited 1s quite high 1in all the three
industries. We may now consider the recommendation of
the wage board for the jute industry as 1t 1is another
major industry which provides employment to a large
number of workers. The board was appointed in 1960.
At the time when 1t investigated into the wages of
workers, the basic wage of the lowest category of
workers was Rs.3U4. 67 and with a dearness allowance of
Rs.32. 50, the total came to Rs.70. 02 per month. The
board recommended a basic wage of Rs U40. 17, a dearness

1
allowance of Rs 32. 50 and an increment of Rs 8. 33.

1Gover'nment of India, Report of the Central Wage Board

for Jute Industry 1963, Manager of Publicatlons, Delhl,
1964, p. 4O, 68.
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The board also gave similar recommendations for other
categories of workers.

Thus, the role of government policy in raising
wages can be traced to these developments. These have
secured significant wage premiums for the industrial
worker compared to other wage earners in urban services

and those 1n rural occupations.

Trade Unionism and the Level of Wages

In the west, opinion 1s divided on the question of
union influence on wages and there are those who stress
the importance of market forces, and those that point
out that unions have significantly raised wages. The

usual technique of the latter school of thought 1s to

compare union and nonunion wages 1in a particular setting.

If wages are higher in the union setting, i1t might
signify that unionism was responsible for the increase

in the wage of the average unionized worker.d Thus

power force advocates stress the strength of unions in
ralsing wages, while market force supporters minimize
its role, 1f they filnd, that the union-nonunion wage
differential could be explained on economlic grounds.
In Tndia, there has not been any attempt to study
the effect of unionism by comparing union and nonunion

wages in a particular setting. Dr. A. J. Fonseca,

1Richard Perlman(Ed), Wage Determination-Market or
Power Forces?, D. C. Heath and Co., Boston, 1964,
p. 7.
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however, attempted to relate indices of the degree of
unionization, (Percentage of the total industrially
employed working force who are members of trade unions)
with cost of living, money earnings, real earnings,
' and
employment, production, pr-oductivity.1 His work does
not answer questions regarding unlon-nonunion wage
differentials. Nevertheless, hls findings have pro-
voked further thought in this neglected area of en-
quiry. Dr. Fonseca polnts out,
"A 1 per cent increase in the degree of unioni-
zation will lead to a rise of .18 per cent in
the wage rate. Similarly, an increase of 1
per cent in the cost of living will bring about
a rise in wages of .91 per cent. And lastly,
an increase of productivity by 1 per cent_will
cause a rise in wages of 2. 09 per cent."
In conclusion he says, "It is clear that there 1is a
very close correlation between the cost of 1living and
money wages, while that between money wages and the
degree of unionization 1s considerably lower.3
In a following article the same writer cites the
use of the well known Ccbb-Douglas production function

for assessing the share of labor in the domestic product

and argues a case for enlarging the scope of the variables

A. J. Fonseca, Wage Determinatlion_and Organized
Labor in India, Oxford University Press, 1964,
pp' 19R§50

2Ibid. p. 199.

3Ibid.
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included in the runction.l He says,

"One of thme variables would have to represent
union effectiveness in promoting economic
growth by raising the total output. For this
purpose, a further set of variables to represent
increase in union membership, its financial
stability, its age, its representativeness
in the industry, and similar aspects would
have to be chosen." 2

He stresses that the function of sound trade unionism

"would be to improve the quality of labour and thereby
contribute handsomely to an increase in production."3

He then ties this argument up by asserting that in the
organized sector of Indian industry, where trade

[

unions have their largest following, great strides
in production have been made.“

Dr. Fonseca places considerable faith in the power
of unions to raise the level of wages. But it 1s d4diffi-
cult to agree completely with his view, especially
when his own‘calculations lead him to conclgde that
the correlation between money wages and the degree of
unionigation is considerably lower than that between

money wages and the cost of living. In evaluating the

role of unions in India the characteristics of Indian

1A. J. Ponseca, "Contribution of Trade Unions to

Development", Indian Journal of Industrial Re-
lations, Vol. 1, No. 2, Oct. 1965, p. 179-80.

2Ibid. p. 180.

31b14.

“Tv1d. p. 181. He also says that this is due to

the efforts of both labour and capital and it
would be difficult to argue that the impact of
trade unions has been entirely negative.
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unions are not fully grasped. Reminding that this
factor 1s important, Dr. S. Kannappan points out,
"The typical union is small, and lacks stable
leadership. The labour movement as a whole
is ridden by political factions. "Rational"
union behavior, in the context of this acute
rival unionism need not be the same as the goal
of a "rational"” militant leader maximizing any
single or complex of objectives pertinent to the
union or i1ts members. It most certalinly does
not follow that a carefully calculated attitude
to wage, employment and Yroductivity relation-
ships will be dominant."
The above passage clearly shows that one cannot
place too much emphasis on union power to ralse wages.
olro
It 1sapointed out that environmental conditions and
government policy have discouraged the development of
strong, Job-centered unicnism and co-equal working
relationshlps between worker and management.2
The point regarding the size of the unions 1is
particularly relevant because of the uncertain nature
of the data on union membership. The former Deputy
Chief Labor Commissicner to the government of India,
S. B. Kale, who was concerned with the development and

executlion of verification procedure of trade union

membership has furnished verified figures for 1952-53

1

S. Kannappan, "Union Adjudication and Wages",
The Economic Weekly, Annual Number, Feb. 1962,
pp. 223-28.

5 :
Van Dusen Kennedy, "The Role of the Union in the
Plant in India", Industrial Relations Research

Aaagnlaﬁign_zzggﬁg%%esf. Eight Annual Meeting,
New York, Dec. -30, 1955, Publication 16, 1956,

p. 263.
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to 1962-63.1 For instance, membership claimed by the
Indian National Trade Union Congress in 1952-53 was
1,347,320 whereas verified figures are 919,258.

In 1962-63, claimed membership was 1,828,783 where as
when verified 1t stood at 1,268,339. Similarly, he
provdes figures for the other major unions. But even

he has not been able to verify the figures for all the
years. This was either because, the list of members was
not submitted, or verffication was not dcne at the request
of the union. It follows that we cannot place too

much reliance on the index of unionization, which 1is

likely to overatate the degree of unionization. ( 67an)

18. B. Kale, "Verification of Membership of Trade

Unions", Indian Journal of Industrial Relations,
Vol. 2, No. 1, July 1966, pp. 64-65.
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II. Change 1n Real Wages

7 wiade w\lwe will examine the change 1in
Real Wages for all India. A comparison of Real Wage

indexes computed from the Industry Series and the
State Series will be made. However, it should be
noted that real wage estimates for all India are at
best a rough approximation'as there are wide variations
in the comsumption habits of workers in different
regions. At present these estimates are made by
deflating money wages by the consumer price index
applicable to factory workers. Price relatives of
fixed baskets of goods and services said to be con-
sumed by workers are welighted according to consumption
expenditure on different items to yleld a set of
working class consumer price index numbers. However,
the existing series of index numbers are far from
satisfactory. The Labour Bureau which publishes them
says,

"The index does not measure the absolute level

of prices but only the average percentage

change in the prices of fixed basket of goods

and services at different periods of time.

The index does not also measure changes in the

total expenditure of the population-group or,
in other words, their actual cost of living."

Government of India, Labour Bureau, A Guide to
Consumer Price Index Numbers, 1960, Simla, p. 4.




. 45-

Besides the above drewback the index numbers avyailable at
present -—--- » are based on family budget surveys
carried out during World War II. The Labour Bureau
itself admits that these surveys carried out 20 to
25 years ago are not a true reflection of the present
spending habits of workers.1

A more detailed examination of real wages would
be undertaken in the chaptér on inter-state wage
differences. This 1s more likely to give a clearer
indication of the extent of real wage change 1in
each state.

The most exhaustive study on real wages has been
undertaken by Dr. S. A. Palekar whose main findings may be first

considered, - 2> He points out that for the period

1939-1950 an examination of the all-India real wage
serles revealed that by 1950, the workers had just
managed to regain thelr base year level of real wages.

Real wages attalned a peak in 1940 and declined

1

Ibid. Introduetory Note. In 1958 fresh family
budget surveys were made on the basis of which

new working class consumer price index numbers

are now under preparation. Dr. A. J. Fonseca
citing a government report on readjusting the

index numbers for industrial workers in Bombay
writes, "In the latest survey of family budgets
undertaken by the Labour Department of the Govern-
ment of Maharashtra, in the year 1958-59, the
number of items for which information was collected
was 119, while in 1932-33 when the previous family
budgets were collected the number of items was only
47." See A. J. Fonseca, "Contribution of Trade
Unions to Development", Indian Journal of Industrial
Relations, Vol. 1, No. 2, Oct. 1965, p. 183.
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thereafter, to register a low level in 1943. During

the war there were real wage losses in all the States

except the Punjadb. Real wage losses were sustained

in all industries except Gins and Presses. He,

however, finds that the post war period brought with it

"some additions to real wages" of workers in all the

States except the Punjab which enabled the workers in

most States to regain their 1939 wage position.l
Philip Kotleg presenting data on a Statewise

series of real wages shows that real earhinga rose

by 21 per cent between 1950 and 1954. Calculating on

base 1950 he says that the rise was greatest between

1950-52 whereas the period 1952-54 was marked by

comparative stability.2
The index of real wages computed in this study cannot

be strictly compared to the previous btudies owing to

basic differences in data and covefage. The studies

prev busly made show that, after the war, real wage

gains have been made by the workers. ?hat this trend

. seems to have continued since 1950 (? shown by the

indexes computed below.

1
S. A. Palekar, Real Wages in India, International
Book House Ltd. Bombay, 1962, p. 175-76.

2Philip Kotler, "Problems of Industrial Wage
Policy in India", unpublished Ph.D, thesis,
Massachusetts Institute of Technology, Cambridge,
1956, p. 336, 349.



1950
195
1952
1953
1954
1955
1956
1957
1958
1959
1960

47

Source Computed from, India (Republic), Dlroctorlto of

Industrial Statistics, t
Marmfactureg, and the w&m

ndi abour Journal, Vol. II, No. 12, Dec. 1961,
PPe 1290-

Govermment of India, Central Statistical Organi-

tation, ati ct of the Indd
Union, 19575d0 Pe 525 and 1%1. Pe 331

Column 2 26

where Al 1s the Real Wage Index for all India
I, is the Real Wage Index for industry J
l; is the annual employment for industry J

Table ?
nd Wage ndustrieg and Stateg -
Base 1950 = 100
ndugtrie Xateg
100 100
105 106
113 14
n2 15
nz 12
124 128
‘s 122
114 120
m 1ns
13 1n9
12 13k
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- The all India working class conmmer price index numbers,
reduced to base 1950 were used to deflate the index of
money wages for the industries.

Column 3 (2
= Iy &
Al .

1 _
S Ry
]

where AL is the Real Wage Index for all India
I.J is the Real Wage Index for state J
J

is the anmual employment for state J

For each state, the consmumer price index mmbers relating
to the centers were ocombined using the 1951 population
of the center as weights to arrive at a weighted index
for the state as a whole, This weighted index was used
to deflate the index of money wages for that state.



In the case of the iIndustry series there 1s drop by
one point 1in 1953, by six points in 1956, by a further
drop of four points in 1997 followed by a decline of
three points for 1958. 1In the case of the states series
the index declines by six points in 1956 after a
steady rise up to 1955. For 1557 and 1958 there seems
to be a siight decline by two points in each case.

The ranking by real wages by industries will follow
the same ranks as in the case of the index of money
wages glven previously. It may be recalled that the
real wages are derived 1in each case by deflating the
money wage by the consumer price index. But in the
case of the states they would differ according as the
price 1Index differs from state to state. We may
present these as follows. Bihar showed the highest
increase for the whole period (1951-1960) with an 1in-
crease of 91 points, followed by Andhra 63 points,
PurjJab 55 points, Orissa 54 points, Madhya Pradesh 49
polnts, Rajasthan 47 points, Uttar Pradesh 39 points,
west Bengal 36 points, Delhi 29 points, Madras 18
points, and Bombay 14 points. There was a decline 1in
the case of Assam by 6 polints for the whole period.

No doubt there were fluctuations 1in each case which
may be explained on the basis of the fluctuations 1n
the working class consumer price Indexes. As mentioned

above, it would be more appropriate to consider the



changes 1n each state 1n a subsequent chapter dealing
w;th Inter-state differences in wages.

The main conclusion to bte drawn from our real wage
indexes 1s that there has been an increase in real
wages 1f we take the whole period into account. The
figure for money wages includes besides the basic wage,
cash allowances including dearness allowance, bonus,
and the money value of various benefits received by
the workers. In recent years the gcvernment has made
various attempts to 1link the payment of dearness
allowance to the consumer price index in order to
safeguard the real wage position of the worker.
Three main agencies can be distinguished which lay
down the principles governing the linking of the dearness
allowance with the consumer pfice index. These are
Adjudicators and Tribunals, Wage Boards and the state
governments acting independently under the provisions
of the Minimum Wages Act of 1948. There are variations
in the manner in which the linking i1s done, but the
fact 1s, the factory worker is partially compensated
for price increases of the essential commodities he
consumes. Further it can be said that such compensation
has improved his real wage positlion. The dearness
allowance forms a substantial part of total wages and it
has risen in recent years. In 1957, out of an average

annual per capita earning of Rs 1,216 (in the case of
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factory employees earning below Rs 200 per month)

in 2  thirteen states Rs 668 formed basic
wages, Rs 496 cash allowance including dearness allow-
ance, Rs 21 money value of concessions, Rs 70 bonus
and Rs A arrears. Thus, the other components besides
basic wage formed Rs 591 which is roughly half of the
total. Among the other "components"Agzzt'allowance
including dearness allowance formed more than 82 per
cent. During 1959 in the case of twelve states the
figure on per capita earning turned out to be Rs 1329
of which basic wage formed Rs 727, cash allowance in-
ciuding dearness allowance Rs 540, bonus Rs 49,

money valuc .f concession Rs 6 and arrears Rs 5.

Thus the "othcr components” besides basic wage amounted
to Rs 600 @ ,,icn cash allowances including dear-

ness allowance came to 90 per cent.1

The figures for both the years were taken from
The Indign Labour Year Book 1958, p. 65 and
The Indian Labour Year Book 1925, p. 42,
published by the Labour Bureau.
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IITI. Change in Employment and its Effect on Wages

The Mimistry of Labour and Employment in a recent
1

study on employment and unempioyment in India~ points
out that there are huge surpluses of man power in
certain ocoupations while at the saﬁe time there are
acute shortages in other occupations. The study also
takes the stand_that unemployment has increased in
urban areas though it does not deal with this problem

The follewing vefsrence shews , .
in any detail. a ¥hat .get much is known about ®%he extent

of unemployment.3s cisar fyem the -falisming pessege

¥ %o gly. "In the absence of unemployment surveys
conducted at regular intervals, there is as yet no
reliable information as to whether une-ploy-cnt.increaeed

or decreased during the Second Plan period".2 Analysing
the position with respect to factories,. 804 com-

puting indexes of enployloht in ractofies for the period
1950-195 .:;%;f "The plan(he refers to the First Five
Year Plan) does not seem to have stimulated factory

- employment. On the other hand, employment in factories
declined continuously almost during the first four
years of the Plan. It was only in 1955 that the volume

of factory employment was restored to its 1950 position".3

1

Government of India, Ministry of Labour and Em-
ployment Service (D.G.R.E.), Employment and Un-
employment Study No. 4, March 1959, p. 10.
rpia. p. 16.

33. A. Palekar, 2:9gl:me_g:_!ngn_xglxsx_zex;l§ggnnzs'
Bl!’iﬂﬂllﬂi Asia Publishing House, Bombay, 2,

»
P. .



-583-

The above observations do not refer to a detailed
breakdown of either industries or states. Though
Palekar haa presented indexes of employment for nine

1 he has not undertaken

states and twenty-five industries
any detailed examination of the trend of employment in
each of them. We will be mainly concerned with this
type of .nalyais. Also, we will analyse the changes in
unpioynent and its effect on wages. Changes in em-
‘ployment, whether in absolute or relative terms, cannot
be meaningfully discussed merely by a reference to its
increase or decline. What is more important 1s an
analysis of the differential rates of growth in employ-
ment whether in absolute or relative terms with respect
to particular industries or states. Why have certain
inddntries shown’gregter 1néreaee in §mployment than
others? We shall deal with the overall trend in
employment as well as the changes in employment in in-
dividual industries imd states for the:"".~period.
This will be followed by an attempt to ascertain the
effeoct of changing employment on the overall wage
structure.

Before examining the data computed in our study,
we may refer to the employment statistics furnished by

The indeges are based on figures reported under
the Payment Wages Act of 1936 which relate to
employees earning less than Rs 200 per month and
als0 covers some establishments besides factories.
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" the Labouf Bureau which is given below.
Table 8 |
Index of Employment - All India 1951-60 (1950=100)
Yr. 50 51 52 53 54 55 5657 58 59 60
Emp . * 30 32 31 31 31 32 34 35 36 36 39
Indx. 100 104 103 102 10¢ 106 111 115 116 118 122

*In Lakhs ie. 100,000. PEmployment figures have been reported with
decimals not shown here.

Source Indgg¥ Labogg Journal, Vol. V, No. 8, Aug. 1964. The data relates
o only Factory employment reported under the Pactory Act of 1948.

The table shows that employment has declined between
1952 and 1954 and theregrter shown an inorease. For
tho.’F%’: period there 1s an increase of 22 points in
the index. The increase 1s not significant up to 1954
and we may aa} that during the First Pive Year Plan
period (1951-55) there has been a slow change in
employment. This probably is in accord yith the finding
of Palekar quoted above.

We may now consider the change in employment in
the case of manufacturing industries considered in
this study. The overall trend in employment i1s shown

below.

- . AN L) LA ¥ BN L} ‘ ' .
Year ‘B ustries o Indéx ] By States Index
Teployment'®  1950e1%0 Biptoyeen: 1950100

1950 1,320,805 100 1,447,289 100
y 1951 1,318,128 101 1,842,187 100
1952 1,381,586 103 1,461,568 101

0




1953
1954
1955
1956
1957
1958
1959
1960
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1,322,250 102 1,436,495
1,376,650 106 1,885,547
1,418,3% 10 1,496,328
1,490,139 117 1,601,767
1,477,226 17 1,596,444
1,399,286 112 1,517,645
1,370,512 122 1,349,583
1,359,863 124 1,433,503
Computed from, India (Republic), Directorate of Industrial
Statistics, Report on the Cengug of Mgmgfeotureg and the
Annual urvey of Indugtrieg '

The table shows that there has been a slow growth in
eaployment. The index of employment up to 1954 in both
cases has hardly increased at all. There is a drop in the
case of industries in 1958 and in the case of the states in
1957. But, as mentioned earlier, very little can be ascertalined
from the trend in the overall figures.

We may consider the raniking of the individual industries
for the entire period showing the change in employment both
in absolute and percentage terms. In the following table, we
have ranked the industries according to the highest ablosute
increase in employment. The percentage change and rank according

to pver cent increase is also shown for each industry.

100
1
104
15
114

- 108

108
105
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Table &
Industry Ranking by Chan e in Fmployment
1950-1960
Ind&strg 12 0 Change 1n Emp « R:nk % Cha
E%%T (1950-60) (1950 50~%—)
Cotton Textile 602,731 242,546 1 /4°L2"
Chemicals 26,411 30,765 2 116
Iron and Steel 62,102 25,641 3 Lg!
Glass 20,315 17,213 ly 85
Bicycles 2,478 13,882 5 560
Cement 14,388 12,147 6 84
Woollen Textiles 13,851 7,455 7 54
Matches 11,400 5,659 8 50
Plywood 2,998 4,863 9 162
Electric Fans 4,929 4,340 10 88
Yranning 7,548 3,696 11 49
Sewing Machines 1,780 2,698 12 152
Sugar 107,895 2,689 13 2
Soap 5,310 2,495 14 47
Wheat Flour 4,521 2,322 15 51
Electric Lamps 1,340 1,898 16 142
Paints & Varnishes 3,739 1,652 17 | Ly
Starch 1,211 1,105 18 84
Distillaries 4,112 508 19 12
Fruits & Veg. Can. 1,516 230 20 15
Ceramics 16,345 -lUss 21 - 3
Biscuit Making 5,610 -1,055 22 -19

Source: Computed from India (republic), Directorate of Industrial

Statistics,

e
Survey of Ipdustries.

e Cens

of Manufa

and the Annual

*The 1960 employment figure is adjusted by multiplylng the reported data by

1.19. (see apnendix).

6
Rank

16
5

10

12

13

19
14

11

15

18
17
22

20
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Paper 19,976 -10,454 23 =52 25

) Rice Milling  ho,am -13,864 24 -34 23
Vegetable 011 46,950 -22,139 25 -48 24

TJute -%%\1::00 Computed tro2°1§89. (kmﬁﬂ&?ﬁm;ﬂctogﬁu of In&iatrnl 21
Statistios, Bepertcom the Census of KAiugagures and the Annual Survey
We shall also rank the states similarly. Si-ARdustries.

Table 1}
State RankirWM
1 ‘ 2
State El‘x%__gzg Change in Ep £ Change
E% x 100
Uttar Pradesh 145,909 18,636 1 7
Madras 126,297 16,671 2 13 7
) Madnya Pradesn 45,868 16,412 3 36 3
Punjabd 24,054 9,060 4 38 2
Rajasthan 8,713 8,115 5 93 1
Andhra ‘ 34,591 6,735 6 19 6
Orissa 9,203 2,033 7 22 5
Assan » 5,285 1,688 8 32 b
Delhi 21,629 -6,027 9 -28 11
Bihar 87,758 -10,039 10 -13 8
W. Bengal 449,281 -97,100 11 =22 9
Bombay | 490,701 -133,339 12 -27 10
sourees Computed fron Indu (Ropubuo), Dirtct.orato of Industrial
Suttaucl. . oengus o and the jApnual

*The 1960 employmert figure is adjusted by multiplying the revorted
data by 1,19 (ees appendix),
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Paper 19,976 ~10,454 23 -52 25
) Rice Milling 4o,481 -13,864 24 -34 23
Vegetable 01l 46,950 -22,139 25 -48 24

Jute Nills
Sourees

Statisties, s and the Annual Survey

We shall also rank the states similarly.

State

Uttar Pradesh
Madras
Madhya Pr‘desh
Punjab
Rajasthan
Andhra
Orisss

Assan

Delhi

Bihar

W. Bengal
Bombay

sourgoes Computed from India (Ropubuo), Diroctonto of Industrial
Statistics,

2

1950
Lop.

145,909
126,297
45,068
24,054
8,713
34,591
9,203
5,285
21,629
87,758
NN7,281
490,701

Table;;,

hanie in EmF‘

18,636
16,671
16,412
9,060
8,115
6,735
2,033
1,688
-6,027
-10,039
-97,100
-133,339

onsus

of Industries.

O 0 N O U = W N

o]
o

11
12

State Ranking bg Change in Employment

% Chan e Rank

13
36
38
93
19
22
32
-28
-13
-22
=27

and the Apnual

*The 1950 employmert figure is adjusted by multiplying the reported

data by 1.19 (ess appendix).

Oo-pntod rro2°128§. (atpuBEZd§35ndroctogﬁto of Ifddstrial 21
Beport-on the Cengye of Nagufadures

E U o H N W =N =

[
w o e
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Among the top five Industries cotton textile
ranks first in absolute increase and bicycles 1n per-
centage increase. The first flve 1ndustries to have
shown the highest relative rates of growth in employ-
ment are Bicycles, Plywood, Sewing Machines, Electric
Lamps, :nd Chemicals. Of these Eicycles and Chemicals
are a..o ranked within the first five in absolute
increase in employment.lnbg€¥%% Textlile and Jute
tertile together employed - >, 67.€65 per cent cf
tre tctal employment among tt twenty-six industries.
n 1967 thiz went uo te 70. 35 per cent. Cotton
Yextilce has teen exceeded in rolative terms by 15
‘ther indus*ries, namely, the above top five in per-
certare te s prlus Flectric Fans, Cement, Starch,

r

Noollen xtile, Wheat Flcur, Matches, Tanning, Soap,
Faints :nd Varnishes and Iron & Steel. This shows
that & In the case of money wages, Cotton Textlles
4 larzed behindtzmployment grcwth also. Jute Tex-
t1le presents an even more draatic picture. Employ-

ment hias actually declined in tnis industry for the

aentire

N riod. It ranks 21, with a 13 per cent decline.

Thus, 't 1s clear that the two major Industries have
lost ground to the other industries with respect to
employn at growth.

Wlth respect to the States the most striking
featur of the tabtle 1s the decline in employment 1in
Weat “2riral and Bombay once again the two leading in-

Guo’ o tal states In the country. Actually four out of

t- v-lve states have shown a decline in employment.
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Thus, there has clearly been a diversification
of employment i1n that the rate of growth in employment
has been greater in the case of the newer industries
in relation to the older and established industries.
This is seen by comparing the percentage rate of
growth between Bicycles, Plywood, Sewlng Machines,
Electric Lamps, and Chemicals on the one hand, with
Cotton and Jute textiles on the other. Even though
in absolute terms Cotton and Jute textlles emplcy a
larger number of workers their employment has not 1in-
creased compared to some of the smaller industries.
The plcture with respect to the states 1is even more
convincing in this respect. Bombay and West Bengal,
the leading industrial states, show a decline 1in
employment. Rajasthan shows the highest rate of
growth in employment followed by Punjab, Madhya
Pradesh, Assam, Orissa and Andhra.

We have to emphasize the importance of the gen-
eral economic expansion and the increase in incomes
that mark this period. This has further taken the
form of a diversified form of growth 1n wages and em-
ployment resulting in differential rates of growth
between induetfies and states. For instance, Bombay
and West Bengal, the leading industrial states, which
rarked low in wage increases have also conceded their

position with respect to employment growth. We will
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while
analyse these differences in sreater detall A dealing

with the inter-industry and the inter-state wage
structure.

The effect of changes in employment on the overall
level of wages will now be considered. It may be re-
called that our indexes of money and real wages are
welghted by current year emplcyment. If workers move
from low wage to high wage industries, the effect of
such a movement can be shcwn by welghting the indexes

Lty current year employment. If movement had taken

place 1.e. 1f there had been a change in the composition

of employment in favor of the high wage industries the

Increase in the overall Index may be attributed to the

increased welghting of the high wage 1ndustr1es.1

Clarence Long, using different employment welights
on earnings 1lndexes for manufacturing industries
the United States suggests that about one-fifth
of the rise 1n average annual earnings between
18360 and 1890, was due to the shift of employment
from low wage to high wage industries. The
following data 1s given by him.

Census: Annual earnings 17 industries, welghted
by industrial composition cf esmwtoyment s

Employment in:

: 1860 1870 1880
Current year 100 131 117
1360 100 128 110
Effect of changing

employment -—- + 3 + T

in

1890

149
139

+10

By using dailly wages he gets negative values of -11
for 1870, -12 for both 1880 and 1890 for 13 industries
in the Aldrich Report and negative values of -2 and
-3 for 1870 and 1880 respectively for 18 industries

drawn from Weeks Report.

Clarence Long, Wages and Farnings in the United
States 1860-1890, National Bureau of Economic
Research, Princeton University Press, 1960, pp. 7

7-78.
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To find out whether the movement of workers from low wage to

high wage industries had raised the overall level of wages, the

indexes of money and real wages for the twenty-six industries were

weighted by the composition of employment in 1950 and compared to

the indexes based on current employment weight already computed

in thi,; study. The results of the comparison are shown below,

Table 12

1950 51 52 53 sk 55 56 57 S8 59 60

Average anmual money wages,
26 industries, weighted by
industrial composition of
.employment ini

Current year 100
1950 100
Effect of changing

eaployment -

Average anmial real wages,
26 industries, weighted by
industrial composition of

employment ini

Current year 100
1950 100
Effect of changing

exployment -

110
110

105
105

0

115
15

113
13

0

119
1ns

+1

112
111

+1

119
119

117
n?

19
120

-1

124
125

-1

124
124

118
118

0

126
127

-1

14
s

0

129
129

111
m
0

The effect of changing employment both for money and real wages

135
1%

+1

n3
112

+1

is negligible as can be seen from the slight differences for the years in

which they show themselves. This would emply that the overall wage increases shown '

152
152

126
123

+1
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earlier has not been influenced by a movement of workers
" from low wage to high wage industries.

We may now take the state series of money and real
wages and subject it to the same treatment as above.
In this case the crucial difference 1s that we do not
refer to industries on an all India basis but to the
industries in each state and consider the movement of
workers from low wage to high wage states. The following

table shows the comparison as before.

Table 13

Effect of Fixed Versus Current Employment Weights
on the Indexes of Money and Real Wages, 1950-1960 (Statej)

1950 51 52 53 54 55 56 57 58 59 60

Average annual money wages,
‘-!states, weighted by in-
p-3trial composition of
enployment in:

Current year 100 111 116 120 121 120 126 131 134 138 159
1950 100 111 116 120 121 120 125 131 134 137 168
v.ffect of changing

employment - 0 0 0 0 0 +1 0 0 +1 +1

Average annual real wages,
12 states, weighted by in-
dustrial composition of
employment in:

Current year 100 106- 114 115 121 128 122 120 118 119 134
1950 100 106 115 115 121 128 122 120 117 117 132
Effect of changing

emplcyment - 0 -1 0 0 0 0 0 +1 +2 +2°2

For the years 1956, 1959, and 1960 there 1s a slight
increase in money wages as the effect of changing employ-

ment. There are no negative signs for any of the years.
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For real wages there 1is a slight decline in the difference
in 1952. The last two years shows an increase, but this
1s not very significant. The position with respect to
the states 1s not very different from that of the in-
dustries. Overall wage increases has not been influenced
by a movement of workers from low wage to high wage
states.

Earlier 1t was shown that Ceramics and Sewing
Machines were the lowest and the highest wage 1ndustries
‘for the period 1950-1660, when thre absolute change in
money wages 1s considered. In percentage change,
Ceramlcs and Starch were the lowest and the highest wage
industries reépectively. In order to see whether there
had teen a change in employment in Ceramics, Sewing
Machines and Starch, employment in all the 26 industries
were ranked for each of the years from 1950 to 1960. The
following table shows the ranking of the three industries
among the other 26 industries.

Table 14

*Fanking>of Ceramics, Sewing Machines and Starch by
Employment Among the 26 Industries, 1950-1960

1950 c1 52 53 54 55 56 57 58 59 60
Bicycles 5 5 5 9 12 12 12 13 13 14 15
Biscuit 12 12 12 11 9 7 7 7 7 5 5
Cement 16 17 17 15 16 15 17 17 18 19 19
CERAMICS 17 16 16 17 17 17 16 16 16 15 14
Chemicals 20 20 20 20 20 20 21 21 21 22 22
Cotton Textiles 26 26 26 26 26 26 26 26 26 26 26
Distillaries 8 8 9 7 6 5 5 5 6 6 6
Electric Fans 10 9 7 6 5 6 4 b 5 9 12
Electric Lamps 2 2 2 3 3 3 3 3 3 3 3
Pruits and Vegetables 3 1 1 1 1 1l 1 1 1 1 1
Glass 19 19 19 19 19 19 18 18 17 21 21
Iron and Steel 23 23 23 23 23 23 23 23 23 23 23
Jute Textiles 25 25 25 25 25 25 25 25 25 25 25
Matches 14 14 14 14 14 16 15 14 14 16 16
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1950 51 52 53 54 55 56 57T 58 59 60

SPaints and Varnishes 7 7 6 8 8 8 8 6 h 8 7
Paper 18 18 18 18 18 18 19 19 19 I 9

. Plywood 6 6 8 5 7 11 11 10 10 12 11
. Rice Milling 21 21 21 22 22 22 22 22 22 20 20
SEWING MACHINES & 3 3 4 4 4 6 8 9 T b
Soap 11 11 11 12 11 9 9 9 8 11 10
Sugar 24 24 24 24 24 24 24 24 24 24 24

3 1 4 ] 2 2 2 2 2 2 2 2

. Tanning 13 13 13 13 13 13 13 12 12 13 13
. Vegetable Cils 22 22 22 21 21 21 20 20 20 18 18
. Wheat Flour 9 10 10 10 10 10 10 11 11 10 8
Woollen textiles 15 15 15 16 15 14 14 15 15 17 17
Sources Computed from India (Republic), Directorate or Industrial

Statletics, 3eggrt og ihe Census oi Mapufactures and Annual

S (-]
K No | thawy fra 5ewzap WA M No.d tie Aaghod pewk .

Ceramics shows a fluctuation of one rank for most of the
years except a change in two ranks for 1959 and three
ranks for 1960. Sewing Machines shows a change of
two ranks for 1956; 4 for 1957, and 5 for 1958. This
-% industry appears to have shown some change in employ-
ment as the highest wage industry. In percentage change,
Starch was the highes; wage 1ndustry for the whole
period, and thne ranking for this 1s almost constant
showing minor change in employment. If there has been
a movement between lowest and highest wage industries,
it doces not seem to te very significant.

The ranking of states on the same lines was done
and the lowest wage state In absolute terms was Assam and
the highest, Bihar. In percentage terms these were
Assam and Andhra respectively. The following table
shows the ranking by employment of the three states

among the other 12 states.
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Table 1%
*Ranking_of Assam, Bihar and Andhra by Employment Among the 12 States
1950-1960
1950 51 52 53 54 25 56 57 58 59 60
1. Andhra 6 6 6 € 6 6 7 7 7 6 6
2. Assam 1 1 1 1 1 1 1 1 1 1 1
3. BIkar 8 8 8 8 8 8 8 8 8 8 8
4, Bombay 12 12 12 12 12 12 12 12 12 11 12
5. Delhi y 4 Y 1l 4 5 5 4 L y 3
f£. Madhja Pradesh 7 7 7 7 7 7 3 6 5 7 7
7. Madras 9 9 9 9 9 9 9 9 9 9. 9
8. Orissa 3 3 3 3 3 2 2 2 2 2 2
9. Punjabdb 5 5 5 5 5 b 6 5 6 5 5
10. Rajasthan 2 2 2 2 2 3 y 3 3 3 ]
11. Uttar Pradesh 10 10 10 10 10 10 10 10 10 10 10
12. West Bengal 11 11 11 11 11 11 11 11 11 12 11
Sources: Computed from India (Republic), Directorate o! industrial
ostatistics, Report op the Cepsus of Magufactures and the
8 €8, .
K wvod ﬂ'/vOW*f Fra Aoz Aok avd Vo (2 Tie fuyfuul Jeovan e
The table shows very little change in ranks. It 1s

striking to see that Bihar and Assam have not changed
in ranks for any of the years.

Thus, the overall wage level has not been influenced
by the change in the composition of employment. The
tables show the very slow change in employment for

most of the industries and states.
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This chaspter wes cemseswed vith sm snslysis of the changes im the overall

wage streusture toh.t:& te masufacturing iadustries for the period
1930-1960. Twe aggvegnte series of average snnuel wages were cempared.
Ome of them hee boen computed frem the data om average ammusl wages
for 26 industriss, and the eother frem the aversge annual wages of
industries ia 12 states.

4 majer ecaclusicn that emerged from the snalyeis was that both
msaey end resl weges hed imcreased for the period 1950-1960. Two factors
ware cited for thé imcresse im wages. Pirst the period wes marked by
e geasrel cesusmic expaseien snd incresse in imcomes. Under the stim-
uiu provided by development plammiag there was aa ineresse ia ia-
mguu sessmpanied by sn imcresse ia the percemtage of mstiemal
ineesn ociginstiang ia the medern wage earning sector. Ia this process,
the average iacems of the factery and the misme worker emceeded that
of ether clesses of workars. Sessudly, gevermmeat wage policy ia
industries, played en impecrtsat »ole ia iafluweaciag the imeresse ia
the level of wages. Alse, goverumsat wage pelicy, by attemptisg te
liak the psynent of desvnsss sllewense te the consumex prise index
wes instrumsntel fov as imeresse ia the desrness allewsuss and other
ccmpensates besides dasic wmges in tha werker's tetal earuiags, which
might have partially sefeguarded his real wage poeition im the face
of price imevesees of the commedities that he buys.

" It wes csmtendsd that the sise and charscteristics of umioms,
a8 well as the waverified mature of ite membership figures must be
eonsidered before Cos much relianee cem be placed en say iadex of
unionissticn which weuld shew the influence of uaisns ia weisiag the

level of wages.
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There has been a diversificeties in the rate of growth of
employmsat ia se fer as the newer industries heve shewa a grester
percentags growth ia empleymsaut eempered to the older and established
industries. Alee Bembay and West Dengal which renked low ia wage
incresses had cemeeded their pesitiem to the other states with
respect te empleymsat grewth. Finslly it was showa that the mﬁu
wage level had ast beem influenced by the change ia the campesition
of empleynent resultiag from workers moving from low wagh iadustries
to high wage industries.



-68 -

CHAFPTER 3

The Inter-Industry Wage Structure

In this chapter we will analyse the trend in wage
differential in manufacturing industries for all of
India for the period 197°0-t0. Tris has been undertaken

on thre basis of our present understanding of the

methodsl of measuring wagze differential changes. A
detalled ranking of industries for each year on the

basis of their average annual earnings will be considered.
Then an investigation into the movement of wage dif-
ferential will be taken up in an effort to ascertain
whether the differential has narrowed or widened.
Explanations would then be provided for the observed
trend in the differentlial. Finally we will consider

how employment and average annual money earnings have
varied in each industry as shown by the coefficlent of

variation.

lThe following works among several others too numerous

to mention are particularly relevant to the methods
adopted here. Donald E. Cullen, 'The Interindustry
wWage Structure', American Economic Review, Vol. U6,
Pt. 1, June 1956, pp. 354-55. David R. Roberts,
'The Meaning of Recent Wage Changes', in R.A. Lester
and J. Shister (ed) Insights into Labor Issues,
MacMillan, 1948, p. 228. G. Fottler, 'The Evolution
of Wage Differentials: The Study of British Data',
in John T. Dunlop (ed) The Theory of Wage Deter-
mination, MacMillan, 1957, p. 241l. A. M. Ross and
W. Goldner, 'Forces Affecting Interindustry Wage
Structure', Quarterly Journal of Economics, Vol.
LXIV, No. 2, May 1650, p. 263.




the 26 manufacturing industrics on the basis of their
average annual wages paid to the

for tre period 1950-1940.

Change in the Ranking of Industries in the Wage

- €9

Helrarchy

The following tatle snows the detailed ranking of

~ —kers each year,

Number 1 rerers to the lowest rank and number 26

to the high

£3%C

&~

. A o
rank and hence numbers_ asslgned in an

ascending order.

Average Annual Earnings

6

Tatle 'O

Ranking of Industries According to Change in

(F=.) - A1l Indfa - 1950-1960

Industries

Flecycles
)

Hiscults

Cement
Ceramics
Chemicals
Cctton Textile
Listillaries
Electric Fans
Tlectric Lamps
PFrults % Ve,
3lass
¥ Jteel

Tren

Jute Textile

S

Rank
59 c1 57 53 5 &5 56 57 58 59 60
2l e 22 17 19 18 19 21 21 21 19
9 G 5 10 9 9 9 8 8 16 15
17 14 17 22 22 22 16 17 17 17 18
10 10 10 11 10 12 11 13 12 6 5
19 17 18 18 20 21 20 20 - 20 22 22
22 23 23 22 23 23 23 23 19 19 20
12 12 11 Y 11 11 8 9 11 10 3
13 16 14 1y 17 19 18 19 23 24 2l
1€ 15 1Y 16 18 17 22 18 18 18 16
7 7 g 3 3 k! 3 3 3 l 2
5 5 £ b £ " 6 6 7 7 6
25 26 26 20 ¢ 25 25 25 25 25 25
11 11 13 1°c 14 14 14 11 10 9 10



50 51 52 53 54 55 &6 57 58 5 60
~Matches 21 21 21 21 13 8 10 10 16 14 14
'Paints & Varrish 20 20 20 20 21 20 21 22 22 20 21
Faper 15 18 19 14 15 15 17 15 15 8 13
Plywocd 6 4 i 5 4 5 L 4 b 5 4
Rice Milling 1 1 1 1 1 1 1 1 1 1 1
Sewlrg Machine 26 25 25 ) 26 26 26 126 26 26 26
Scap 23 20 o4 2w o4 eh 2k 24 ou 23 23
Sugar 3 ¢ 7 4 € 7 5 5 5 4 7
Starch 2 e 2 g 8 10 13 16 13 12 17
Tanning 8 8 K 7 7 6 7 7 t 11 9
Veg. 01ls L 3 3 2 2 2 2 2 2 3 3
vheat Flour 14 13 12 13 12 13 12 12 9 15 12
viocllen Te#tiles 18 19 16 15 16 16 15 14 14 13 11
Source: Comnuted from, I-dia (Reovublic), Directorate of Iniustrial Stutistics, Zenort on
3 the Census of Manufactures and tne Annuil Survey ~7 In“usiries,

“The most strikinpg feature of the rankings is the
minor change 1in rank that 1s shown by each industry.
Rice Milling hés the same rank for all the ten years,

as the lowest paying industry. The tie for the
hivrest paying Industry has always been between
Sfewing Machine and Iron and Steel in all the years.
In the case cf the ctheir Industries, the ranks have
nct altered very much year by year. A closer scrutiny
ct the table will reveal the fcllewlng. The maximum
number of rank changes 1s seern to be 151and is shown

bty Starch.

1The rank changes are calculated as the difference
between the lowest and the highest rank attalned by
the industry for the whole ten year period.

~
. “I"
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examine
We may start from this, and ¥ the numter of rank

changes for each industry. Matches changed by 13 ranks,
Electric Fans and Paper ty 11 ranks, Biscuit making,
Cement, Ceramics, and Woollen Textiles by 8 ranks,
Bicycles and Electric Lamps by 7 ranks, Wheat Flour

by 6 ranks, Chemicals, Frults and Vegetable Canning,
Jute Textlle, and Tanning by 5 rarnks, Cotton Textiles,
Distillaries and Breweriessasséar by 4 ranks, Glass

by 3 ranks, Paints and Varnishes, Plywood and Tea
Chests, Soap, and Vegetable 0O1ls, by 2 ranks, Iron and
Steel and Sewing Machines by 1 rank. Rice Milling has
shown no change in its rank at all.

Another striking feature of the ranking 1s the
change in ranks of the highest and the lowest paying
Industriesat the beginning of the perlod. Sewing
Machines and Rice Mi1lling show that they have remained
higl. and low respectively throughout the period,
with practically no change in their rankings. The
latter has not changed in rank at all. The former
registers a change of one rank, for the whole period.
Finally, it 18 interesting to note that the leading
Industries, Cotton and Jute textiles have not shown a
significant change in their ranking. In order to verify
our analysis of rank changes, rank correlation coefficlients
were calculated for each year 1in the case
of the 26 industries. The coefficients turned out to

be as follows:
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cpearman Rank Correlation Coefficient for Average Annual
Money Wages, 26 Industries, All [ndia - 1950-1G60

Year Karnk Correlation
Coefficient

1951 .98222
1652 .A7743
1453 .93230
1254 .92273
1955 .86393
1656 L8€114
1357 .8u48¢8
1958 87760
1959 .83247
19540 .78871

Source: Compited from Indla (Remub’ic), Directorate nf Industrial S atis ics,
Hert on the Census of Manufactures and tne Annual Survey of Ind:stries

hetes
The ranking of tae averase annual money wages for tae 26 intustries
for each of the vears 1951 to 1960 havg»been oorrelated with the
ranidng for 1950, The formula for Sneagan Rane Correlation Coeffic:ent

is as fallowst

N
2
Ip'- | — 64{/ JA

where is the Svearman Rank Correlation Coefficlieny
is the difference in rank cetween nai®ed items
N 1is the mumber of »airs of observations
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The high coefficlients confirm our previous finding
concerning the stability in the rankings. Does this
mean that wage differentials hgve nelither narrowed nor
widencd over the years? On the basis of our rankings
we may support this conclusion. 1If we are not careful
we mayv even be tempted to conclude our Investigation
here. But a detailed survey cof the exlisting methods of
measuring wage differential changes showed that rank
crder coefficlents do ncect tell the whole story.
Slichter has shown that groups c¢f industries can show a
diverse pattern of charge 1in workers' earnings over a
period ¢f years and nevertheless retaln substantially
their ranking throughout that period.l Even though he
does not discuss this pessibillity 4in detall, it 1is clear
that the ranr order coefficlent measure only differ-
entiates 1nductries, which, at any given time, rank
Figynest or lowest in the wage structure. It does not

{fferentiate industries in which wages increase more
¢r less rapidly. To find this, both absolute and rela-
tive changes have to be considered in analysing the
movement of differentials.

II. The relative change in money earnings compared to
its original level

To focus attentlion on both the absolute measure

18. H, Slichter, 'Notes on the Structure of Wages',

Review of Economics and Stztistics, Vol. XXXII,
Feb. 1950, p. 88B.




and the relative change 1in wages,
(absolute terms) of wages in each industry as of 1950
has been related to the relative change in wages as

shown by the index of money wages in 1960 in each of

- T

the 26 industries.

Tzable .3

the original level

Ranking of Money Wages in 1950 and Percent Change 1in Money

1
Industry

Sewing Machine
Iron & Steel
Bicycles
Soap

BJOtton Textile

vatches

Paints & Varnlsteg

chemicals
Woollen Teatile
Temer.t

Electric [.amps

biaper & Farer Products

wheat Flour
Electric Fansg
vistilleries
cute Terxt!le
Ceramics

.

Wcocult Making

Av.

<

Rank of

Wages, 1990-1960 for 20 industrlies, All Indla

Annual wages®

(R=.) in 1950

1

2

4

o N N

10
11

12

14
15
16
17
18

Yy
Rank of %
Increase in
1660 (1950=100)

Starch 1
Electric Fans 2
Cewing Machine 3
Sugar 4
Chemicals 5
Biscuit Making 6
Soap 7
Paints & Varnlshes 8
Tanning 9
3lass 10
Cement 11
Iron & Steel 12
Rice Milling 13
Flectric Lamps 14
Jute Textile 15
Jotton Textile 16
Plywood 17
Distilleries % Breweries##® 18



1 2 3 L
’
Tanning 19 Wheat Flour*# 18
Fruits & Veg. Canning 20 Paper & Paper Products 19
Plywoocd 21 Vegetable 011 20
Glass 22 Woollen Textile 21
Vegetabhle 011 23 tatches 22
Sugar 2Uu Bicycles 23
Starch 25 Frults & Veg. Canning 24
Rice Milling 26 Ceramics 25
®Number 1 shows the highest rank, number 26 the lowest rank.
®#Wheat Flour and Breweriles, same rank in Column 4.
Source: India (Repuollc) Directorate 5f Incustrial Qtatlstlcs,
® DO the Census lanufezrures, &nd Annual Survey
of ;ndusgglg . i 1 )
_ an we gay that the percentage Increase” in wages
‘i shcw an inverse relatlonship tc the original level? If
> 8o, then it can te saild that the structure
has been pulled together and its dispersion around a
.entral tendency such as the median has been reduced.
“ollowing the procedure adopted by Cullen3, we can
chocse the top five industries and the low five in-
dustries for compariscn. Sewlng Machine, Iron and
Cteel, Ricycles, Jcap and Cctton Textile are the high
waze 1ndustries in 19590 accordipg to our distinction.
®Lee Milling, Starch, Sugar, Vegetsable 011 and Glass are
Ceramics is the only industry to show a decline 1n wages.
QDavid R. Roberts, 'The Meaning of Recent Wage Changes',
r‘ Op. Cit.

3Donald E. Cullen, 'Tne Interindustry Wage Structure',
Op. Cit.
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the low wage 1ndustn§fﬁn that year. We have to see
whether the high wage industries show an inverse re-
lationship with respect to the relative change 1n wages
ty the end of the period as indicated by a ranking of
the index of money wage in 1960. Simlilarly, we have
to also see whether the low wage industries have shown
such a tendency. Blcycles have shown a clear inverse
relationship, as it 1s ranked among the low five in
1960. Sewing Machine has retalned 1ts position among
the high wage group. Iron and Steel, Soap)and Cottcn
Textlle have slipped 1n ranrxs. Comlng to the low
wage industries)Starch has clearly shown an inverse
relaticrnshp as it rarks first in 1960. Sugar also
ranks among the high group in 1260. Slacss, Rice Milling
and Vegetable 011 do not find a place among the top
ftve in 1960. Cf these, Vegetable 011 has not shcwn
much of a relative change and remains very near the
iow flve industries.

wWhat can be said adbout the relative change 1n
earnings when 1ts original level 1s taken into
account? There seems to bettendency for a contraction
of the wage structure in percentage terms. Cases such

as Bicycles, Starch,and Sugar clearly show an inverse

)
relationsnip. But how significant 1s this contraction?
The initlal and the terminal yeargalone haw been con-
sidered in the case c¢f the high wage and the low wage

industries. It seems desirable that we must compare
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both the atsolute and the relative change of the high
wage and the low wage industries, alung with the
coricommitant changes in the general level of wages

for each year.1

If the dispersion in the structure
was around a central tendency, then 1t can be =said
that the structure as a whcle may not have shown
considerable expanslon or contraction. Thils leads us
tc conslder some measure of tne dlspersion of the wage

structure, slde by side with the movement of wage

differential.

ative and absolute change 1in money earnings

d to the dispersion of the wage structure

The rela
C‘A’Y:‘. I‘e

s
Fcllowing Cullen's® method of measuring the dis-
. ang
rersion, the interquartile range, the median,vthe
abtsoiute and percentage measures were chosen 1n a de-
tatled ranking of the 26 industries for each year.

These are presentecd below.

1Commentlng on the emphasis laid on absolute measures
ty woss and Goldner (Op. Cit.) Edwin Mansfield cauticns:
against drawing conclusions on thils basis alone. He
says there would still be the need to take account
of the concommitant changes in the general level of
wages. See Edwin Mansfleld, 'The Measurement of
Wage Differentials', Jcurnal of Political Economy,
Vol. LXII, Aug. 1954, Ne. T, p. 307.

D

Donald E. Cullen, 'Interindustry Wage Structure',
Dp. Cit. p. 355. )
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1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960

Note:
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Table 19

2 3 4 5 6 7
oin‘ . e 8 !%%%%2 .—2 x 100 %%% x 100 gow (Rs)
3 x 100

46 376 816 208 48 589
53 455 859 221 45 676
58 520 904 225 4l 713
50 472 951 222 us 731
48 851 946 205 U9 666
[T 434 941 196 51 608
L 456 - 1015 , 195 51 639
49 507 1040 190 53 645
52 565 1091 195 51 719
58 636 1104 255 39 1186
53 634 1200 241 41 1153

In columns 5, 6, and 7, the median of the average annual earning
in those industries forming the top quarter of the earnings
structure for each year, and the median of the average annual
earnings in those industries forming the lowest quarter for each
year, were taken to arrive at the percentage and the absolute
figures.

1gh -

Source: Computed from India (Reputlie), Direetorate of Industrial Statistiocs, Report

.U GRS R, BT

interquartile renge divided by the median shows no
doubt a fluctuation. But notice that the fluctuation is

within a narrow range which is around 50.1 This

1Cullcn concluded that the fluctuation is within a
narrow range of 25 when the deviations are five
percentages above and six percentages below this
figure. Cullen. Op. Cit. p. 361.
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narrow range glves a low dispersion in wages. In the
light of this, what can we say about the movement of
differentials? The absolute differentials have clearly
widened as shown in column 7. Percentage differentlals
seem to have narrowed in so far as thls tendency can

be noticed in five out of the ten years. For the whole

period, however, there is a widening of this differentials

too.

We may be able to see more clearly the trend in
wage differentlals if we note the concomitant changes
in the general level of wages. Columns 3 and 4 of
the table have been shown for this purpose. The inter-
quartile range has shown an increase up to 1953 and
declined for the next two years. There8 tt: 1t steadily
iricreases up to 1959 and shows a slight decline in 1960.
Fut, the ranve has widened 1f we take the whole perilod
into account. With regard to the median, except for
the two years 1954 and 1955, there is an increase for
all trme cther years. These twe tendencles strengthen
our coricluslon regarding the increase 1n the absolute
Gdifferential in wages. The question 1s how significant
s the narrowing of the percentave differential in
waies noticed in columng b and 6. In view of the fact
that the structure has been stable, 1ts dicpersion
within narrow limits, we may say that the narrowing of
percentage differentlals for the years notliced cannot be

sald to be very significant. Thre conclusion 1s that
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there has been a widening of wage differential. The

explanations for the stability in the rankings and the

widening of wage differentials are as follows.

1. The Stablility in Ranking Cecrisiderable interest has

been shown in studying the changes 1In the Iindustrial wage
structure of several countriesgs and in undertaking inter-
naticnal comparisons.1 The impression gained from these
studies suggests that there has been a strdng similarity
in the changes.

Rank correlation coefficlents between the 'beginning-
and end-period' industry earnings structures are pre-
sented for Sweden, U.S.A., U.K. and Canada in a study by

the Organization fcr Economic Co-operation and Develop-

ment2 for periods varying from 3 to 51 years. It is
reported that "Stacility in rarking 1s found whether
average earnings of all workers or of specific groups

of werrers, are studied. A separate study of Denmark,

Burlop and Rothbaum, "International Comparisons of

Wage Structures”, International Labour Review, April, 19

Crganization for Economi: Co-operation and Development,

Wages and Labour Mchility ) a Report by a Group of In-
Jependent Lxperts cn the Felation between Changes in
Wapge Differentials and the Pattern of Employment,
Paris, July 19¢%, esp. pp. 22-23.

dThe relationship tetween changes 1n wage differential
and the pattern of employment was stuiled Ly com-
varir.es the changes in employment and variauvility of
earnines.

5

5.
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Sweden, the United States,and the United Kingdom
cover$s® approximately 10-year periods in the 1950's
which was made for the Group, ¢onfirms these findings.
The stability noticed in our ranking suggests that the
period 1950-1960 in India was marked by the same type of
changes in the wage structure found in the 0.E.C.D.
studies. Though a direct comparison between the findings
relevant for countries like Sweden, U.S.A., U.K. and
Canada,andAfindings relevant for India 1s not possible
owing to the wide differences in industrial structure

and general economic backgroud, the stability in ranking
in the case of India does rgise the question of examining
whether a developing economy should have a different

type of change in 1its industrial wage structure under

an accelerated pace of industrial development. It 1s
clear that whether a country 1s highly developed or not,
changes in its industrial wages are very likely to be
influenced by the same set of factors which influence
them in more advanced countries. These factors would
relate to product market conditions, capital intensity,
profitability, trade union pressure, managerial objectives,
changes in the skill composition of the labor force and
the role of government policy in 1ssues relating to the
fixation of wages. An attempt to relate the changes in
the wage structure noticed in our study to these factors

is undertaken below.
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2. Precduct Market Conditicnsg Tnhere 1 reason to
belleve that the high paying inductries In Indla enjoy
favourable product market conditicons in that they show
relatively a higher degree of producer concentration com-
pared to the low paying industries.
Information on producer concentration 1s scanty and wnt i
recently, was virtuelly nonexlstent in India. The
followlng table 1is based on the informaztion supplled by
the Natlonal Council of Applled Economic KResearch to the
Planning Commission, in the ccurse of the latter's
investigation on the distribution of income and levels
of living.
Tarle R0
Producer Concentration in Selected Industries
Industry Year - % share of % share of Ko. of
top-most unit/top-few urilits/groups
group in lotal units/groups under
production in total pro- column (4)
capacity® duction capa-
city@l
A1) _(2) (3) (W) (5)
1. Finished steel 195¢ 63.70 93.36 2 groups
2. Flg 1ron 1948 54,63 90.08 2 groups
3. ¥lectric Lamps 19€0 40,00 88.70 14 units
U, Cewirng machines 1960 £85.00 88.00 1 unit
5. Soiia ash 1958 2.25 8U4.68 2 groups
€. Floctric fans 1981 51.00 ®.00 4 units
7. Paper and paper board 1958 23.50 77.90 5 groups
€. bilecycles 1050 20.29 72.72 4 units
9. Cement 1960 L5,00 71.90 3 groups
12. Soap 1657 30.75 69.11 b groups
1i. Matches 1960 60,00 60.00 1 group with
5 units
12. Superphosphate 1¢58 14,76 53.04 5 groups
13. Hydrogerated o1l 1958 14.01 47.09 6 units
4. Paints and varnish 1957 11.40 k5.90 6 units
15. Ceramics 1957 17.29 39.72 b groups
1. Jute textiles® 1954 12.29 37.61 b groups
17. Caustic soda 1958 14.76 28.51 2 groups

( oveRr)



e
(1) () (<) (4) (5)

1AL Chal 1448 11,09 24.70 J groups
9 . sulphurlic acid 1456 10,89 23.72 2 grcups
c. Cott B textiles 195 4,10 11.4y 3 proups
Z1. Sugar 1958 ceeee emees mmmmeeee
1940 .36 b,56 2 units

¥rarmoantace of looms installed.

Souree SGoverqment of Indla, Planning Commission, Kepor! ¢f the Committee

cn Ilstribution ani Levels of Living, Fart T, Hew Delh

Foo— - -
Fer . ldrg, p. 36,

—
-

te Top mest untit cr greup refers to one unit or group anti top tew refers
oo omore than ore.
It i3 seen *hat tne percentayre share of the top-few
units/groups in tctzl productinn capacity as revealed by
colurn Y, 15 the hiphest in the case of flnished steel
ard lowerst In the case of suyar, In our previous rarkine
ol theve irdustries, lron arnd stecl was placed in the

»-

Wilgn paving zroup, and sugar in tre low paylny grcup,

4

fcr all the y=ars, in tne year by vear ranking shown 1in
tarsle IO . There 1y a sliyrht zaln of ranx for
cupar rut 1t nrever quaiifles to re pléced as a high
paving industry In terns of 1ts absolute earnin.s for
122 workers. Cew!nyg Machlnes with 78 per cent of pro-
auetlve cavaclty concentrated In the hanas of one unit
has rfeen the Rlebest payineg Industry for all the years,

cxcept bLetween 1951 and 19770 when 1t was the second
hiphest payling Industry, concedinsr 1ts pozition to 1ron
ar.d steel. There 15 1little cocutt that this industry

=iJoys a virtual monopoly and truc poussesses very

favourable product market adlvantases.
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The table does not previde information on producer
concentration for ali the industries consideredlin this
study. Eut 1t clearly showo that the high paying in-
dustries enjoy considerable product market advantages.
They are controlling the bulk of what 1s produced and
have tew or no competitors in their fileld. Given the
conditicon that demand fer both consumption and ;b‘ital
goods has gone up during this period, industries 1like
fewing machines, iron and cteel, chemicals, bicycles and
electric fans and lamps, starch and soap have been in
a position to raise thelr prices and hence pay higher
wages to thelr workers. On tre other hand, industries
which face relatively a greater amount of competition
like thoce in the food group, eg. sugar, wheat flour,
veretable clils and rice milling have nct been able to
enjcecy <Imilar product market advantages. Thelr price
advancave lies Iin the general Inflationary price in-
crease which 1s characteristic of the period, and it is
likely that the beneflts of thls type of price advantage
have nct resulted in wage increases. Where increased
dermand has been associated with smallness in the number
of grcups or units deallne with the product, workers
engaged 1n such egroups or unlts have been able to get
the benefit of the favcrebieé product market condition.
The continued enjoyment of thls advantaze has kept the

hivl paying industrics at the higher ranks, compared

t> the lcwer ranks maintalned by the low paying industries.



This has served as one of the reascrns for the wage
differential to be maintained between the two.

Another factor which has Influenced to create
favorabi{e product market conditions 1s the import
control policy followed by the government. Controls
were introduced as a war time measure in 1940. After
1947, import contrcl policy entered a new phase when it
came to be linked up with foreign exchange control.
Importers have been divided into three categories,na.ely
actual users, established shippers and new comer%zmuithere

t> the en
Is restriction on importsw h hdgt

goods cannot be im-
ported without a license. Thls has come 1n the wake of
Increased demand for both capital and consumption goods,

creating more scarcity and thereby adding to the favar..le

ar¥s nmarket conditions enjcyed by the Industries.

3. Capital Intensity Can i1t be said that industries

that are more capital Intensive have been experiencing
sreater productivity and hence finding it possible to pay
hiigher wages? 1In other words can an increasing trend

in fixed capital per worker be assoclated with lncreasing
wapres? In order to ascertaln this the index of fixed
capital per worker for each of the twenty-six industries
was constructed ani compared to the inaex of money wages
already calculated fcr the pericd 1990-1960. The five
industries showinpg the highest percentage rates of

rrowth In fixed caplital per worker were compared to the

five Industries showing the highest rates of growth in
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money wages. The same type of comparison was made in
the case of the five industries showing the lowest rates
of growth in fixed capital per worker. The following

table gives the result of the comparison.

Table 2
Comparison of Fixed Capital Per Worker and Money Wages
for Industries 1951-1960 Base 1950=100
High capital intensity High money wage
Iron and Steel 1] Starch [J |
Starch 21 Electric Fans [2]
Sugar 3] Sewing Machines [3]
Cement P_JJ Sugar [UJ
Chemicals [SJ Chemicals [5_'_]
Low Capital intensity Low Money Wages
Vegetable 0Oils r_lj Ceramics [Ig
Fruit Canning [ja Fruit Canning [é]
Electric Lamps [3 Bicycles [é]
Rice Milling (4 Matches [4]
Soap [5] Woollen Textiles [ﬁ)
N.B. Figures in bracket indicate rank.

In the Indian context there has been a trend for
increasing capital intensity in manufacturing industries.
This was revealed by the calculation made in this study

and also by others.

1
See J. C. H. FPei and Gustav Ranis, Development of the
Labor Surplus Economy: Theory and Polic R The Economic
Growth Center, Yale University, 1960 ,




The table shows that in the case of the high capital
intensity group, starch, sugar, and chemicals provide a
comparison. Whereas in the case of the low capital in-
tensity group only frults and vegetable canning pro-
vides a comparison. Iron and steel 1in the former group
s%??ing the highest rate of growth in faxed capital per
worker ranked, twelfth 1n its rate of growth in money
wages. Though the association between increased fixed
capital per worker and money wages 1sstronger in the
high capital intensive group than the low, the rela-
tionship cannot be too strongly emphasized and 1s by
no means definite. An examination of the rest of the
industries only confirmed this view. The mere lncrease
in filxed capital does not necessarily 1Imply that workers
in such industries earn a higher wage compared to those
in other 1ndustries having a lower ratio of fixed

capital per worker. r
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4., Profitability

The economic rationale for linking profits with
wages lies in the capacity and willingness of managements
in industries having higher profits to grant wage in-
creases. Reviewing studies made in the United States
on the relation between profit and wages, and related
variables like concentration, degree of unionization
and product price, Reder feels that if a distinction
between the "market power" sector and the "competitive"
sector of industries can be made, an explanation can
be suggested for the payment of relative increases in
wages in the former sector.> Arguing that at the end
of World War II both sectors were confronted with sit-
uations of strong demand and high profitg)he suggests,

"The competitive sector acted to eliminate

its excess demand faster than the market=

power sector where long gestation periods

of capital goods combined with a cautious outlook
to hold back the investment program. This

made the market-power sector's period of

high profits, full capacity operation, and

"strength" in product prices last longer than
the competitive sector's period did. This,

1M. W. Reder, "Wage Differentials: Theory and

Measurement] Aspects of Labor Economics, A Report
of the National Bureau of Economic Research,
Princeton University Press, 1962, p. 293.

The distinction has been made by W. G. Bowen in his
book Wage-Price Issue: A Theoritical Analysis,

Princeton University Press, 1960. The "market power"
sector consists of industries that are both highly
concentrated and highly unionized, and the "competitive"
sector of industries having the reverse character-

istics.
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in turn, facilitated the payment of relative
increases 1in earnings (in the market-rower sector)
during most of the 1950's.1
Further, he also emphasizes the crucial role of product
prices, that 1s when "firms believe that cost increases
can be passed on tc buyers, they are more inclined to
grant wage increases than when the reverse 1s the case."2
Thus, the capacity and willingness of managements
to grant wage Increases depenus on the period of high

profits, full capacity operaticn and "strength" of
product prices. If these are prolonged the management
would be 1nclined to pay thelr workers more.

In India, we have already seen that the payment of
bonus 1s based on profitability. The gquantum of bonus
is determined by what 1s know as the Full bench Formu1a3
by which depreciation, taxes, reserves for rehabllitation,
interest on pald up capital and return on reserves em-
rloyed are deducted from gross profit to arrive at the
avallable surplus for distribution as bonus. But what
1s nct clear 1is the procedure for set off 1f the management
incurred a loss. Much depends on how the management can

carry cver the surplus for a succeeding year 1f loss 1is

incurred. J5lnce 1t 1i1s necessary to relate profitablility

1
Tbid. p. 294

2

Tbid.

3

The formula was laid down by the Full Bench of the
Labour Appellate Tribunal, Bombay, in Mi1ll Owners
Assoclation verses Rashtriya Mi1ll Mazdoor Sangh 1in

1950, and subsequently the partles entered into a
bonus pact for the years 1952-1956.
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and wages for each year to study theilr trend, we need

to know when th@ bonus 18 paid and how adjustments are
made to carry over the surplus in case of loss. In the
absence of data on this it 1is difficulﬁ)in the Indian
context, to correlate profitability and wages in an
attempt to find their relationship. One study, the only
one known to this writer,correlates average dally wages
with the gross profitabllity ratio for the period
1950-52, 1953-55, 1956-58 and 1959-61 in the case of
manufacturing industries in India, and finds that barring
the second period wage and profitability are signifi-
cantly related.1 Though this study does not analyse
wages and profitability with the view to explain wage
differences among the 1ndustr1es, this finding 1s of
value in showling that profitability does have a relation
to wages in the Indian context. Gliven this, it can be
argued that the widening of wage differentials between
the high wage and the low wage industries must be due

to the profit position of the former compared to the

latter.

5. Government Intervention 1in Wage Fixation

In this part of our study we are primarily interested

in explaining the observed widening of the wage differ-

lC. K. Johri and N. C. Agarwal, "Inter-Industry

Wage Structure in India 1950-61 - An Inal¥sis,
Indlan Journal of Industrial Relations, Vol. 1,
No. &, April, 13966, pp. 395-96.
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ential between the high and the low wage industries.

In assessing the influence of the role of government in
wage fixation on wage differentials we may consider the
official policy which has emphasized two things.

1. The process of standardization of wages should be
accelerated and extended to as large a fleld as possible.
This essentially meant the narrowing of differentials.
2. Differentials for various Jobs should be maintained
at the minimum levels justified by the degree of skill
required, the sfrain and fatigue involved, the training
and experience required, the responsibility to be under-
taken, the mental and physical requirements for doing

the work, the disagreeableness of the task and the

attendent hazards_l This essentially meant the recog-
nition of wage differentials. There appears to be a
contradiction between the desire to narrow.differentials
and the desire to recognize their incentive value. The
equity and the economic points of view are both stressed
and 4 #$® their combined impact on differentials 1s dif-
ficult to determine.

In May 1956, the Ministry of Labour and Employment
set up an official 'Study Group on Wages' for the preparation
of the wage material which would be needed by the Wage
Boards and also by the government. In 1957 the group was
reconstituted and representatives of state governments,
employers and workers' organizations and an economist

were associated with it.° Its views constitute a

1Government of India, Planning Commission, Flrst Five
Year Plan, Ch. XXXIV, para U47.

2Government of Tndia, Labour Bureau, Consultative Machinery

Iin the L.abour F4el1d T.abour Rureau Pamnhleft Ser-lcecs . T .
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reliable scurce for understanding the policy of the
goevernment on matters relating to wage differentials.lv
The Ctudy Group points out that 1t 1s necessary to
bear in mind that in any attempt to redraw wage dif-
ferentials, employees everywhere attach great impor-
tance to prevallling differentlals, be they scientific
or not,and often exercise pressure to maintain those
differentials,2 This view g2es to show the underlying
approach for the formulation of a policy with respect
to wage differentialg, If emplcyees attach importance
to differernitials 1t would imply opposition to any type

of suggestion for the reduction of differentials based

<
on a sclentific evaluation of Job content.-
"o far there has been no clear cut pronouncement
of Zovernment pollcy with respect to Job evaluation and

its relationship to wage differentials. Recommendations

1

Government of Indlia, Ministry of Labour and Employ-
ment, Some Papers cn Wage Folicy, New Delhi, 1957.
Jee also "Some fGenerai Principles in the Deter-
mination of Industrial Wases in India", Indian
Labour Gazette, Vol. XV, No. 6, Dec. 1957, and
"Principles of Wage Fixation'", Indian Labour
fazette, Vol. XV, No. 8, Fet. 1858. These two
articles have teen published by the Labour Bureau
in a serles for viving infeormation on the work of

the Study Group on Wages.

)

Jome Papers on Wage Pollcy, Op. Cit. p. 3.

3

oth sclentific considerations and employer-
employee cooperaticn are stressed for imple-
menting a wage differential s¥eme. Ibid. p. 3.
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for jcbt evaluation ard f.r evol!lvi'y a standard oc-
cupational ~lassiii -attion ¢xi:t s, Lut these have not

b

flgured prominently irn :.so5 wi.ere the sovernment has

intervened 1in the fica* i of w. e, ome adjudicators
have merely fixed the 1.7niror Loaslc waee and 1oft the

determination of wage differentials to the parties them-
selves. (tiers i (v made a airtin tion between un-
skilled, sem!-ckilled uno skitliced and fixod separate

for each
ratesvercup.

Jovermment pol! v towards fixi:,; dearness allowarnce
has been cited as a factor in raizing the minimum wage
pavable and thereby compress the differentials between
different classes of workers.l This 1s more so 1if the
dearress ajlowance 1s awarded as a flat rate repardless
of the income group. The flat rate will tend to pull
up the wages of workers 1in the lower category ard the

wage differential between the higher and lower cate-

rories of workers will be narrowed. The following table

stiows the estimated percentagze of workers getting desarness

allowance according to the system of payment.

1

Philip Kotler, Problems of Tndustrial Wage Policy
in India, Unputlished PL.D. thesls, Massachusetts
Institute of Technology, 14956, p. 281.






Tatle 2%
Percentage of Unlts Paying and Werkers hecelving Dearness Allowance
» Eccording to “ystem of Fayment, 1958-1959
: Percentage of
Industry Units Workers Workers getting D.A. according to
paying Recelving Consumer Flat Income Cthers
D.A. DAL rrice rate Groups
o _Index
] el 3 L 5 6
1. Factory industries 38.1 T€.5 LD .9 27.3 30.7 1.1
1.2 Jthner factory inaustries 33%.0 Loy 22.1 21.7 1.6 4.6
1.5 Enrineering bi1.8 8.4 11.0 2.1 8% .8 1.1
2. Plantasticn industries 76.5 60.73 0.3 7.6 0.2 91.6
3. Mining industrles 713.7 B4.7 81.5 2.7 10.4 5.4

Jonrece: India(Republic) Ministry «f Laoour ana Fmployment, Cccupational
Waze Survey, General Report, 1953-1999, Simla, 1963, pp. 42-00.

"L)te: Factory industries refer to textlle, (ccttcn, Jute, silk and
woollen); other factory industries are, cement, paper, sugar,
chenicals, and printing presses. knglrneering, refers to electrical
machiinery, metal extracting and refining, ship building, rail-
vay workshops, tramway workshops, motcer vehicles, alrcraft and
ticycles. Plantation industries includes, tea, coffee and
rubber. Mining relates to coal and manganese. The occupational
wage survey was launched in July 1958 and completed by the end
of August 1959,

Column 2 of the table shows that more than trree fourths

of the workers et dearness allowance In the textlle

zrrup of 1ndustrles, ergineering and mining. About 60

per cent 1in plantaticons and 40 p=r cent In other industries
receive 1t. Except in the case of plantations, worxkers
rettineg dearness allowance linked to the consumer prlce
index form a larger percentayge than those receiving 1t

at a flat rate. In view of tiiis it is doubtful whether

the granting of a flat rate allowance would have very
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much compressed wage diffecrerntials.

6. GSkill Composition of the Labor Force in Manufacturing

During periods of rapid economic growth one would
expect short run inelasticity in the supply of skilled
labor in underdeveloped countries wnich would lead to
an increase in 1ts wage rate. A widening of the
differential between skilled and unskilled labor would
result and thils process would continue for some time.
When training gets underway and the general level of
ceducation is raised and as economic development takes
place, the difference in the wages of unskilled and
skilled labor will begin to narrow. Such narrowing
can be attributed to a diminution in the number of
unskilled labor and a gradual change In the skill
composition of the labor force. By this 1s meant
an increase in the proportion of skilled labor relative

to unskilled labor when the total supply of labor is

lIn cotton textiles 22. 5 per cent of the workers
got the flat rate while 66 per cent had their
allowance linked to the price index. Only in the
case of Jjute textiles 95. 5 per cent of the worker
had a flat rate allowance. Occupational Wage
Survey, Op. Cit. Probably the compression

of wage differentials would be more in the case

of West Bengal, which 1s the center of this
industry.
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considered. Turner,for instance,points out that
differentials for manual and intellectual skills

required by industrial development will be wide.1

He further pbintn out that some of these differentials
'can be attridbuted to wider skill differential, and
that raclal differentials are important in some
countries. At the same time, Turner also finds some
non-skill differential to exist in apparent deflance of
labor market circumstances. "It 1is hard to see," he
sevy, "why differentials should go on widening - as it
probably has in both Africa and Latin America - in
face of substantial and growing unemployment."2 There
has even been some doubts cast on the inevitability of
a particular natural history of wages in the course of
development. PFor instance, a tendency toward a 'wage
drift' is suggested in the 1light of wage rates being

individually re-negotiated.3

1

H. A. Turner, Wage Trends, Wage Policies and
Collective Bargaining: The Problems I nder-
develo ed Countries, University of_ﬁambridge, 1965,
p.

Ibid. p. 16-17.

2

3
Subbiah Kannappan, A Study of Wage Differentials

in India, unpublished manuscript, University of
Washington, July 13, 1960, pp. 33-34. See also
Walter Galenson (eds Labor in Developing Economics,
Institute of Industrial Relations, University of
California, Berkeley, 1963. (Galenson says that the
essays in this volume that deal with the theory of
a narrowing of wage differentials as deve opment
proceeds, raise considerable doubt on tt- alidity,

p. 8.)

& Hi‘#&lﬁ?.
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The above observations call for a detalled in-
vegtigation of the types of skills used in each industry.
This should be followed by a more detailed assessment
of the changes in the requirement of different types
of skills 4in the different industries, over an ex-
tended period of time. IThe etfect of these changes on
the trend in wage differentials between the different
skills has to be studied. A search in this direction
in the case of India revealed that at the present time,
the undertaking of such a study 1is badly handicapped
by the lack of data on skill requirement by industries.
It 1s further hindered.by a lack of data on wages by
occupations (skills). Let us pursue this point at some
length.

The first wage Census after independence was taken
in July, 1958, and completed in August, 1959.1 It is
the main source of information on occupational wages.
Meanwhile, in 1956 the Scientific and Technical Man-
power and Perspective Division of the Planning Com-
mission had made a study on the skill coefficients in
different 1ndustr1es.2 But, neither of these reports
help us in estimating the change%ffhe requirement of

skilled labor in different industries.

1Occupational Wage Survey, Op. Cit.

2

Government of India, Planning Commission,
Scientific and Technical Manpower and Perspective
Division, Occupational Pattern in Manufacturing
Industries, Indla, 1956, New Delhi, 1959.
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There 1is 3ome reasorn to ..yt trat there has
been a decline in the proport!.» -~ unskilled labor
relative to skilled lator in scme of the 1industries.
The changes 1n the proportion <f unskilled and sxilled
workers, s in manufécturing in-
dustries in the priva?%tg%%%o¥%§ sa%}oﬁ%sﬁh very
general terme In a study put out by the Directorate
General of Emplcyment ani Training.l Tt shows that
at least 1n nine industries (fdod and kiné?ed products;
textile mill prcducts; chemicals; rubber, petroleum
and c¢nal: stone, clay and glasses; Baslc Metal products;
machinery and electrical equipment; transport equip-
ment; and others) the cverall positicn with resrect
to the change 1in the proporticn of unskilled to skilled
labor revealed that between 1956 and 1961 the pro-
portion of unskilled labor declined from 47% to 24%,
wheras that of skilled labor rose from 42% to 63%.

This study attempts to make a comparison between the
earlier one referred to above by the Planning Com-
missior in 1956, and its own finding in 1961 with
respect to the changes. As emphasized at the beginning
of thls para, we can only suspec! that there has been a
change in the proportion of skilled workers relative to

unskllled workers. But, in part, this change is

India, Ministry of Labor and Employment, Directorate
General of Emplcyment and Training, Occupational
Pattern in Private Sector, India, 1961 (mimeo-
graphed), No date, no place.







clearly spurious. This 1s becauce trne study ltself
roints out "Certaih occupations which have been
clacsified as unskilled in the Plarning Commission's
Study in 1956 have presumably becn classified as un-
skllled or semi-skilled and inclided in the category
of craftsmen and production process workers in the
present stud}. This may be cne «f the reasons for
variations In the progcrtion of craltsmen and production
rrocess workers 1in manufacturins industries in 1256 and
1361,

Unfertunately, the study has rnot presernted any
data on wages whlch wculd have enatled us to make an
assessment of the charnges forlﬁ»*mrpose of comparing it
with our cwn rinding as to the widening of wage dif-

erentials. If skilled labcr has increased, its

)

effect would be felt on both the level of wages as

well as on 1ts differentlal between the skllled and

tte unskilled. 1In the light of this, the followling
explianation for the wldening of wage differentials

can be offered. In ﬁhe context ¢f a planned growth of
1ndustrialization)skil]ed laber would be In shoert supply,
and wares would rise In 1ndustrles requirlng a higher

proportion of skilled labor. TIn our studv, iron and

“Tbid. p. 14, The data cn skllied workers whose
change 1s dlscussed here relate to craftsmen

and production process workers, as next to un-
skilled labor they constituted the largest element
of the labor force in the figures furnished in

the report.
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steel and sewing machine have been the high wage in-
dustries compared to rice milling which has throughout
been the lowest wage industry. The proportion of
skilled labor 1s likely to be higher in iron and steel
and sewing machine compared fo‘that in rice milliing.
The differences in their wages may be attributed to

the differences in the skill composition of their labtor

force.

T{, ¥ Variation In Wages and Emplcyment
—

The Organization for Eccriomic Co-operaticn and
Development studied the relati~n between changes in
wage differentials and the pattern of employment.
The eccnomic rationale of their study of worrxers in
marnufacturing industries was to see whether there
was an assoclation tetween changes 1n the number of
blue collar workers employed and changes in thelr
relative earnings. In stating the rationale of the
relaticnship, the group of independent experts who
made the study for the O0.E.C.D. point out:

"The fact that a sectors variation in employ-
ment 1s typically much greater than its varla-
tion in earnings 1ncrease may be felt to
carry the implication that changes 1n relative
earnings have not been an important cause
of changes in the structure of employment.

But 1t 1s also consistent with the interpre-

tation that the employment structure 1s highly

sensitive to changes 1in rclative wages

(1.e. that intersectoral elasticities of
substitution are significantly greater, 1n
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atsclute value, than unftvi. In teneral, the
Expert Group ]ncline“ towsris the wWiste-
fnsensitive Interpretation of thease data,
hecause 1t belleven tnat 1t {5 more strongly
surported ty additional evilience than the
warme-sensitive hypothesis.”
The above passagé ralses two quections. 1Is chanee
Iin earnings a cause for charng> 11 employment? It
1 gald that a greater variation In employment than
carnitas may imply 5 nevatlve answer to iU,
‘1:015 employmert highly sensitive to ware chanves?
rere tne grour leans towards the ware-insensitive in-
rernrvtatlon,though a greater variation in employment
Lav be consistent with the wage-sensitive interpre-
tation. This leaninz 1s ‘n part due to their finding
that chenges In earnings are influenced by other
varfiavi»s besides labor requirement(employment change)
sucn 4s, rroefit rates and charges in proflt, degree
of ¢ neentration, rate of production growth, the ratio
st tabor to total cost, and employment experience in
1 previcus rerlod.

“he ccefflclent of varia lon with respect to

emp loeyncnt 1s snewn te be eroater than earnings in

L A} ~ . N -.
Crwvanization for Feonomice To=Creration and Develop-

Mpnu, Wages and Labsup Motility, Faris, July, 1965,
P T soefficient of vapt atihn 1s calculated

Fn" wagps ard emplovrent for different time spans
of 1, 3, %, and over 7 years for KNortn America
and Furope separately by 'Jenreral Industrial
treakdowns'. 'Industry btrearkdowns with restricted
coverage!' for speclal nccuratlional groups for
Germary and Canada and tt.e Zanadlan general
Lreakdowns for Mcntreal ana Torconto is also glven.
Jee p. Ub,






the O.E.C.D. study. The «roup points out:

"Whatever the period lensth corsidered, the
deviation of an industry's (or region's or
occupation's) employment chanse from the average
change in employment over the relevant group is
usually not less than three times the deviation
of that industry's rate cf wage advance from the
reneral rate of wage 1increase; and in certain
countries and perlods, the factor has been as
much as 10 to 1."1

They have taken the range of variability in wages and
employment. In the case of 'lindustry breakdowns with
restricted coverage', the coefficlent has ranged from
0. 5 to 1l. 0 for wages, whereas for employment from
1. 5 to 2.8. They also present certain percentage
changes in employment and wares. To quote them:
"In the United States, between 1953 and 1960,
employment in manufacturing in Arizona rose by
77 per cent and in Michigan 1t fell by 18 per
cent, but the annual rates of increase in average
earnings were respectively 4. 1 and 4. O per
cent. In United Kingdom manufacturing,
employment in radio manufacture rose by 12 -
per cent in 7 years (earnings increase:- 5. 7
per cent per annum); in textile machinery it
fell by 20 per cent (earnings increase:- 5. 8
per cent)."
Thus, 1f the variation 1in employment 1s greater than
that of wages, they were 1nclined to support the vicw
that the wage-insensitive hypothesis 1s probably correct.
Depending on whether one considers sectoral, in-

dustrial or geographical variations in employment and

wages, and the period for which the coefflcient of

1
Ibid.

2Ibid., p. Us.
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variation is calculated one could arrive at differenct

results. [Relphng en Whe method of uotne the scefficient

of veriation @8 4 etetishic vo releve chamges in

HAG0e- and- ampieoyaentd , 4he soefficlient 4o presented

for She 36 industsbes <cneidesed in thie sbudy. ]
'!elying on the method of using the coefficient

of variation as a statistic to interpret the changes

in wages and employment, the coefficient was calculated

for the 26 industries considered in this study. We

will consider both the range of variablility as well as

the magnitude of the coefficient, ie., 1s one coefficient

much greater or only somewhat greater or less than the

other coefficient of variétion.

Table K3

'O O~ AU =W N —
e o o o

Wages and Employment Variability

About Average Rate of Change - 26 Industries

1950-1960

1 2 3 y
Money Wages Coefficient of Employment Coefficient
Variation of Variatiop,
. Starch 37.80 1. Bicycles 49,26
. Electric Pans 32.14 2. Paper 41,29
. Sewing Machines 28.85 3. Sewing Machines 29.76
Biscuit Making 19.63 4, Electnic Fans 27.47
Chemicals 19.20 5. Plywood 26.84
Sugar 18.96 6. Rice Milling 26.59
Soap 17.97 7. Starch 24.24
. Glass 16.92 8. Vegetable 011 23.26
. Tanning 16.12 9. Electric Lamps 20.76
Paints & Varnish 15.13 10. Ceramics 18.79
. Vegetable 011 14.20 11. Cement 18.66
. Rice Milling 13.93 12. Chemicals 18.46
. Cement 12.91 13. Biscuit Making 15.70
. Plywood 12.89 14, Glass 15.49 -
. Electric Lamps 12.10 15. Matches 14.00
. Matches 11.66 16. Wheat Flour 12.41
. Bicycles 11.29 17. Pruits and Veg. Canning 11.51
- Iron and Steel 11.02 18. Woollen Textiles 11.06
. Wheat Flour 10.84 19. Soap 10.03




L 20.
21‘
22.

23.
2,

25.
26.

S~urce: Indiz (Rewblic), Cirect-rate of Inlustrial

oW -

1
Distilleries 10.37
Jute Textiles 10.02
Ceramics 9.92
Cotton Textiles 9.04
Paper 9.01
Fruits & Veg. Canning 8.22
Woollen Textiles 6.09
All India 41,08

20.
21.
22.
23.
k.
25.
26.

Tanning

Jute Textiles
Sugar

Paints & Varnish
Iron and Steel
Cotton Textiles
Distilleries

All India

9.85
8.45
6.87
6.69
6.27
5.79
5.52
253.42

Statistics, Report on te Cen=us

of sisnufactiares and the Annual Survey of Industries,

1
woeff, nf Variation = O

X

wrere 1 ic the stadard deviation and x
is the arithinetic mean,

The data reveals a fairly wide range 1in the value

of the coefflcients.

For money wages the range 1is

from 6. 09 to 37. 80, while for employment 1t 1s still

higher from 5. 52 to 49.

26.

The overall coefficilents

for all the 26 industries shoW

that the variation in

employment 1s greater than the variation in wages. This

means that changes 1n wages have not played an important

part in influencing the changes in employment for the

manufacturing industries as a whole.

The above conclusion 1s subject to an important

qualification in the light of two types of findings

relating to high wage and low wage 1ndustries which may

be considered. Earlier it was shown that Sewing Machines

lF‘or' calculating the coefficient of variation average

annual €anmtngs and owployment figures have been

used,

/

The calculations are not

based on IKe Inaexes of earnings and employment,
v as 1t was felt that the
true base year figure would not be reflected in

the variation 1n this case.



and Electric Fans were the hi,h wage industries and
Ceramics and Rice Milling were the low wage ones 1in
absolute change 1in wages. The maznitude of the coefficient
of;variation in Sewing Machines for both employment and
wages seem to be very clo:z-, with the former slightly
higher. But, for Electric Fans the coefficient 1s

higher for wages. TFor the low wage industries, we

see that the magnitude of variation in Ceramics and

Rice Milling 1s higher for employment.

In percentage terms, Starch and Electric Fans,
were the high wage industries and Ceramics and Fruits
and Vegetable Canning were the low wage ones. The
magnitude of variation in wages 1s higher in Starch and
Electric Fans compared to that of employment. On the
other hand, for Ceramics and Fruits and Vegetable
Canning, the coefficient of variation is higher for
employment, compared to the coefficlent for wages.

Thus, in considering the magnitude of variation for
the low wage industries there has been a greater
variation in employment, whether we consider absolute or
percentage change in wages. For the high wage 1n-
dustries, if we take the absolute change in wages,
Sewing Machines shows a slightly higher coefficient for

employment. But whex . we consider percentage changes,

th these indystpries
the variation 1in wages 1n,Po gs ﬁigher than
the variation in employment. It appears that changes
in wages have played an important part in influencing

changes 1n employment 1in the high wage industries, whereas
such an influence 1is not avnmarent in the case of low wage

industries.
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This chapter fecussed omn the inter-industrial wage structure. A
distimction between high wage and low wage industries was made and
the wage differemtial betweem the twe was considered ia terms of
beth absolute and perceamtage changes.

We first tried to ses whether industries had alteréd their
rankings im the wage heirarchy. This showed that very little changes
ia the ranking had takeam place and that the highest and the lowest
wage industry had practically retained their renks throughout the
period, We then conntéotod the trend in wage differeatial by taking into -
acesunt the concemitant changes in the general level of wages.

This led to the comclusion that wage differentisls had widemed both
im absolute and porca@t.;c terms for the whole peried.

By way of explanatiom,it was submitted that changes in the
wage structure in a couatry like Indis, uadergoing am accelerated
tempo of industrialiszatiom, would be influenced by the same ses¢ of
factors which influence wages im more advanced countries. These were
product market conditioms, capital imtensity, profitability, govermment
interventioa in the regulatioca of wages, and changes in the ekill
composition of the laber force. These factors were im tura cemnsidered
as explamations for the observed trend in wage differeatials.

Favorsble product merket comditions were cited for the difference
in wages between the high wage and the low wage industries, and for
the widening of such differences. The widening of differeatial between
the high wage and low wage industries cannot be attributed to aamy
definite relationship between fix.d capital per worker (capital
intensity) and average sanual earmings.

The widening of differential could be attributed to relative
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prefitadility between the industries. But mere ianfermstiocn em pmefits
relative te iadividual waits is required te further mh.to
this peimt,

With respect te govermmsat iuterymatioa im the regulatiea of
wages ia Indis, it was showm that geverument pelicy ea differeamtiale
enphaeised narrewing of itt!orntulo on equity greumds, sad the
mintensnse of it teo previde incemtive feor better performsasé ea
the part of laber. Dut a9 attempt has been made to omforee 8 policy
en differentiale, based ea job evaluastica and by evelving s stsadanxd
osoupational classification. In the faee of thies the iafluemes of
goverument pelicy on differentials hes bou ssutral. It has oemtributed
osither te its merreviag mer te its videaing. It was alse shewa
that werkers whe fnaivd a flat rate oa dearsess allowamee which
weuld eempress differeatiale esmstituted a lower perceatags, thaa
these whe received it as limhed te the¢ comsumer priee index. Ia
view of this it was deudtful whether this hed actually led te
cempression of wags differentialse.

In ocsnsidering the differeatisls im wages, it was suggested that
wvages msy have imsressed im imdustries r.qﬁirh. a higher prepertica
of skilled laber. Due te insdequate trainiamg facilitées, therve might
be & shertage of skilled labes. relative -te its demsnd. This might
result ia an ineresse ia wages im industries like izrom smd stesl sud
sewiag machine requiriag a higher preportiocn of skilled labes as ageisst
riee milling sad vegstable ¢il where such requiremssat is relatiwvely lees,

7inally en attempt was meke to find eut vhether changss ia
wvages played aa importsat rele ia iaflueaciag changee ia employmest.
Por this the veristiea'in wagee and employment was semnsidered. It



was found that changes in wages have played an important role in
1nfluen;:ing the changes in employment in the high wage industries

compared to the low wage ones.
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CHAPTER 4

Inter-State Wage Structure

Let us now consider the inter-state wage structure
and examine the nature of its wége differential.
It was pointed out that the overall increase in wages
with respect to the states for the period 1950-1960
was 59 per cent. In this, Bihar showed the largest
increase in absolute, and Andhra the highest increase

in percentage terms. Assam showed a decline in money

wages while the leading states of Bombay and West Bengal

showed a lower percentage increase in wages than
several other states. We will investigate these
changes 1n greater detail and examine the nature of the
wage differential by taking the aggregate of the manu-

facturing industries 1in each state.

Ranking of Average Annual Money Wages by States

A year by year ranking of the average annual money
wages by states 1s shown below. Number 1 refers to the
lowest rank and number 12 to the highest rank and

hence the numbers assigned in an ascending order.

P

Table &~

State Ranking of Average Annual Money Wages for Each Year

1950 - 1960
50 51 52 53 54 55 __ 56 57 58 59' 60
1 1 1 1 1 1 1 1 1 2 2
9 6 8 8 7 8 8 8 8 1 1
10 12 12 10 11 12 12 11 11 12 12



50 51 52 53 54 55 56 57 58 59 60

’ Bombay 12 10 11 12 12 11 11 12 12 10 11
Delhi 11 11 10 11 10 10 10 10 10 11 10
Madhya Pradesh 5 Il y by 5 5 4y 7 7 9 7
Madras 7 6 7 8 6 7 6 6 6 9
Orissa 2 2 2 2 2 2 2 2 2 3 3
Punjab 4 5 5 6 6 7 6 5 5 7 5
Rajasthan 3 3 3 3 3 3 3 3 5 4
Uttar Pradesh 6 9 7 5 L 4 4 L 4 6
West Bengal 8 8 9 9 9 9 9 9 9 8 8

Source India (Republic) Directorate of Industrial Statistics, Report
on the Census of Manufactures, and Annual Survey of Industries

Once agaln we see that there has been very 1little change

in the rarks. Four out of twelve states show a change
of only one rank. The position of the high paying and
the low payling states uncergo very 1little change,

This is clearly seen in the ranking of Bombay and Bihar
as the high payling states and Andhra and Orissa as the
low paying states. The rank correlatibn coefficlents

for each year turned out to be as follows.

Table F

Spearman Rank Order Correlation for Average Annual Wages

by States 1950 - 1960

Year Rank Correlation
Coefficients
1951 .90209
1952 -.95804
1953 .97202

1954 .94405
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Year Rank Correlation

Coefficlents
1955 .92307
1956 .95104
1957 .95104
1958 .95104
1959 .62237
1960 .71328

Source Computed from, India (Republic), Directcrate
of Industrial Statistics, Report on the Census
of Manufactures, and Annual Survey of
Industries

Note The rankdng of the averaze annual money wages for the 12 states
for eash of the years 1951 to 1960 have been correlated with
the ranking for 1950, The formula used is as follows:

N
J-l
pooa- &
N(N*-1)
where £ 1s the Spearman Rank Correlation Coef”icient
is the difference i1n rank hetween naired items
N ig the mmber of pairs of obse~rvations
The hiegh values of the coefficlent show the slow
chanre 1in the ranking by states. Up to 1958 the values
are falrly close to .95. But there 1s a sharp dis-
continuity 1in the value for 1959 and 1960, which may be
due to the difference in statistical coverage. For
the period up to 1958, a comparison of the coefficlient
with the actual ranking ln the pr&ious table shows, that
there has been very little change 1in thé ranks in each
state. For 1959, Assam alone shows a very sharp change
in its rank while the change in tne case of the other
states appearsto be rather zmall. Nevertheless, in

interpreting the change for the whole period by com-

paring the base and terminal year, the discontlnulty
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in the data after 1958 must be borne in mind.

Next we willl analyse the trend in wage differntials
in absolute as well as percentage terms. The following
tabtle presents thé difference 1n wages between the
highest and the lowest paylng state for each year from
1950-1960.

S

Table

Differential Between the Highest and the Lowest Paying State

Year

1950
1951
1952
1953
1954
1955
1956
1657
1958
1959
1960

1950 - 1660

Highest - Lowest Lowest 4 10vu
Rs. H1-068 L
734 36.68
924 32.96
981 31.04
952 34.06
931 . 35.37
929 35.99
793 Ly, 26
830 by, 41
823 45.56
1215 38.83
1407 37.08

Source Computed from India (Republic) Directorate of Industrial

Statistics, Report on the Census of Manufactures, and
Annual Survey of Industries.

For the period 1950-1958 there has been a widening
of absolute differentials. The sharp rise for 1959 and
19€0 in this column must once again be due to the statis-

tical discrepancy in the scurces. Percentage differentials
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appear to narrow up to 1955 and thereafter widens up

to 1958, before narrowing. To some extent, the dis-
continuity in the data for 1959 and 1960, may be the
reason for the rather sharp change in the values. However,
we are not stopping at thls point to draw conclusions

on the nature of the change in the differential, for

we will also consider the concommittant changes in the
general level of wages. For this, the overall average
annual wages of all the 12 states 1s taken as a point of
reference and the change 1n thils overall average 1s re-
lated to the change in the average annual wage of the
highest and the lowest paying state by taking their
deviations for each year.

Table <7

Deviation in Average Annual Wage of the Highest Paying State and

the Lowest Paying State from the Average of all States - 1350-1960

“a
oM
[ )~
o o )
i o« E& 3 2w o ~ 5@ —
oy~ |~ — < P o~ (7} ot &
%) PO w n (V") (o Lo K
o m Lo S — o O~ o >
0 ~ 0 u) o < MO0 — Fo g )+ o <G 0~
[V D) L « > « —~ n o g n >
£ Fopre) £ 05 OE °f* [ 5 (S ~ O OE ¢ -
2 EE S T o s 33 83 S230
8 D2 Ex w&88 8H 58 23 &8s
1 2 3 i 5 6 7 8
1950 1159 226 24,29 933 426 507 54,41
1951 1379 336 32.29 1043 455 588 56.39
1952 1423 331 30.40 1092 4uys 649 59.52
1953 144y 317 28.19 1127 493 634 56.33
1440 306 27.07 1134 510 626 55.05

1954
3
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1 2 3 4 5 6 7 8
1955 1451 332 29.73 1119 523 596 53.30
1956 1423 262 22.63 1161 631 530 45,72
1957 1494 228 +18.02 1266 664 602 47.58
1958 1511 274 22.23 1237 689 548 by, 31
1959 1836 603 48.98 1233 622 611 49.60
1960 2236 810 56.84 1426 830 596 41.83
Source Computed from, India (Republic), Directorate of Industrial

Statistics, Report on the Census of Manufactures, and Annual
Survey of Industries.
Note The highest paying state for 1950, 1953, 1954, 1957 and 1958

was Bombay, and for the remalining years, Bihar.
paying state from 1950 to 1958 was Andhra, and for the re-
maining years, Assam.

Part of the statistical discrepancy caused by the
difference 1in sources for 1959 and 1960 can be reduced
by analyzing the period up to 1958 in the above table.
If we exclude the last two years, we get a narrowing,
rather than a widening or maintenance of percentage
differentials between the highest and the lowest paying
states. But, owing to the considerable fluctuations 1n
Columns 4, 5, and 8, there is a clear case for in-
vestigating the rates of growth in money wages 1n each
state. First, we can rank the average annual money
wages in each state for the base year, 1950. Then the
percentage change in wages between 1950 and 1955 can be
ranked. Next the similar change between 1955 and 1960
can be ranked. Filnally, the change in rank for the
whole period 1950-1960 can be presented. The table

below shof§w the rankings.

The lowest
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Table o7

State Ranking of Average Annual Money Wages for 1950,

oource: ¢omputdd irom indis (Hepuolic)y Lirectorate of induotrial
otatistices, e wry

.o tiie censuu

Dy

’ With Percentage Change 1n Ranks for 1955 and 1960
(@] wn
Do A o O
/7] )] =~ ! [/} ~ O' o
o o~ 23 o~ 9 3 N
o « O W+« O —
= = 3] T 0N ted
. oo % X o % o
3 < < <N\ o < O o 4]
~ noaoe e X e <R B S o X
3 > 8 A 230 5§ A 2% & 233§
1 2 3 4 5 6 7 8 9 10 11
Bombay 1160 L1 1379 19 [6) 1759 27 {7U s2 [8]
Delhi 1134 [2] 1294 a4 [7) 1757 35  [51 55 [1]
Bihar 1133 [3 1452 28 [3] 2237 s4  [2 97 L2]
Assam gur  [u] 961 14 [7] 829 -14 [10) -1 [0
West Bengal 812 [s] 1033 27 ] 1237 19 [9) 52 Lg]
YMadras 794 [6] 904 14 [7] 1329 47 [3) 67 [4]
Uttar Fradesh 765 L1 827 8 [9 1154 39 [W] 51 [9]
Madhya Pradesh 760 [8] 828 9 [8] 1225 w7 [3) 61 [5)
Punjab 714 [9] 930 30 [ 1119 20 [8 57  [6]
Rajasthan 670 [o] 766 14 [7] 1012 32 [6] 51 [9)
Orissa s23 [1y 7e2 38 [1] 920 27 [7] 76 (3]
Andhra s2s 13 s23 23 [s] 877 67 [ 106 [
ALL INDIA 933 1119 20 1426 27 59

sdnuisctusrcs, Gnd LAniiUaa

CUNVOy D1 LRGSO Co
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In column 2 the states have beern ranked according
to their average annual money wagzes in 1950, highest to
the lowest paying state. The percentage change in
wages for 1955 over 1950 is given in column 5 and the
change 1s ranked in the next column. Column 8 shows the
percentage change in 1960 over 1955 and this 1s ranked
in column 9. The last two columns show the percentage

change and the ranking for the whole perlod.

Up to 1955

The leading states Bombay and West Bengal lose
their ranking in percentage terms. Bihar and Madhya
Pradesh show no change 1in thelr ranks. But Andhra and
Orissa have gained in ranks with the former showing a
spectacular rate of growth even while remaining one of
the low paylng states. The other states also show
changes 1n ranks, especlially Punjab which shows a

rapid increase 1n percentage terms.

1955-1960

Bombay and West Bengal continue to lose thelr
ranks, while Bihar and Madhya Pradesh galn it to t:.c
second and third place respectively. Assam shows a
decline In wages. Orissa shows a lcss 1n rank while

Andhra goes to the top position amung all the states.

1950-1960
For the whole period, Bombay and West Bengal have
conceded to seven other states. Assam 1s the only state

showing an actual decline while Andhra the highest in-
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crease 1n wages.

We are now 1n a position to explailn why there has
been the differentlials 1In absolute terms, and 1n the
rates of growth. et us con%}Qtikhe absclute differences
noticed earlier in the Individual ranklings year by year.
There Bombay and Bihar rank as the two high paylng states
in contrast to Andhra and Orissa as the low paylng ones.
This 15 due to the reglonal differences between them.
Bombay and Hihar are industrial states. 1In the former
we have the bulk of the Industries in India concentrated
and this accounts for higher wages in absolute terms.
Bihar 1s Fhe center of the iron and steel industry 1in
India. Compared to this, Andhra 1is mainly a tobacco
growlng ceniter with industrial development taking place
only recently. Orissa's main industries are rice milling,
vraper mills, and glass factories. Thus, the industrial
complexes in the different regions clearly account for
the differential 1n wages.

Now;w;'U m? epigitggiage rates of growth. The rapid
growth in wages in the low wage states of Andhra and
Orissa which rank high at thé end of the period is due
to the diversification of Industrial development which
1s an important feature of the period. New industries
have been started in almost all the states under a
planned program of industrtal development, resulting in
many states showlng differential rates of growth. Thils
has had its impact on the growth in wages 1n the newly

developing states. 1t 1s borne cut by the fact that the

leadine states of Bombay and West Beneal have lagged be-
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hind in thelr rates of growth in wages compared to
several other less developed states. The states that
have been rariked low in money wages in 1950 appear to
have shown a rapid rise in their wages 1in percentage
terms, due to a diversification of industrial develop-
ment. This could explain to some extent the narrowing
or the maintenance of percentage differentials observed
in table 27,

As part of our study of the inter-state wage
structure, we will next examine the trend in differentials
in Bombay State for the period 1950-1960. This is a
major industrial state employling roughly a third of the

) 1
total workers in manufacturing industries in India.

Wage Differentials in Bombay

The following table shows the trend in wage
diffgrentials between the highest and the lowest wage
ihdustry in Bombay for the years 1950-1960.

1

The percentage of employment in Bombay to the total employmernt
in manmfacturing was found to range from 25 to 35 per cent
for the years 1950-1960,
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this differential for the years 1950 to 1958. This
’ conclusion may be drawn 1in spite of the fluctuations

noticed in the figures. Percentage differentials

St & we :Kou Wisvmeidf adh LY, 190D @i LYdue rOTP

lae pelaod 1950 to 1958 Tiwy qo
nave ol .srwq conniilslon
not seem to significant® 1In we may say

that wage differentlals have wildened, since no
appreciabel narrowing has taken place even with respect
to percentage differentials. As a final step in our
investigation, we will consider the difference in wages
for the same type of labor in different states.

Difference 1n Wages for the Smﬁ?‘.sif{d‘Labo r in
Different States

The following table shows the differences in wages
in the various centers in different states for the same
cetezory

' of labor in the manufacturing industries of
cotton, woollen and jute textiles, sugar and chemicals.

The lowest and the highest paid category 1s taken in

all cases.

Table 3¢

Wage Differences for Similar Classes of Workers
In Different States, 1958-1959 (Average Earnings Per Day)

Cotton Textile Woollen Textile
West Bengal (Howrah) Bombay (Bombay)
Mazdoor Rs. 2. 32. Mazdoor Rs. 3. 82.
Jobber Rs. 4. 05. Mistry Re. 6. 92.
‘ Madras (Coimbatore) Punjab (Amritsar)
ﬂ’ Mazdoor Rs. 3. 41. Mazdoor Rs. 1. 59.

Jobber Rs. 5. 08. Mistry Rs. 5. 23.



Cotton Textile Jute Textlle

Mysore (Bangalore) West Bengall
Mazdoor Rs. 2. 15. Mazdoor Rs. 2. 85
Jobber Rs. 3. 29. Carpenter Rs. 4. 55,
Gujarat (Ahmedabad) Residual?
Mazdoor Rs. 3. 96. Mazdoor Rs. 2. 72.
Jobber Rs. 7. 82 Carpenter Rs. 3. 18.
Ecmbay (Bombay)
Sugar
Mazdoor Rs. U. 45, 1
Jobber Rs. 7. 95. Flhar
Bombay (Sholapur) Mazdoor Re. 1. 84,
Pan Attendent Rs. 5. 45,
Mazdoor Rs. 2. 89.
Jobber Rs. 5. 43. Residual®
Delhi (Delhl) Mazdoor Fs. 2. 28.
Pan Attendent Rs. 6. 57.
Mazdoor Rs. 3. 41.
Jobber Rs. 7. 81.
Chemicals
West Bengal (Calcutta)
Chemist Rs. 4. 94,
Unskilled Rs. 2. 57.
Bombay (Bombay)
Chemist Rs.10. O0O1.
' Unskilled Rs. 3. 55.
Residual®
Chemist Rs. 7. 51.
Unskilled Rs. 2. 62.

1,
"No center given
"KHefers to other states, no stratum breakdowns.

Source: India, Ministry of Labour and Emplcyment, Occupational Wage Survey
1658-1959, Simla, 1963, pp. 151-63; 164-66, 192, 194-97, 198-201.

The difference in wage for the Mazdcor, the lowest paid
worker in cotton textile, ranges from Rs. 2. 15 in Bangalore
to Rs. U4, 45 in Bombay. In woollen textile the range is

frcm Rs. 1. 59 in AMitsar to Rs. 3. 82 in



Bombay. In Jute it is from Rs. 2. 72 to Rs. 2. 85

and in Sugar from Rs. 1. 84 to 2. 28. In the chemical
industry the wage for the unskilled worker ranges from
Rs. 2. 57 in Calcutta to Ré. 3. 55 in Bombay. The
range for the highest paid worker, namely the jobber 1in
cotton textile, 1s from Rs. 3. 29 in Bangalore to

Rs. 7. 95 in Bombay. In woollen textile the mistry
gets Rs. 5. 23 1n Amfitsar whereas he gets Rs. 6. 92
in Bombay. Similarly there 1s a difference 1in the

wage of the carpenter in jute for West Bengal and the
residual states, and that for the pan attendent in Sugar
for Bihar and the residual states. There is a wide
range in the wage of the chemist in chemicals, from

Rs. 4. 94 in Calcutta to Rs. 10. 01 in Bombay.

T o nt Wage Policy and Inter-State Differenti

/lb

b,

uence o e xing on an ndla Basis on
Inter-State Differentials

We may now analyse the influence of all India
wage fixing on inter-state differentials. In doing this
we necessarily have to refer to wage fixing in specific
industries on a national basis. If we could argue that
these industries show some degree of standardization in
wages, consequent to the action of the government in
fixing wages on a national basis, then the tendency for
the slight narrowing of percentage differentials noticed
for the states could be partly explained.

Broadly, government wage fixing has been governed

by two factors, namely the needs of the worker and the
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capaclty of the employer to pay.1 Both of these have
been variously interpreted by the different 1industrial
tribunals and wage boards. There 1s some indication of
how capacity to pay Is to be conslidered when 1t 1s sald:

"It i1s difficult to define 1industry's

"capacity to pay". As pointed out by the

Falr Wages Committee, it would be wrong to

determine this on the basis of the capacity

of a partlicular unit or the capacity of all

industries in the country. The relevant

criterion should be the capacity of a

particular industry in a specified region

and, as far as posslible, the same wages

should be prescribed for_all units of that

industry in the region."2
Even though reference 1s made to all units of
a particular industry in a given region, 1t is clear
that the passage emphasizes the importance of taking
into account reglonal differences. 1In actual practice
tribunals have even gone one step further. They do
fix wages so as to maintaln a relationship between the

wages of other industries in the same region, and the

one for which the fixing 1s done. Thus, the Industrial

The Committee on Falr Wages outllined three stages
in the process of wage evolution based upon the
needs of the workers and the capacity of the em-
ployer. The three stages are the 'minimum wage',
'fair wage' and the 'living wage'. Tribunals

and wage boards have mostly followed the recom-
mendations of the committee. See, Government of
India, Ministry of Labour and Employment, Some
Papers on Wage Policy, 1957, pp. 1-2; p. 7.

2
Ibid. p. 2-3.
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Tribunal in West Bengal fixed minimum wares in cotton
textile in 1958, keeplng Iin view the pattern of wages

in the jute industry. The Jjute industry belng the

premier industry of West Bengal has also Influenced the
wage structure in the englneering industry.l If this
practice 1s more prevalent in other cases there would be

a tendency for wage differentials to narrow within a parti-
cular region, at least for the clasces of workers con-
sidered by wage fixing authorities. The compression of
differentials within a region need not necessarily 1In-

fluence such a tendency between the regions.

Fixation of Minimum Wages by Tprlounals

Wages have also bteen fixed on an all India basis.

To quote one author:

"In many industries or occupations the
tribunals have operated on a regional or
city-wide btasis, but for others, like Banking,
Defence, 011, Rallways and other industrial
groups in the orbit of the Pay Commission
or National Tribunals, wawe rates appear to

have been fixed on 2 natlional baiis, although some regional

variations have been specified.”

O-ie factor that would influence wages to be standardlzed
between regions 1s the fixation of minimum wages. Un-

like the fixation of basic wage or the other wage

fee, Report of the Ceritral wage Board for the Jute
Industr 1963, Manager of Fublications, Delhi,
1960, p. . The board took into consideration
the wage structure In cotton and engineering

in recommending wages for Jute.

2
Subblah Kannappan, ctudy of Wage Differentlals
in Ind'a, unpublished monograph, University of

Washington, July 12, 1960, pp. 6-7.
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components, llike dearness allowance or bonus, the
fixing of minimum wages have not been completely based
on the capacity of the industry to pay. In determining
the actual quantum of minimum wages, the tribunal

in the Buckingham Carnatic Mills case was guided by
such matters as food, clothing, housing, fuel and

light and miscellaneous items and the findings of
family budget enquiries in the locality regarding the

percentage allocation of expenditure on these 1tems.1

The paying capacity has been held irrelevant in fixing
minimum wages in another case.? These attempts on an

all India basis would bring about some uniformity 1in

the wages of the lowest category of workers and is likely
to have a tendency to compress differentials between

the regions. The wage board for the sugar industry
constituted by the government of India In 1957 fixed

a minimum wage for the unskilled worker of Rs. 60 - 1 -
65 for the four regions - North, Central, Maharashtra

and South.3 The board,however, recommended different ~ 7« ur ~egl

1'I'he Study Group on Wage, "Principles of Wage
Fixation", Indian Labour Gazette, Vol. XV, No. 8
.~ Feb. 1958, pp. 730-35.

2Ibid. p. T34. The case referred to is between
Rajwanil Transport Ltd. and thelr workmen.

N 3'I‘he information is obtained from the following
\\\ article as the original report was not available.
. V. Agnihotri, "Evolution of Wage Policy in India",
“Indian Labour Journal, Vol. II, No. 2, Dec. 1961,
p. 1162.
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rates for different recions rarytin:s Srom ke, 60 1r

the cen‘ral regzion to ks. 77 {1 ¥ararashtra. In

effect the fixing of the min‘mum meq4nt that wages in

any ocne region could not fail teisw Re. 60. lHow
effective 1s this Iin Influctecliw 31fferentials? 1°F

a minimum 1s set telow which, waves ohald net f£all, and
If 1t is 12id dewn that this nintmum {s ot the one that
1s necessarily applicable to all repgions, then [ts
effect 1in standardizireg wages and reducine differentials

is not 1likely to be very muzh.

Tdentifying Categories cf vl

There is another major problem encountered In the
'ixation «f minimum wages by triburals., This iz to du
with the ldentification of different types 2! skills In
an fndustry. As a first step tnls requlres tne stand-
ardization of the more commoen of the occupationail
nomenclatures, enemuration c¢f as many as the prevalling
desiznations that are avallable, classifylng oreratives

b

U

on tre basls of skill and according to brasic
factors. In practice the triburnals have not flxed wages
on the baslis ¢f detatled Jou clavesification. It is
satl trat the tribunaisy)as a matter of adrdinistrative
converdence dealt
"only with brecad fndustrtal or i{ndustrial-cum-
regicnal categories, «r 1 in so far as they were

cor.cerned with the prot.em of skill differentials,
addressed themselves wenerally to such broad
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categorles as skilled, semi-skilled and unskilled

labour."l
In the light of this observation and given the fact
that tribunals are likely to be governed more by legal
considerations, than by any economic appralsal of the
significance of different kinds of skills, their
minimum wage recommendations may not specifically be
directed towards reducing skill differentials. For
instance, we found different wages in different areas
even for the same type of skill. It appears that the
influence of all India wage fixing in reducing dis-
parities even among the lower categories of workers has

been rather weak.

Changes in the Wage Components

An attempt was made to compare the change in the
basic waée and the dearness allowance of factory workers
in different states with a view to examine the influence
of all India wage fixing on inter-state differentials.
In the Indian wage system the two major components of
a worker's earnings are the basic wage and the dearness
allowance. The later was introduced during the second
World War to compensate for the increase in the cost of

living.2 The relation between basic wages and dearness

1 Subdbiah Xannappan, "Union, 4Adjudication and wazes"™,
e » Annual Number, Feb, 1962, p. 229,

2For details concerning the manner in which the dear-

ness allowance 18 linked to the consumer price index

see, Labour Bureau, "Note on the Linking of Dearness

Allowance To the Consumer Price Index Number", Indian
Journal of Labgur Economics, Vol. VIII, No. 1, April],
19559 PP 86'8 .
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allowance has been a subject of great interest to labor,

management, and the tribunals. We earller saw that

in the case of 1ndustp1es)a greater percentage of
workers had thelir dearness allowance 1linked to the con-
sumer price index. If the consumer price index had
risen in all states and 1f the dearness allowance is

a compensatory rise, and ordered so by tribunals, 1t
follows that there should be a greater increase in this
component in states which shcw a greater rise in the
consumer price index. We shoulu expect scme positive
correlation between the movement of the consumer price
index and that of the dearness allowance component.

We will examine the change in the rela-
tive size of the basic wazes and the dearness allowance
~%¥ %gg %%g 23 for which information is avallable. The
following table shows the percentage of basic wages and
cash allowance including dearness allowar:ice to total
average annual earnings for 1957 and 1959. The consumer
price index numbers are also shown for these two years.
Though the average annual earnings are not strictly
comparable to those computed in thls study, as they are
based on the Payment of Wages Act, the table does gilve
an 1dea of the éhnge in the two compcnents, 1n relation

to the change in the consumer price index.
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Table gl

Percentages of Basic Wages and Cash Allowance Including Dearness
Allowance to Total Per Capita Average Annual Earnings in
Industries by States for 1957 and 1959

1957
1 2 3 4y 5 6 7
State Basic % Allowance % Av. An. C.P.E.
Wages Col.?2 incl. Col. U Earnings
Eo1 . BX100 1Al ESITE*IOO
1. Andhra 548.0 53.20 377.1 36.60 1,030.8 124
2. Assam 8u49.5 46.33 536.4 29.24 1,833.6 108.67
3. Bihar 775.3 59.66 28%.8 22.01 1,299.2 105.25
4. Bombay 706.8 4B8.62 699.0 L6.07 1,452.6 109.20
5. Orissa 652.5 68.20 235.4 24.58 956.8 109
6. Rajasthan 590.2 65.04 226.8 29.32 907.1 97
7. Uttar Pradesh 633.3 58.77 419.0 38.90 1,077.5 94
8. Delhi 889.1 59.54 515.0 34.49 1,493.4 114
1959
9 10 11 12 13 14
State 83510 % Allcwance % Av. An. C.P.I.
PBoS Garti100 fnel- Colliy 0o Earnines
1. Ancéhra T41.90  83.72 136.27 15.36 885.11 129
2. Assam 835.72 51.96 bus.91  27.69 1,607.27 108
3. Bihar 022.39  67.89 342.89 25.18 1,358.61  107.50
4. Bombay 707.66 47.16 738.61  49.23 1,499.77 134
5. Orissa 826.74  76.76 214 .66  19.88 1,076.36 121
6. Rajasthan 667.68  T73.13 203.06  22.55 912.27 105.50
7. Uttar Pradesh 678.44 59.78 u37.17 38.53 1,134.03 98
8. Delhi 828.94 61.56 L4es.35 34.57 1,345.43 120

Source: Government of Indla, Labour Bureau, The Indian Labour Year Book,
1958, p. 65, and The Indian Labour Year Book, 1960, p. 42,
and Indian Labour Statistics, 1961, pp. 99-101.

Note: The figures in columns 7 and 13 are simple averages of the centers
in each state for which ccnsumer price 1ndex numbers are published
by the Labour Bureau. The following is the breakdown. Andhra -
Hyderabad; Assam - Gauhati, Silchar and Tinsuklia; Bilhar - Jam-
shedpur, Dehri-on-Sone, Monghyr, Jharia; Bombay - Bombay, Sholapur,
Jalgoan, Nagpur, Akola; Orissa - Berhanpur, Cuttack; Rajasthan -
Almer, Beawar; Uttar Pradesh - Kanrpur; Delhi - Delhi.
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The question to be considered is whether the influence of all-
India wage fixing has given rise to a tendency for a narrowing of
inter-state differsntials. If we suppose that there has baen an
increase in the percentage of allowance including dearness allowence in
the low wage states, related to the increase in their consumer price
index, compared to the high wage states, then there would be a tendency
for a marrowing of percentage differentials. Earlier it was seen that
Andhra and Orissa had shown a greater percentage increase in money wages
compared to Bombay, which ranked the highest wage state in 1950. In
the above table, in Andhra, the percentage of allowance has declined
from 24.58 to 19.88 for these two years. Interestingly enough, the
éotccnugo of basic wages have increased substantially in both cases.
On the other hand, in Bombay, the percentage of allowance has increased
from 46.07 in 1957 to 49.23 im 1959. The percentage of basic wage has
declined in Bombay from 48.62 to 47.16. This means that the role of
allovances including dearness allowance in compressing inter-state
differentials has not beem ctfc.cti'vo, especially vhen we consider the
influence of all-India wage fixing by which the percentage of dearnass
allowance is regulated, Such regulations by tribunals may have taken
place, but it does not seem to have increased the component of allowancass
including dearness allowance of the low wage states so as to bring about
a narrowing of differentials between them and the high wage states.

The rest of the chapter will be devoted to a detailed examination
of the indexes of real wages., Each state will be separately examined.
In the end, an examination of the relationship between the working class
consumer price imdex computed in this study and the index of money

wages will be taken up with a view to drawing comclusions on changes

in real wages.
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Chanees in Real Wages In the ltates

Andhra Up to 1955 there can be seen fluctua-
tions in both money wages and the consumer price
index. Thereatter , both mecrey waces and the price
index increase,with the former showing a greater rate
of increase. T:ere has been an
increase 1in real weges for the entire nrerind.

Azsam The maln concluslon here is tlat real

wagzes have declined If we take the whole perlod Into
consideration. This 1s the only state showing such
a decline.

Bihar After some initlal fluctuations 1in both
money wages and the price incex, the price index de-
clines from 1953 while money wawes do not change

F

arpreclably. rom 1957 to 1960,therc 1s a high rate

wf Increase {in money wages with the price index
showine no arpreclable change. Real wage has Increased
ty “7 per cent or almost doubled for the whole perind.
felhl Up to 1955 money wages increase rather
slewly while the price index seems to hover around 106
rather steadlly. There is ar Increase in money wages
from 1955,once axaln accompanied bty an increase 1n the
rrice 1rndex which becomes constant at the end of the
reriosd. The real wage goes up by ¢G per cent for the
whole period.
Bombay Money wapges and the consumer price 1ndex

Ircrease up to 1953. Thereafter, botn the money wage

Index and the price 1ndex decline for the next two years.
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From 1956 onwards to the end of the period both the

indexes once again steadily rise. 1In fact, in Bombay,

the trends in bdboth indexes show a striking similarity

in the sense that as one of them rises the other also rises
and when one of them declines, the other also declines.
There has been an increase by 14 points in real wages for
the entire period.

Madhya Pradesh There are considerable fluctuatlons

throughout the period in both money wages and the price
index. F:on 1956, however, there 1s an increase in

- money wages with a very slight drop of two points in
1959 while the price index shows very little change

for this period from 1957. Real wages show an increase
of 49 points for the entire period.

Madras Money wages show greater fluctuation than
the price index, nore:so in the period after 1955.

The price in@ex showé a steady increase from 1955 while
money wages fluctuate at the end of the period. The
increase in real wages has been 18 per cent for the
entire period.

Orissa There is a steady increase in money wages
from 1953 after some initial fluctuations. The price
index, after an initial rise, declines steadily up to
1955, and thereafter increases steadily. Real wages
have gone up by 54 points for the entire period.

Punjab Money wages increase till 1954, level off
till 1957, and thereafter steadily increase. On the

other hand, the price index has shown only one percent increase



for the whole period. For most of the years it is
below the base yea ?do%ﬁus, while money wages have
risenythe price index has shown no appreciable change.
Real wages have increased by 55 per cent for the
whole period.

Rajasthan Money wages show fluctuation up to 1957
and thereafter a steady increase. The price index on
the other hand, shows an increase of only 3 points for
the whole period. After an initial rise it begins to
declineyand from 1954 to 1957 it 1s below the base
yea}?deit the end of the period, 1t slightly regains the
position and goes up a little. Real wages have gone

up by 47 per cent for the whole period.

Uttar Pradesh Both the money wage and the price

inaex show fluctuations. A steady decline 1is seen

from 1952 to 1955 in money wages roughly associated
with a gimilar declire in the price index. The price
index 18 constant for 1958 and 1959 and goes up only

by one point in 1960. Money wages, however, go

up considerably between 1959 and 1960. Real wages show
an increase of 39 points for the whole period.

West Bengal Money wages increase up to 1958

after teing constant for 1652 and 1953. The price
index on the other hand, after an initlal rise, remains
beiow the base yeéfaﬁfto 19%5, amfﬁzgjns to rise.
As for the real wage, it goes up by 36 per cent for the

whole period.
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All India The index of money wages steadlly increases
» up to 1954, shows a slight decline in 1955 at 120, and
" thereafter steadily rises for the rest of the period. The
“onsumer Price Index after some fluctuations initially,
- and a decline below the btase year for 1955, begins to
steadlly rise for the rest of tre period. Real wages
have gone up by 34 per cent fcr the entire period.
The above account has shown in detail the changes
in money wages and the consumer price 1ndex numbers which
has enabled us to understand the changes 1n real wages.
But, what general conclusion can we draw from the experience
of the various states? For this we may conslder the
entire period in taking the changes for each state. The
following table shows this with reference to the consumer
A’ price index, money wage and real wage.
Table 32
Change in the Consumer Price Index, Money Wages

and Real Wages for the otates, 1050-1960
Base 1950=100 '

1 2 3 4 5 6 7
State C.ELLL Rank Money Wage Rank R;al Wages Rank
Change Change
Change %1950-505 (1950-60)
(1950-205
Madras 42 By 67 ) 18 Do
Bombay 33 2 52 lig 14 o
Andhra 2€ 106 63 g2
Delhi 20 () 55 [7] 29 E
Orissa 14 ‘ 76 33 54
West Bengal 12 ) 52 81 36 L
Uttar Pradesh 9 ] 51 ()] 39 ﬁq
Madhja Pradesh 8 0] 61 [5) g ﬁls
Assam 5 (9l -1 Bo -6
Rajasthan 3 3 51 B} 47
Bihar 3 97 91
3 Punjab 1 1] 57 ] 55
ALL INDIA 20 59 34

CVER



Source:
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India (Republic) Directorate of Industrial Statistics,
Report on the Census of Manufactures and Annual Survey
of Industries.

Government of India, Labour Brueau, Indian Labour Journal,
Vol. 1I, June 1961, No. 6, p. 577.

Government of India, Central Statistical Organisation,
Statistical Abstract of the Indian Union, 1957-58, p. 365
and 1961, p.

Except in the case of Assam real wage has increased
in all other states. Apart rroﬁ this cbnclusion, we
find it 4difficult to make any other meaningful generali-
zation. There does not appear to be any definite
relationship between the changes in consumer price
index and money wages. Notice that Madras shows the
highest increase in theprice index and Punjab the least
1n9reaae while in the case of the increase in money
wages they rank very close., On the other hand, in
Assam there 1s an increase in the price index (even
though it 1s not very much it 1s higher than the
Punjab) but actually a decline in money wages. In
Bombay the price index has risen relatively greater
than West Bengal but both statea‘show equal 1increase
in money wageﬁ. These differences should mean that
there are considerable dit(erences in the real wage
position of the workers in the different states. While
it 1s clear that real wages have gone up they do not
seem to h;ve gone up uniformily in all the states.

But this finding is subject to our earlier observation
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that the consumer price index numbers with which we

have been working are based on family budget studies
taken during World War II. At present, a new series

is being prepared which when utilized in further studiles
could be subjected to more rigourous methods of
statistical investigation to yleld more meaningful

conclusions.
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eary
This chapter imvestigated the chamges in the imter-state wage

structure ond ensmined the mature of its differeatisl, Our sim wme
te supplement the fiadings resched ia the previocus chapter which
deslt with the imter-isdustry wags structure.

tn-tbymu&uofmupnmlnuyumup revealed
thet there hee boem very little chonges ia the ranks. This was shewa
by the high valuss of the rsak correlatiomn ceeficients for esch year.
Very little chedge ia venks is cbeerved between the high payisg
stases of Dembay sad Bihar and the lov peying states of m:f\i and
Ozices when sbeolute esruiags are eemsidered. Purther iavestigatioa
roveslfi thet sbeslute wage differemses between the highest sad the
lewast peyiag ststes heve widemed fer the emtire period. It ie
diffieult te dvev sy eomslusion eving te the fluctuations ia the
figures. e resched the comslusisa that there hae been & videainmg of the
iater-etate differences in weges.

A compurisen of the retes of grewth ia msuey wages ia esch state
revealed m:mx&m.umotmmmm:apu
zates of goswth. On the other hond the lesdimg imdustrisl states of
Benbay and Wst Dengal revealed similar vates of grewth and alee
conseded their positien te msuy other states.

It is eotreagly suggested thet the ressom fer the sbeelute dif-
ferences in wages betwsea the high paying and the lew payiamg states
is the' differences in isdustrial ecsmpesitiom of the stetes. While
this is se, the fast that the lew payimg states show rapid rates of growth
1ia vages is due te the diversified nature of the industrial expensioa

cherasteristic of the eatire peried.



As part of our study we examined the trend in wage differentials
in Bombay state for the period |950-1960, We found that wage differentials
have widened in this state and no appreciable narrowing had taken
place with respect to percentage differentials, Next it was shown
that even for the srme category of labor in the same industry,
there existed a wide range of regional difforencﬁp in the different
states.

The influence of wage fixing on an all India basis on inter-
state differentials can be considered in the case of specific industries.
There appears to be a tendency to fix wages by taking into consideration
the capacity of a pcrttcul;r industry in a specified regiom, and
paying the same wage to all the units of the industry in that region.
This might result in a compression of differentials within the region,
but it need not necessarily influence such a tencency between regions.
Moreover it was said that the tribunals had not clearly identified the
various skilled categories in fixing wages, and thereby appeared to have
failed to reduce wage disparities even among the lower categories of
workers,

Next it was showam that the influence of all-India wage fixing
by regulating the component of allowance including dearness allowance
to total earnings, im reducing inter-state differentials had not been

effective.



A detailed study of the chamge in real wages revealed that
exoept in the case of Assam, reel wages have increased im all the other
eleven states. Nowever, they do net appear to have imcreased umiformily
ia al] the states, imdiseting cemsiderable inter-state differemtial
in real wages, But this fimdiag 1s subject to the limitations
surrounding the use of the existing informatioca on consumer price

index oumbers and emphasises further studies ia this directiom.



CHAPTER 5

Issues Raised in the Formulation of a Wage Policy in India

This concluding chapter deals with the issues raised in
the formulation of a wage policy in India. We will first
recapitulate the main findings of this study. In the light of
this a review of the existing state of wage policy will follow
and the chapter will conclude with a discussion of the issues
raised in connection with its formulation for the development
of the country.

The period 1950 - 1960 was one of general economic expansion
during which incomes rose and industry expanded. An increase
in investmént in the industrial sector, and the income
originating from this, led to a rise in wages of the mine and
factory workers relative to other classes of workers. In the
case of factory workers, government wage policy played an
important role in raising wages, by introducing the principle
of protit sharing and the establishment of wage boards in the
ma jor industries.

Inter-industry wage ditferentials widened in both absolute
and percentage terms. In the high wage industries, favorable
product market conditions, profitability, and the requirement
of a higher proportion of skilled workers were cited as factors
which influenced the widening of wage differentials between these
and the low wage industries. Inter;state wage ditferentials also
widened in absolute terms, but seemed to be maintained in
percentage termsf The regional difference in the composition of

industries was cited as a factor for this widening. The
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maintenance of percentage differentials could to some extent
be explained by the diversification of industrial development
which was an important feature ot the period. Government waye
policy had not had an appreciable influence in reducing inter-
state wage differentials. A separate study of Bombay showed
that .wage differentials had widened in this leading industrial
state. Considerable difterences in wages, for the saﬁe
category of labor in different regions were noticed by a
reterence to a cross section data on occupational wages.

Considerable stability in ranking by wages was noticed
in the case of both the industries and the states. High
wage industries and states remained high and low wage industries
and states remained low throughout the period, with an
imperceptibly slow change in the ranking of these in the wage
heirarchy. This stability in ranking had a parallel in
studies made in the west, indicating that wage$ changes mav be
influenced by similar factors in both cases, even though
there may be differences as to the stages of economic growth and
the relative economic position of agriculture and industry in
the national economy.

The use of a different statistical series for presenting
the data for the last two years resulted in a discontinuity
in the figures, which was taken into account in our interpretations.

The unsatisfactory nature of the existing series of
consumer price index numbers, and the regional differences in
consumption habits, rendered a study of real wages at an all-

India level difficult for drawing meaningful conclusions.
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Subject to these limitations, it was found at the state level
that real wages had increased in all the states for the entire
period, except for Assam which showed a decline.

An attempt was made to study the relationship between
changes in wages, by adopting two different approaches. One
was to observe the effect of changes in the composition of
employment on the overall wage level, and the other to
examine the variation in wages and employment within each
industry. In the former case, it was found that the overall
level of wages had not been significantly influenced by a
movement of workers from low wage industries or states to high
wage ones. In the latter,changes in wages seemed to have
influenced changes in employment in the high wage as against the
low wage industries.

This study has distinguished between the level of wages and
its differential, in analyzing wage trends in a developing
economy. The various dimensions of the wage structure were
measured to make clear this distinction. We saw that while
the level of wages for workers in manufacturing might increase,
there would be considerable wage differences between industries
and states, with a tendency for the maintenance of these
differentials. This distinction is useful in focusing on the
achievements of existing wage policy, and in discussing the

issues raised by it, in the context of economic development.

Government Wage Policy and the Level of Wages

The govermment's earlier pronouncements on wage policy
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showed a deep concern for upgrading the economic position of

the factory worker, by assuring him a raise i{n his moaey wages.
The Industrial Truce Resolutionl recomiended the payment of

fair wages to labor, The government accepted this recomnendation
in their statement oa Industrial Policy fssued on 5th April

1948, Later, a Comumittee on Fair Wag:s; wvas set up, which
outlined three stages in the process of wage evolution, based
upon the needs of the worker and the employer's capacity to

pay.2 The committee viewed the "minioum wage' as an irreducible
amount considered necessary for the sustenance of the

worker and his family and for the preservation of hts efficiency
at work. The "Living Wage' was the ideal which would enable

the earner to provide for himself and his family not merely the
essentials of life, but also a measure of comfort, Between these
two limits lay the "Fair Wage', the floor for which was set

by the minimum wage, and the ceiling by the capacity of the
industry to pay. The vatio&. comni;teel and tribunals that

subsequently intervened in wage disputes were governed largely

1During the latter part of 1946 and through 1947
a series of strikes took place creating a severe
crisis in labor management relations in industry,
On the initiative of the government, a tripartite
Industrial Conference was held between 15th and
18th December 1947 between labor, management and
the governmment, which resulted in the truce
resolution.

2The Report of the Fair Wages Committee was published in
1949,
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by the concepts laid down by the Committee's report.

The question of setting up a statutory machinery for
fixing minimum wages was discussed at the fifth and the
sixth Labour Conferences held in 1943 and 1944, even before the
attainment of independence. After some deliberations, the
Minimum Wages Act was passed in 1948. Under this act,
minimum wages were to be fixed by the states in the "scheduled"
industries in which the condition of the worker was considered
deplorably bad tha* they were regarded as ''sweated trades'.
The actual implementation of the act has been beset with a
number of problems. To begin with, there was no general agreement
as to what constituted the minimm wage. After a long
delay, in 1957 the Indian Labour Conference, at its 15th session
recommended certain norms for revising the "minimum" concept
upwards. The resolution adopted by the Conference required
that the minimum wage should be ''mneed based", and a formula
to arrive at this was suggested.1

While the norms were being discussed, no effort haid
been taken t> comply with another provision of the Act which
required that minimum rates of wages shoull be fixed for all
""scheduled" employments, wherein the employment in the state

exceeded a thousaid. In 1948, when the Act was passed, no

— - - - .-

1The standaig working class family was taken as
three consu \fion units for one earner. Minimum
food requirement and clothing requirement were
also calculated. Fuel, lighting and other mis-
cellaneous {tens of expenditure was to constitute
20 per cent of the total niniwnum wage.
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state governmentg had detailed informition regarding the

strength of working popualatioas, the prevailing wage rates,

1

coaditions of work, etc., in th2 "schaduled" employment.
Tnat the situatioa in 1960 was no better is revealed by the
tollowving reference from a report on the working of th: Act
furnished by the Labour Bureau.

"information available in the Buareau indicates

thit noae of the State Governments so far coa-
daczted any comprehensive emplovment cens:s,

because of the expenditure involved and other
adninistrative diftriculties. As regirds collection
of employment statistics uader the Act, most of

the State Governments reported that despite
strenuous efforts oa the part of the Inspecting
staff, a majority of employer:; did not furnish
returns in Form ILlI prescribed for the purpose.

. . . No fixed time limit for submission of returns
existed in the State Rules made under the Act

an’l this was responsible to a preat extent for
noa-compliance by employers.'~-

The ~cukness in the administration ot the Act cited
Ssugeests that most employers may be ignoring the Act,
thereby continuing to keep wages in the so called '"sweated
« T
trades” ee a low level.
The developments in governmant wage policy relati[pngx
to the level of wages in the organized manufacturing industries

may now be considered. The genesis of this development goes

sovernment of Iun . Sbers e Report oa
the Working of ti M.niman A o oact, 1948

Diring the year 1969, Simla, 19637’6. 5. 1t is

to be noted that this report is tor the year 1960
in which the problem of data on wages and employ-
ment is referred to while the act came into force

twelve years earlier.

“1hid., p. 5-6.



back to the Industrial Truce Resolutioa thit we reterred to, and
the passing of the Indistrial Disputes Act in 1947. Under this Act,
Industrial Tribunals were set up, which had the power to
render judgements on wage disputes. A number of awards have
been given by these tribunals, and these mostly relate to
the fisation of minimum wages.l Besides this, there were
various comnittees, the Ceatral Pay Commission (1946), th-
U. P, Labour Enquiry Committee (1949) and the Fair Wages
Comnittee (1949) which we already mentioned. A feature of
this developament was that each body developed its own
principles for the day to day fixation of wages which slowly
became the thinking pattern of unionists, businessm2n and
government officials, on immediate questions of wage fixation.
The coacern ot the govermment was mostly to minimize
occurences of lockouts and strikes when these ensued as a
coasequence of a wage dispute. For about a decade, the
content of wage policy could be described as a body of
principles dealing with the immediate problems of securing
a tair deal for the worker, and promoting harmony in
industrial relations which was being greatly distrubed by
the wage issue,

In receat years, the setting up of ad hoc wage boards
for particular industries has been an important developrent in
the field of wage regulation, as part of the labor policy

pursued by the government. This system was prompted by gz

IFor a detailed analysis of the various awards
s2e Labour Bureau, '"Principles of Wage Fixation",
Indian Labour Gazette, Vol. XV, No, 8, Feb. 1958,
PP. 733-52. This analysis carries forward an
earlier analysis madz2 for the period 1939-50

by the Bureau's publication Industrial Awards in
India - An Analysis published in 1952,
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a desire for a more balanced decision in a wage dispute.
A tripartite wage board, it is said, is

"likely to make more balanced decisions on

matters of wage fixation and regulation

than an industrial tribural, as its re-

comrendations are in the nacure of agreed

decisions of the representatives of

employers and workers reached with the

help of an economist aad a jurist who

sift the data collected and analysed

by the secretariat with meticulous care."l
In getting up wage boards, the emphasis is on settling wage
disputes by mutual negotiations, mediation and voluntary
arbitration. Failing this, recourse to adjudciation is
recomnended as a last resort. Clearly, the institutional
framework for granting wage increases is beinz shaped by
three instead of the two parties, labor and management.
The third party is the government, which over the years
has been playing an increasing role in granting wage
increases, and which both labor and minagement have
recognized as part of the industrial relations system. The
introduction @f the principle of profit sharing is yet another
development of wage policy which has led to the regulation
of the payment of bonus, now a growing component of the
worker's total earnings. These developments, shaping the
coatent and course of wage ploicy, logically focus on oae

main objective, that of raising the level of wages of the

factory worker, where such a raise was felt necessary, in

lR.K. Malviya, "Reflections on Wage Boards'", Indian Labour

Journal, Vol. V, No. 9, September 1964, p. 728.
The writer, the Deputy Minister for Labour and Employment,
reflects the official view.
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the interest of social justice.

Wage Level and Wage Differential

During the early days after the attainment of independence,
the immediate concern of the government was to prevent industrial
unrest in the form of strikes or sometimes lock-outs, resulting
from wage disputes which led to a halt in industrial production.
Hence wage policy has been almost exclusively concerned
with reguleting wage rates in individual industries, by
intervening in wage disputes and for the moet part laying
down some principles relating to the day to day fixation of
wages. This has led to frequent revision of scales of pay,
which is amply borne out by the various awards handed down
by Industrial Tribunals all over the country. The level of
wages has been influenced in an upward direction, with either
the basic pay or the dearness allowance increasing over the
years as was shown earlier in this study.

After 1950, when the government assumed a definite
commitment for putting through a planned program of economic
development, a policy of wage restraint began to engage |
its attention. The concern of the First Plan as it related
to wvages, was mainly with inflation. There is a general
call for wage restraint and the diversiou of money from
expenditure to saving. Along with this, it was felt
desirable to control profits. As the Plan points out,

"On the side of wages, any upward movement, at this
juncture will further jeopardise the economic stability
of the country if it is reflected (e
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in costs of pruduction and consequently raises the
price of the product, For workers tov, sich gains
will prove illusory because in ull likelihood they
will soon be cancelled by a rise in the general
price level, and in the loag run the volume o€
emplovment may be adversely attected, Such an
increase in wages should, therefore be avoided.
Workers can be expected to agrec to such a

course only if restrictions are also placed oa

the distribution of protits.”

Thus, the earlier Jdevelupments in wage policy was concern-d
with upgrading the ecoaomic position ¢ the wock=r in the
interest of sooial justice, and later, the claims for
economic developnent led o a revision of this attitude in
th: interest of promoting savings, capital formation and
growth, The official view hay been stated as follows:

"A wage policy to ta:ilitate growth has both its

economiz and social implications, From the purely

e vaxic point of view, it has to avoid exerting

inflationary pressures or pressures on balance of

pavm-nts, promote productivity and facilitate

gvings aad capital formation, On the social sida,

it mist move in the direction of securing a

rediaction of inegualities in income anl wealth

aand a more cven distributioa >f the national

prmlunt,"z
The above statement shows a concern for both the level of
wages and its ditferential, Tha former has to be restrained
now in the interest of ecouardm‘c development, while the latter
to be gradaally reduced in the interest of soéial jastice,
The evaluation of this stand, trou an econon’: point of view,

is made complicated by a Yost of coatlicting factors - economic,

sowial, aad politic 1 - which in turn acve cited as <claining

Government ot India, Plinning Commission, The VFirst Five

2. : . C .
Goverwnent of India, Ministry of Labouar and Zmplovmeat,
Som: Papers on Wape Policy, 1957, p. 4.
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the attention of wige policy., With resaed to the level
ot wages, a careful realinz o' the provisions relating to
wave control in the First Yive Year Plan, reveals that
thev do not specify what wages have to be controlled. A
weneral call for control of wies, without identifying
what wavyes have to be coatrolled, o- spesitving the nature
and 4cope oY sich control, or indicating the xind of
machinery to catoree it, cay hardly be takea seriouasly,
But the settin: up of industrial tribunals, wige boards,
and the fixing of minimun wause« have showm that the
governnent 's role in raising wvazes is more evident than
its role in policing 1 pHrlicv vf wiage restraint,

The impact of goveriment wauge policy on wage
difiereatials is evea less —l-rar., We 51w earlier in
this stuldy that there existed consilerable differences
iu vawes, evea tor the same category ot labor in the same
intustryv, The tailure oa the part of wage fixing authorities
to identify clearly the various skills involved Jhen tixinge
wayes, wig pointed ouat as ax importaat consideration influ-
encing the eftect o such {iqinqu;JJitferentials. The 1, L, O,
tean 0 Produactivity Experts who came to India in 1952-54
telt that 49 per cent of the pav roll in Imdian plants had
becen sstablished by awards of indistrial courts without

. . : 1
th: aid of work measuremeat ov joh cevalnation,

Liovermment ot India, Ministry ot Labor and Emplovment,
Some Papars on Wage Pulicy, New Delni, 1957, p. 3.
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While there has been a policy on ware difterentials to

be worked out according to the deyrec o1 skill required, the
strain involved, and the me:ntal and phvsical requirements
tor doing the work, the entorcement o: this policy has been
. )

wir to the extent that 1t has nol heen bised oa work

measurement of job evaluation.

Surplus Labor anl the Wage Level

The level of waes has figured in discussions amony
developaent economists who have evauiaed its positioa rrom 1
theoretical standpoint, There have been sone interesting
specualtioas about the level ot wiges in the industrial sector,
and ot hows it behaves as the econoav bezins to develop.

The notioa ot unlimited supplies of labor in an overpopulated
underdeveloped countrv, characterized by a larype agricultural
sector anl o relatively small industrial sector, semems to be
at the heart ot the speculation in this rcsp-:ct.1 The miin
coatention -t this approach is to stress the constancy of
wave rates in the industrial sector, in the fave of a
perfe.tly elastic supply ot labor to this sector during the
ecarly stages of developaznt. The -vplanatioa does not

however take into account the possibility of coatrary trends

1. Jonn FPel and Justav ftanig, eval mrent f tne labor

D¢

Surping Seonomy,

p. Cit. p. 240 f£f, ST T
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in wages In particulJf industrics or resions, or 0a an
cven wore disaggregated level. The problem of scarcity of
skilled labor that many underdeveloped comtries experience,
and what etfect this might have oa waves, hias not been
fully dealt with in the explanation,

he theory miinly stresses the role played by an
abandance ot labor in keeping wapes low in vverpopulated
countries like India, during the early stapges of their
developaent., Clearly, as the cconovay develops, there would
be situations in which there would be an excess of labor
supply in relatioa to iewmand in on: avea or for one industry,
keeping wages low in that case, or scarcity of labor - part-
icularly skilled labor - in another area or for another
industry, leading to an increase in wages. These
situations, iuiluencing the forces of supply ani demand for
labor, will help both to keep wages down and also to push it
up. Therefore, from *he point of view >f wagze policy, a distinction
mist be made between

(4) factors that might contribute tu a general depressing
ol the level ot wages, and

(b) factors that might exert an upward pressure on the level
of wages in particular industries and regions, axd
Jinalle,

(¢) both the above st of tactors influencing wage di[ferentials.1

See Subbiah Kannappan,Wage Policy in Economic Development',
Economic Weekly, Vol. XV1, No. 5,7,9, Annual Nunber, Feb. 19064,
p. 291. This reference has served to develop the distinctions
mide here.
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In India, the level ol waves mizht be depressed in
industries which primarily eimplov less skilled labor. Tnis
fact needs further fnvestigation along the lines of the
studv undertaken here. A distinction can be miade between
industries which deal with 1cod and kindered prolducts
like rice milling, vepctable oils and truits and vegetable
canning, where mostly somi-skilled and unskilled workers
are emploved, and the indastries like iron and steel, sewing
michines and electric t.ns, enploving relatively more skilled
workers., Besides these, in the case of the smaller industries
emploving, fewer workers, not coasidered in this study, wages
could be depressed in the tace € an cxcess supply ot
labor.

The tastors that mipht exert an upward pressure on the
level of wawves were consddere! earlier in this study. Gencral
vceonomic expunsion, characterized by increased investment,
wis cited in the case of factories and mines, as intluencing
1 an upward direction the level ow wazes in these soectors,
Th: role of yovernnent policy in revising wages upward, was
arother independent power force cited as contributing to
the incresse {n the level ot wagc; in the case of factory
workers, Favorable product muarket coaditions, in the tace
of an increase in demand for varioasy tvpes ar goods, in a
puriod of general economic expansion, was supwvested as a

tactor enabling managemoents to grant waue increases.

From a theoretical standpoint, it miy be argued

thit wage differentials between skilled and unskilled labor
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would be wide, during the early stages of economic development.

There would be an increasing demand for particular types of
skills, and in the short run, skilled labor would be scarce
and commend a premium. Once development gets underway,
and as training facilities are increased, there would be a
gradual diminution of unskilled labor, As different types
of skills are developed, and the training gap between the
skilled and the unskilled are bridged, wage differentials
between the two would tend to narrow. One writer argues
that between 1907 and 1947, the percentage differential
based on skill declined in the United States. Examining
data on wage differentials between journeymen, labourers
and helpers in the building trades, he gives the following
reasons for this narrowing: rise of an educated working
class; shift in emphasis from academic to vocational
training; modern trends in vocational training, and
educational equality in both lexn-.l This study and others
like it have related the narrowing of wage differentials
to economic development.

There is an impression however, that wage differentials

are wide in underdeveloped countries. The phenomenss merits

1Earl E. Muntz, "the Decline of Wage Défferentials based on Skill
in the United States", International Labour Review, Vol. LXXI,
No. 6, June 1955, pp. 577-580.
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further study, which should attempt to relate wage differ-
entials, particulary those with respect to skilled labor,
with the stage of development in an underdeveloped
country., For inafance, Turner points out that the spread
of wages in underdeveloped countries can be attributed
to wider skill differentials of labor market circumstances.
He has not studied the problem in sufficient depth to come
up with an explanation, but points out, "It is hard to
see why differentials should go on widening - as it probably
hn:Aln bqth Africa and Latin America - in the face of
substantial and growing unemployment:?"1

The foregoing remarks on skilled labor and wage
differentials bring us to another important point in con-
nection with the formulation of a wage policy appropriate
for development. Wage policy in India has not paid
attention to the role of wage differentials in economic
development. One way of stressing this role is shown as
follows.

"An examination of wage differentials in under-

developed countries {s ome important way of

focusing on relative jupply scarcities for

various categories of labor at an early stage

of development ,»-A critical evaluation of

existing differentials could have several

policy imphications of an immediate and

direct nature. They may serve as guides
to government sponsored wage-fixing machinery.

lﬂ. A, Turner, Wage Trends, Wage Policies, and Collective

Bargaining: The Problems for Underdeveloped Countries,

University of Cambridge, Occasional Papers, No. 6,
Cambridge University Press, 1965, p. 17.
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They could identify bottlenecks, or arveas where
labor market functions poorly, which public actioan
could attempt to remedy. To th:e extent that
money wage costs are imporrtant in allocating
investment funds, sectoral or regional wage
differentials for comparable labor categories
may be an importaat determinant. If a part-
icular labor mobility pattern is desired, it
could help us to letermine to what extent the
"manipulation'" of waue ditferentials is lik:lv
to be effective."l

The incorportajon of these various policy 1 plications within
the scope of the existing wa.;= policy in India would alter it
substantially so that it would be yeared to the development
needs of the country. The success of some of the
implications like the '"maiipulation” of wage differentials
anl remedyiggﬂthe poor functioning of labor market responses
by public action, dépend heavilv on overcoming the various
impederents to labor mobility. This brinus us directly

to the point councerning the relationship between wages

ainv! eroloyient, which was investiveted in this stuly.

. Varfation in Waues and Fmployment

We showed 1in this study that the overall level of
wa es had not increascd sipni!icantly by the movem:nt of
labor (wea low vwaje te hWipgh ware inlustries., For sich a
moverment to occur, we should presuppose a certain amount
0ol labor mobility, and grant that the worker is fully

aware of the alternative opporturitiss for higher earnings

1subbiah Kannappan, A Stuly of Waze Differentials in Iniia,

unpublished maiuscript, University of Washington, 19090, p.
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that are available to him.l Tt imperfections exist in the
smooth functioning of labor mdarket responses, the task of
manipulating wages to secure a lesirable pattern of mobility
is rendered difficult,

In India, it 18 rairly clear from available evidence
that imperfections exist in tl.e tunctioaing of the labor
macxet, in the s:nse that workers are not awdre ot the
alternative joh opportunities, ;iven th: fact that in 2a
perind of rapid industrial expansion, the relative super-
fority ot industrial work opportunities over othaer types ot
work exists. There are also other imperfections that
could be cited. The existcnce of non-competing groups,
wvhich cmerge on the basis of lanvuage, provincial, caste
an! other barriers, and particularly personal influence,
prevents labor mobflity. However, these imperfections
caract realily be distingnished and Jo nst pertain
specitically to Jdifteremt sectors o! the ecoaomy. As one
writer observes:

'"Mexico, India, and most other developing

countries have their labor market imper-

tections interlaced in crwuplex patterns,

rather than as mere dual markets - one

for small, low payine traditional work-

shops, the other for maxiern, hixzhewape

factories. licre is a whole rainbow 0!

pracations, each hue distinct ani vet

merging with othiers, The constraints
of paternalism, 'or excuple, varv in

Y5ee for instance, Koji Taira, "wage Differentials in
Developiny Countries', International Labour Review, Vol. 93,
No., 2, Feh., 19¢H, pp. 231-301, The author cites the lack
ot knowledge of alternative job opportunities as an
imperfection in the labor market,
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strenyth with the size of the firm,

the +ind of community, and th- cth?ic origin

and iliosyncrasies or the owners.'

The imper‘actions in the labor marxet and the difficulty of
distine ishing them are major challenyges in the formulation
of a .aye policy which attempts to take cognizance of the

r .o o! wage difierentials in economic development,

The toregoiny remarks on wase ditferentials have a
Learin.g onoone important contribution to-the literature that
verticularly relates to developing cc@nomivq. Thisg has to
.0 with efforts to secure a 'comitted supply of labor'
Juzing their early phose of industrializatioa., As yet, this
concept Af commitment is relsatively new and has only

i
.

neen re ontly subjected to serious economic analysis Its

co "ne oan the ferualation of a wape policy appropriate for

3

“evelopit erimomics  lies in its re;oyniging the economic
mpl.ation ot structuring an industrial labor force.
«iere cudts ave involved in doineg this, thev will be

retlecvel as labor costs, and will be relevant for wage

policy., In & rigoro:s scnse the supplv of and demand for
/

coartitted labor 1s considered wWwhen it {s said
"A structured labor feorce will be viewed uﬁ an

. "
economic yod whese 'production' is deter-
mined by the interaction of the torces

1 :
Paul V. Strasswann, Labor Ma

<
1

Department of Lronomics, Michipan State University, pp.

S
“Subbiah Kannappan, "The lconomics of Structuring an

riet Iwperfections, mimeograph,
)]

10-11.

Industrial Labour Forve: Som: Raflections on the Commitmont

Problem'", British Journal o:f Industrial Relations, Nov.

p2. 379-404,

1966,



underlying its supply and demand. 1In other

worde, a structured labor force will develop

only to the extent that costs of this

development are matched by the resultant

benefits."l
The problem of structuring an industrial labor force has
been given very l‘ttlc attention in wage policies in
underdeveloped countries, and in India its economic
significance has hardly been rgalized by those who
are charged with the responsibility of formulating wage
policy. For instance, it is repotteg.that in certain
parts of Africa, the migrant labor system is a wasteful
way of using labor, and involves heavy social costs. @
It is said thet the costs of stabilization at the place
of employment, in order to build a more experienced and
productive labor force, increases as the demand for
migrants outpaces its supply. But the migrants look upon
industrial employment only as a temporary ouilet for
earning some quick return, and this leads to an increase
in the costs of ltabilizatioﬂ¥

In India, wage policy has not attempted to work into

the principles of wage fixation, the criteria for public action

to shere the costs of stabilization of the work forces. Such

1 1b4d., p. 380.

2 "Inter-racial Wage Structure in Certain Parts of Africa",
International Labour Review, Vol. LXXVIII, No. 1, Jul.
1958, pp. 54-55.
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criteria should be explicitely defined in attempts to regulate
wage differentials in the face of the high rates of absenteeism
noted in induatrtoo.l Once we realize the idea that there is a
cost involved in securing a committed work force, its bearing

on wage policy with respect to differentials is fairly clear.

We may examine this as follows. The securing of a committed

work force involves other costs besides wage costs.

These reln;c to costs of providing adequate housing, safe

and healthy conditions within the work place, provision

of transport facilities, recreation and canteen facilities.

These contribute to the efficiency of the work force as well

as to its stabilization at the place of employment. To the

extent these costs asre borne by the employer, they may be
congidered as costs of stabilization and must be taken into
account in wege fixing decisions. The policy on wage differentials
as outlined in the Second Five Year Plan was mainly based on

the type of work performed, sand did not provide for a
consideration of the above non-wage costs as being incurred. This
would tend to diminish considerably the incentive to incur such
costs. The congequence of this in terma of structuring an industrial

labor force cam be sasily seen.

1Thct there ie need to tackle this problem can be realized by the

fact that absenteeism is very high in industries in India. For

some figures in this respect see, Government of India, Labour Bureau,
Indian Labour Statigtics 1961, p. 151. For a more detailed account

of the poeition of absenteeism in the pre-depression (1930) period
compared to the position in 1962 see, Subbiah Kammappan, Labor Force
Commitment in Early Stages of Industrialization, unpublished mimeo-
graphed menuscript, Dept. of Ecomomics and the S hool of Labor and
Industrial Relations, Michigan State University, Appendix IV, pp. 58-60.
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We have dealt with the various issues raised by wage
policy in Indie and distinguished between the level of wages
and its differentials. The problem of relating their behavior
to the stags of a country's economic development has a
number of implications for wage policy, especially in the
context of development planning. They would not omly
reflect the influence of govermment pelicy and market
characteristics, but in an important way, reveal imperfections
in the distribution of skilled labor between industries and
regioms. From a development standpoint, such distribution
assumss impowtance in building a productive and _ntabie
work force in the interest of increasing productiom. Our
study has shewn the need te focus further on more specific
research questions. The forces contributing to an increase
in the leval of wages even at an early stage of development,
the widening of differentials, and the stability of the
wage structure lead to a serious recomsideration of
existing notions cemcerning the behaviomr of wages in
labor curpvl.uu economies. The specific research questions
would deal with an examination of training facilities, the
changes iﬁ the skill cemposition of the labor force and the
tﬁpply of and the demand for skilled labor im specific
industries and regions, with a view to study their
coadined impact on wage levels and differentials in the different

occupaticas. An examinatien of labor market imperfections, and
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specific case studies on migrant labor, and patterns of
labor mobility would constitute additional enquiries helping

to strengthen the empirical basis of such research.
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Appundix

This study involved the construction of indexes of money and real
wases and ewmployment for factory workers in manufacturing industries.
Indexes ol {ixed capital per worker had also to be constructed in the
cas. of the inter-industry wage structure. For deriving the indexes of
real waces, working class consuner price indexes were also computed,

Scurces Data from the Census of Manutactures and the Annual Sur-
vey Ot Industrirsl were uscd Lo construct the indexes of money wages,
enplovoent aond fixed capital per worner, Woerking class consumer price

(ndesien which were used to deflate the index of money wages to derive
the indexes of real wapes, were conputed on the basis of the ftigures
revcorted in the indian Labour Journal and the Statistical Abstract of
o
the Indran Union. For reasons of ditforences in classification and
coveraze between tie Census and the Survev, to be explained below, 26
ingqustrics and twelve states were ciosen in all in making the study.
Tie Censea ot Manutactures reported data for 29 industries. Out
f tids weneral engineering; Aluminum, brass and copper; and edible
by lrosenated oils had to be outtted, The first two were omitted be-
cause the Survey did not report data under these headings, but intro-
cducrd changes in their classification which could not be related to the

Census. Data sor edible hvdrogenated oils were not available for the

vase year and hence they could nct be included, This jed to a total of

l. Gorernment ot India, Central Statistical Organization, Report on the
Censns of Manufactures, New Delhi, Vols. Vo te XILIL.

2o Lovermaent of India, Central Statistical Orpanication, Annual Survey
2t Ladustries, 1959 & 1960,  he Annnal Survey of Industrics 1959 was
net available in the United States, A microfiilm of the Survey was ob-
tained throuch the Internaticnal Docurientat ion Centre at New Delhi.

2. Goverurent of India, Labour Bureau, The Indian Labour Journal, Vol 11,
No.o 10, Dec. 1901, pp. 1290-01,

Geverument of India, Labour Rurcau, [ndian Labour Journal, Vol II,
June 1961, NO, 6, p. 577.

Government of India, Central Statistical Organization, Statistical Ab-
gtract of the Indian Union, 1957-5%, ». 9 and 1961, p. 241,

‘
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26 industries as stated above. The choice of the twelve states was dic-
tated by the fact that only in the case of these, both money wage data
and the consumer price index numbers were available in the United States,
for deriving the indexes of real wages.

The Choice of the Base Year. There were two reasons for choosing 1950 as

the base year. The period 1950 - 1960 featured an accelerated rate of
industrial expansion and was particularly unique for analyzing wage trends.
Specifically, in the field of industrial development this period was char-
acterized by (a) rapid expansion of firms in the existing industries, (b)
growth of new firms in the existing industries and (c¢) growth of new in-
dustries., Secondly a change in the industrial classification was intro-
duced in 1950 for the reporting of data on wages and employment thereafter.

Methods followed in constructing the indexes. The idea was to present an

industry and a state series of indexes for the purpose of comparing the
trends in the two cases. These were done as follows.

Index of Money Wazes. The amount of annual salaries, wages and benefits
reported as received by workers was divided by the average number of work-
ers reported as employed to arrive at the average annual earnings. The
resulting figure for each year was indexed with base 1950,

Index of Real Wages. Working class consumer price index numbers relating

to different centers in twelve states were available as follows: Andhra,
Assam, Bihar, B.mbav, Delhi, Madhya Pradesh, Madras, Orissa, Punjab, Ra-
jasthan, Uttar Pradesh and West Bengal. For each state, the centerwise
indexes were combined using the population of the center, as reported in
the 1951 Census, as weights to arrive at a weighted index for the state
as a whole, This was used to deflate the index of money wages for deriv-
ing the index of real wages for each state.

In the case of the industries, the above procedure could not be
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followed for the following reason, The (MI and ASI in reporting the data
from vear tu year, bracket two or more states tor any one industry. A
detailed examination of them revealed that in the case of all industries
except cotton textile, chemicals, and iron and steel, the practice of
bracketing had frequently been adopt(d. Therefore all India working
class consumer price index numbers had to be used to deflate the index

of money wages to Jderive the index of real wawses tor the industry series.

Index of Employvment.,  The sources report the number of persons employed

for ecach vear as f llows. The average nunber of workers employed by each
factory, on days m which manufacturin, operations werc carried on in the
factory, is c¢o  uted by adding the number of persons cmployed on all these

days and di - agiug by the nmmber of days. ‘these averapes are apgregated

for all ctories in the state or industry as the case may be, and the
ar te s taben as the tumber of nerscons i ployed in the state or in-
e Ly, res,ectively,  Thie Tisure was indesed with base 1950,

clor ot ¥ Capital per Worker,  The amount of annual fixed capital en-

adreported was dividad by the number of worke. s employed to arrive

1o averaye of fixed capital per worker, This fi ure was indexed with

Wed ot np Lor the Overall [ndewes.  The overall index s of money wages,
AR SCE RS ' i

roal o waces, omployment and tiked capital per worker in the case of the in-
dustricos, as woll as in the ¢rse ot the states, have beoa weishted by the
reported ni-her of workers caploved,

Adjusta e for 1959 and 1900, I 195% the Coasus ot Manu: wctures was re-

place i o+ the Annual Survey ot lndustries, This resulted {0 ditferences
withh res;ect to coverage of indastrics ard states; and diftfervaces with
respect to coverayge of factories, We may Jdeal with the adjustmonts posed

by thesce differences in that order,
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Industry Serieg. The Annual Survey for 1959 contained 250 industries, and
for 196Q, 227 industries, compared to the 29 industries reported in the
Census. The industries in the Survey included those covered by the Census,
with certain changes in their classification, From the Survey, the 26 in-
dustries which corresponded with those of the Census were alone taken. In
the case of glass and glassware, iron and steel - smelting (including fur-
nace operations), rolling and re-rolling, ceramics, paper and paper board
(including straw board), and chemicals (including drugs and pharmaceutie
cals), the Survey introduced certain changes in their classification., For
glass, the data related to sheet and plate glass, hollow ware, miscellane-
ous ware, laboratory ware and optical glass. For iron and steel, the clas-
sifications were iron and steel, castings and forging, structurals, fer-
ro alloys, and iron and steel pipea. Fop ceramics, it related to china
ware and pottery, sanitary ware, white ware, and insulators. The classifi-
cations for paper were writing paper, printing and wrapping, paper board
and straw board, hard board including fibre board and chip board. In the
case of chemicals there were organie and inorganic chemicals, perfumes,
cosmetics and other toilet preparations, and drug and pharmaceuticals.
These clagsifications were retained for 1959 and 1960.

The data in both the Census and the Survey were reported by state
breakdowns, The Survey reported data for Gujarat, Tirupura, Jammu and
Kashmir and Andaman and Nicobar Islands in addition to the states report-
ed by the Census, Hence for each of the 26 industries the data relating
to the above states were omitted,

State Series. Data relating to the 26 industries were first broken down

by 12 states for 1959 and 1960, In each industry those states included
up to 1958 were included. The data for each state was then arrived at

by adding the data from the industries for that state.
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Overall Employment for States. The exclusion of general engineering, alumi-
num, brass and copper for 1959 and 1960 would impart a downward bias in the
case of the state total since the aggregate figures for the states up to
1958 included these industries. The 1958 employment in these industries

for the twelve states was included for these two years together with the
employment in basic chemicals, paper for packaging and breweries for which
no state breakdowns were reported in the Annual Survey.,

Difference in the Coverage of Factories. Besides the above adjustment,

another type of adjustment was necessitated owing to a difference in the
coverage of factories between the Census and the Survey. The Census cov-
ered registered factories with power in industries employing 20 or more
workers, The Survey covered registered factories with power employing 50
or more and factories withoug power employing 100 or more. Thus it left
out the smaller factories employing between 20 and 49 workers and using
power.l It was decided to appraise the significance in terms of employ-
ment, capital, output and value added of the factories left out by the
Survey, Since there was no source in the United States that could reveal
this, a letter was addressed to the Indian Statistical Institute in Cal-
cutta which shared the responsibility for the tabulation and publication
of the results of the Survey with the Central Statistical Organization at
Delhi. It was 1uurned2 that factories covered by the Survey cameunder the

Census sector and those left out by it under the Sample sector of the A,S.L,

1. Data for non powered factories are not separately provided by the Sur-
vey. It is assumed that there would not be many factories employing
100 or nmore workers without using some kind of power.

2. The information and the table that folluws were taken from a paper ob-
tained from the Institute., India, Cabinet Secretariat, Department of
Statistics, Central Statistical Organisation, (Indian Statistics Wing),
Estimate of Total Capital, Employment, and Qutput in Manufacturing In-
dustry (1959 and 1960), Paper No., 24-CDN (31)/63, Calcutta. (mimeographed),
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The former was completely enumerated while the latter was covered on

the basis of probability sample. The following table shows the relative

position of the two sectors. Table 33

National Structure of ita oyment, Output and Value Added for Census
ector Factories, 1959 and 1960
Item nsus Sector Sample Sector

1959 1960 1959 1960

(1) (2) 3) (4)

No. of registered factories (7) 22,9 21.5 77.1 78.5
Productive Capital (%) 85.9 87.8 14.1 12.2
Productive Capital per factory (Rs.'000) 2112.8 2382.9 98.9 87.2
Persons employed (%) ' 80.4 79.7 19.6 20.3
 Employment per factory (No) 349.0 346.0 24,0 23.0
Gross Output (%) 79.1 80.5 20.9 19.5
Out put per factory (Rs. '000) 3273.0 3754.5 248.1 240,7
Value added (%) 84.8 84.9 15.2 15.1
.‘Value added per factory (Rs. '000) 922.9 1030.1 47.0 48,1

Source: India (Republic), Cabinet Secretarit, Dept, of Statistics, Central
Statistical Organisation, (Industrial Statistics Wing), Estimate of
Total Capital, Employment, and Output in Manufacturing Industry
(1959 and 1960), Paper No, 24-CDN (31/63, Calcutta, p.v. The fig=-
ures furnished above have been assembled from 2 tables, given on
the page.

The table shows that the national structure of employment, output,
industrial capital and value added rests very largely on the significant
shares of the Census sector factories., As to the problem of adjusting for
the smaller factories, it was felt necessary to do so only for the computa=-
tion vf the employment index, In the case of the other two indexes, Viz,
money wages and fixed capital per worker, the omission of the smaller fac-
tories, whose share is not very significant any way, would affect both the
numerator and the denuminator equally., At the same time it will not dis-
tort very much the representative character of the indexes., But in the

case of employment, the exclusion of the smaller factories would lead to
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an understatement of the extent of its change for 1959 and 1960, Hence an
ad justment was made to the index of employment. It may be seen from the
above table that in 1959,.the sample sector factories employed 19.6 per
cent of the workers., This related to factories employing from 10 to 49
workers., It was assumed that factories employing upwards of 10 workers
with power could be taken as coming under the sample sector. On this ba-
sis, factories employing upwards of 20 but below 49 workers with power
would constitute 14.7 per cent of the employment.1 This percentage was
arrived at by apportioning equal shares in terms of percentage covered at
intervals of 10. Since the Survey covered 80.4 per cent of employment,

the employment in each industry and state for 1959 was multiplied by the

At::::?l. 18 (95.1/80.4) and this resulting figure was used to compute the

index of employment. For 1960 the fadefeturned out to be Lul9.

Andhra. A word flnnliy must be mentioned about the indexes relating to
Andhra. The state came into existence only in 1953. Until then the Cen-
sus of Manufactures reported a combined total for Madras and Andhra. So
up to 1953, separate figures were computed for Andhra by dividing the total
of the two states proportionately, the ratio used being the average of the
ratios for the years 1953 and 1954, which turned out to be almost comstant.

Limitations of the Data. By way of concluding this note, it must be em-

phasized strongly that the data from the Census of Manufactures and the
Annual Survey of Industries suffers from the lack of a uniform coverage.
The ad justments have been made by taking into account the difficulty of

obtaining data otherwise and without doing violence to the representative

l. The paper obtained from the Indian Statistical Institute did not speci-
fy the kind of factories covered by probability sample except to say
that they were smaller in size. It is assumed therefore that these
should employ at least 10 workers or more with power.
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wdexes constructed, in as best a manner

vicwed hoaring in mind this limitation,
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