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INTRODUO!ION 

1.1 EimRGENCE OF THE . WAGE SYSTEM 

._ere will be few to dent that in deaJ.ing with the 
i 

wages question one .iS dealillg' v4 th something that _is very 

1ntilna.tely.rela.ted t{) the conditions of. our modern economic 

system. end that the prob1.ett1S which one meets derive ~heir 

essential shape trom the spec1a1 fea:tures and institutions 

of that system; for e:xample, frbm the form in which 

property is owned and 1 ts distribltion and from the nature 

of production. and the division ~f labour. If we examine 

the features lihich distinguish ..-ages as ther are paid toclaJ 
., 

from other wqs in Which work ib times past was performed 

and pa.1d for 1 end seek to define the character of the 
I . 

present wage ·sy-stem in these tej:'ms1 we shall see that some 

fundamental distinctions exist •hich give a unique Character 

to the actual. PrQbl ems with whtch the modern indus tri.al 

system is faced. One 1tnportant respect in lfhich they 

differ is 1n the di:t'.fering de~ee of eoonomic tr~edom 

enjoyed by the worker• . this 1n turn dependil:lg on the rela• 
I 

tionehip in which he stands to ,economic propert7 • either 

owning it., or not owning it, or himselt being regarded as 

property .in the possession of a master. It is the form 
' ' 

· ~ich' property rights take which determines the form of 
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relationship between men-between social groups or classes. 

Under both slavery' and serfdom the freedom of the worker 

1s Ql.osely circumscribed by laWJ bl.t under the w~e s7stem 

the worker is- bO'Ulld by no such legal. ties • . 
fhts view; however, 1s n crt the Whole of the tnatter, 

and on examination turns out to be so o~e sid-ed a picture 
' . 

as to contrast in some respects grotesquely with. real.1tJ• 

In the actual wage system of modern industrial civilization 

tJ:+e choice of the labourer haa been drastically curtailed. 

~e liniitat101l of choice, .it is true, 1s no longer a 
I • ' • 0 • 

legal.limite:tion as o:t ·oid; it is an economic litDitat1on 

which 1s as effective of its ld.l\d as the J.egal pompulsions 

which it has supplanted• This limitation ·COnsists 1n the 
. ' 

fact that. 1n the conditions of anodern oe.pit.aJ.tem, the 

labourer is a ·member of $ propel't7ieas class; a fact which 

· narrows his freed·om ot choice and c~mes it to those 

means of livelihood which do not require_ the possessiou of 
' -

any land or capital. In other ltOrds; tt Qonf.mes hS.S · 

ch:oioe as ~ rule"· to h:lrillg out the labout- ·of his hands 

tor a wt~se. 

One ·can a.ocot:dingl.y S&Jt that in everJ· case· tn histoey 

where a -~e srstem.has appeared, the rise of this srstem . 
seems to have been preceded b1 the_ removal of l.e~al restri-

ctions wh~ch bind the worker to a particular master and 

the growth of a prope:rtyl.ess cl.$3s, or a proletariat1 



Wil:liU.g.tQ,hil'e ~~seU for wages beqausce ~t h~ \no ,.~ter~. 

native livelih()od. 

!he second de~lopment pa,rticul.arlr occurred in a 

variety' of wq.$•; Partly it occurred. through the natural. 
. " -· ' ... 

growth at popUlation, in excess 9f the n\Ulbers that could 

be accoml8Qd.ated on the landJ and e:xiat!ng l.attd• bec~mi.ng 

scarce 1n re1ation to the demand for it, acq~red a 

oonsiderable.'valu~ in the hands of itE.J ~ezoe and gl:ew 

to be onl.7 obtainabl-e at a price. !her~ deveJ.oped .a 

propertyless class as a. resUlt of th$ pl'ogressiV'e im.pover• 
. _, .- . ' ' 

ishm~nt ·.of fl.. a.ection of th~ pea.aant~y by indebtness and 

the mortgaging of their land to tr.ad.ers and sttonEey" l~ders. 

As a tinal stage in 'the.., process C)Ge P<>lfer; machinery end 

factory proa.uot1on, ~thieh by competitio~ took aVlay the 
. . . , I 

11;velihood. ot the ha:ndloonp.weaver or b.and to~ maker, and 

forced all. except those Who. hai :t~e means to set up a 

:factory· themselves to Dd.gra.te to the towns and seek wage 

emp1open t;; · , 

' .. 
'1 • 2 WAGE THEORI:iS I A SURVEY 

c 

In treating wages, 1fe om either confine ourselves 

to the eauses, Which. operate an them generallj-, and en masseJ 

the la'Ws which govern the remUl'l;e:ration of ordinaz7 or 

a'Ve~flge labour; td.thou.t referen.ce to the eXisteme ot 
' . :. ': '' 

. ~ferent kinds of wot-k which are hab.1. tu.all.y paid e.t diff• 

e:rent rates, depending in some degree on d.it.ferent laws, 
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or ·we can tatte' ·~tQ cotisideration the quite Wide''differ- . 
. . . . . 

ences which ~re tou.na. both in wages per hour and per ' 
' .. 

,· L ~. 

piece. between different grades of workers,' and 'between 

cis.fferel1t districts and di:f'feren.t 1tidustr:i.es inside the 

Tradttion~ theories; of wages, mainly dial.:tng wi ih 

thEi first question have been of .a. fairly rigid kindt that 

is they have~=given a fairly simp1e and definite statement 

ot tl'ie fa•otors which ·determine the level af' wages. M<lst 

of ~hem ha.ve implied that the level (1f w~es cannot; save 

in' :rather ·exceptional cases, be permanently altered (at 

~eaet, .. ·without corresponding damage to wage-earners in 

some auch fortn as ·i.inemployment) by interf~ren.ce's with the 
. . - . . ' 

tree p~ai' ot ·economic fo~es in the labour market 1 whether 

th1s' interfereiice takes the "fora·. of trade union acti6n to 

comp'el exnployars to employ men ~~tt · a Qert.& standard wage 

oi' · of legislative action by the state· to impose a minimum 

From time to time criticism has been le-velled against 

such theories, on the ground that thf;ly neglec1; a ·number 
. . ' - " ' 

Of
1 
~orta.nt rela,ti9n-ships ( specially e. reflex~Wluence 

~ ' -~ .. ' - . . . . . 
of the wage J.eve1 on the given factors) and assume that 

' ' ' ~ . 

wages are much JllON r±gidlt; determined by the given factors 
' j . 

which these theories _exnphasi~e than is real:Qr the C8f)e; 

and in rece~t rea~ such cri-tic~sm .. haa aga.m gathered force 

Slld a.cCUinlllated some weightJ' arguments in its train~ 
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fher;3e theories• ho-vrever., ea:n be broadly classified into 

two main types, according to the type of determining . 
factor on which their emphasis has rested, on the one. 
hand :a:re those theories which have expl.ained wages predomt~ 

. ~ " . . . 

nantJ.y in terms of· factors which 3-nfluenoe the supply of . . 

labo~ powel" • virtually., cost of production theories of 

wages. 1 On the other han a· al!e those theor1es which have· 

·treated wages as beillg determ1:tted priJna.ril.y by certa.bl 

factors which mfltt~nce emplO)"er•s 11.demand0 for la'bou.r, 
~ < #. 

"such .as the su.pplf qf c a.pi t$1 s:n.d/ or the product! v.1. ty of 
' t • -. . .. ' • . ' ' . . • . 

le.bot.tr,.. ~ . Some econ~m:ts:ts . (most nota.tly, Marshall) have 

tr.ied t() er-~ot a syrlth~si.s of the two tn>es of expla.na.tiol:ia 

a.tJ.d ·to hol.d a balance between the two .sets of determining 

influencet ·at14 so. ha"ite produ~d a. theorr o.f hybrid type.' 

But an ilnportant, if subordine.te, half of the theoey 

of wages had alw~ys· dea:lt w1th the causes of WMe-differencea; 
. . . 

and in \'the practi~ problem ot wage ~egulation this 

question of particul.a.r t1ages occup1e~ a. prom1n_ant place. 
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Even s:n· earlier ·times • wage discrimination was a 

ru1e ratmr titan an exception, Entorcenent ot wage 

differentiate W~ ~empant at all. J.evel·St at parsonal l~Vel, 

at firm· level, at itlduertt7 level md at :regional level. 

This does not impl.7 that all "the differentials were 

eur:plo:Lta.tive 'in nature. :some of the dispar:ities in wage 

ra.tee.~ m9J' have been. in the nature of what Adam .Smith had 

characterized as t.tequalieillg differences" • the wage 

d1fte rentials that equaliSed the· wnet advantages" in ail · 

.- -. .. . 
wage rates expla1n onJ.y a part and not the 'tThole· df the 

story o:t t;he v.r,age differentials. In a world of imperfect 

competition ~ unequal bargaining strength ttf the contra

cting pari:i~s, e. good deal at differences of wag;~ rates 

had their· or.igm in .the ·exploitative relations between tte 

ca.pita.l·ist and the workers.··· A most glaring example rJ! it 

can be :toUnd in the wage rates paid to male, female end 

Child labour for the same type of lf'ork, especially during 

the early stages of the Industrial Revolution :ln u.x. 
However, witlt the passage ot time •. labour became· 

' ' ' 

more ,and ltlore .a~e of its role 1n the production process. 
... .. . 

fbey organised themselves into trade unions and started 
' ' 

fighting for their ll'ighte in a COI\Certed mamier. fhis and 

'· Adam Smith; mhe W,;alth of 'Batiptl!t (Cannan•s Edition) I 
Book I, Ch. X., . . - . . . . 
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the incre-asing complexity of the production process led 

to a reduction itt the size of wage differentials. However, / 
' 

the ~amnants ot al.J.aost all ttpes of wage d.ifferenti~s can 
• < •• 

be disce1:ned to a. greater or smaller degree, even in tbe 

p~esent dq societies. 
I . ' 
i It is a. fact that labour occupies the place of 
' . . I 

oe~tral ±mportance in the produ4Jtion proc~sa. In the ~ight 

ot this fact, the wage rates become_ one of the most 

important factors 1n the socio-economic set up ot 8UJ 
' ' 

society.. !fhis pe.t"ttcu.lar aspect of eeono#dc theor; .is 
· •... '' I'. . ' 

~ 1 •' 

11~ed up so intricately with the da,y•to:dq problems of 
- . '!I ' ' -r, . . • ' •d 

an· .economy that_ its neglect ca:D. jeopa.rdis~ the feas1bil1t,-
. ~ . 

of .S:trt. ao.cio.-ecenomie programme: to 1;he extent of =a,ld.ng 

it.practttiall; meaningless. 

l)e&pite the over~helm~ import~ce of wage theory, 
• • • ' : 6; 

the treatment meted out to thiS. particulal' aspect ot 

distribution theory seems to b~ quite ina.Q.equa.te-, Notwith-
·. . . I . 

standing the ·.attempt bJ Adam Smith at en $xplen(A;tio.n of 
, . . . . . . I 

the wage d±ffe"ntial.s in the terms' of *equalizingn fa.ct<rs; 
I • ~ -""< 

there had· alwaNS been :a tendency to attribute w~ge 

differentials ·to the· force of wstom.. !l!hese dit·ferentials, 

once dete~ed by tradi tian; were thought to remain stable 

over a consi'derably long ·period o~ time. An i:nstanoe ot 
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this par~,~cular approach can be :to~d in David Ricardo. 1 

Secondly. the 4eep rooted belief ita. wages-fund doctrine 

and lais~ez faire economy led the Classicists to believe 

th~t the trade unions and the government had no role to 

plq in the determination of the w.age rates. However, . . 

during the last phases of the Olas~ical e~a, this view 
' underwent a ob.al'.\ge, John Stuart Mill, a great follower 

o;: Adasn Smith and Ricardo1 found the go~~nmenta'l. and trade 

lUlion a.ctiviti:es not onlJ deaire.Qte but also beneficial.. 2 

Evell thou.gb. 'the limitations of the assumption of 

perfect m.ob111tr and henoe of tbe ccm.pet1 ti ve system were 

real.:L~e<i in the latter period of the Ol.assical thought, 

the Jta:rginalists end the Neo-cl.aas ioists• again; committed 

themselves to perfect competition as the determinant of all 

pri.oee. Wages were considered to be detemtned just J.ike 

aq other price ignoring the ~p~cific nature of ·this 

Pal''t:Lcu.1ar fa.otor of production• This was the case till 

about 19,0s when th.$ publication of Joan RobinS<n's 
. . 

Economics o:t Ipmerfect . Oom.netition and Chamberlin 1 s fheorz 
. . . 

,of Monopolistic. <:ompeti tion broUght about a si~ifica.nt 

change. in the thiald.ng on the Q}iest ian of wages •. 

. 2 • 
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Thus we find, from a brief su.rveJ o.f the ec onanio 

ll tera'titre tha·t· the wage theory was given a step-motherl)' 
. ' 

treatment till about tifty ;re~rs agt>. This lack of . 
. ' ' . . --, 

interest in:· the problems of w~e determination and in the 
' -

' ' 
explan~tion of wage differentials, in partic'Ul.ar, has been 

mainlr responsible for the lack of analytical tools _and 
. ' 

the inadequate dat~ base regarding the wage problems. 

However.,· since t9:50's a tair:cy- good amount ot literature 
' ' ~ . . ' - - . 

on wages :and related problem$ has been pouring iil. 1he 
. . ' 

question of tfagea is no longer considered to be the 
• < 

determination of a. single rate. It is the trhole gamut 
l 

ot wage rates wli:ieh Operate in an economy, that has become 

the focal point of the modern wage theory~ 1 

' 

:'Wagtf ·theor-, is full of .interesting research problems 

bOth· on the theoretical as well as an empirical. plane~ . 



!mporlance ot wage. a.nalys1s l1Ets bas.!oally !in _its 

implications for the wage policy t-1hiCh is an important 

and senai tive policy issue. in the present day under• 

. ~eveloped countries., 

fhe l~L•O• defines the term •wage Poliq1 to mean 
• J .... -

-'legi·sl.ation or government aQtion cale\tlated to aff'ect 
·. 

tb.e level or structure of vases • o~ both. for the PUI1>oSe 
. . 

ot att~ining sp·ecifJ.c objecti'V'es of soci-al and economic 

poliey• .• 1 

· thus a wage policy seeks to ±Atluence th~. level or 

structure ot wages or both. mbis tt can do either bT · 
. ' 

formulathlg bro~d guidelines :tor the fi&atiPil o~ revision 

ot tmges i:n the eoon~ genel:'allJ or by l•ing dow a 
- \ . ·' 

detailed scheme tor the. regulation ae ·wt;lges in individual 
- . 

indus~ies or in the eco:nol'li;J as a whol.e in terms ot 
. ' 

precisely formulated norms and standards~ 4 wage policy 

aims· at imposing a disciplit_le on all wage payments !in the 

econolXJ7. so. that exoessi'V'e, itla.dequa.te or inappropriate wage 

pqlllents met not .come .W, ibe Wq of the· tul:tflment of the 
'' ' . 

o~jeotives. eoo~omic aDd social., which tm cou.ntry has· 

set tor ·.:f.tselt 1n pursu.tt of ·steady n,ational developtnent. 



RJ o ~verrunent can avoid having a lTG;gG policy;;. 

~en no~·mtervent1an is ~ policr. Since Government must 

be concerned abOut the general level of economic aotJ.vit~~~ 

they must also be concerned about the gen~:ral. wage 

leveltt•i 

It is not in the purely technical s &#se of even 

aon•tnterventiOD. amoUl'.ltiug to a po1iey that the question 
< 

of evolVing a. wage policy is be1ng considered h·ere. Wage 

poli·CY $hoULd be an active and vigorous instrument for 
' ';., 

the purpose of ach1e ving the economic and s octal. goals 

set ~p by society~ 
" .. 

The role of wage _policy !n contributing to societr• s 

. economic and social gOals is somewhat different in 

de-veloped countries from what 1 t :1.8 in developing countries. 
' .. 

.Broadly spe~,, wage policy assumes importance, if not 

concern:~ - a developed count%7 only dlll"'ing an economic 
.. 

or national emergericJ, such e.s. for mst•ce, a serious 

adverse balance ot pa.111ents or a severe :J.nfls:t1on, parti-
} 

cuJ.e.rl.t du.ri:tlg war. !!he .state then tries to cope With 
' . . . ' . . ' ' 

.. 
severe . .rest~aints on excessive wage ~creases tor a 

. . 
limited ~~l:'iodt_ M1'3 reatxolotlve wage policy would, 

· theret ~re~- have to interfere with the normal. course ot _ 

· 'wage fixation and is Viewed with disfavour e-.&:cep~ in a 
">II I'"" ·' •1 .· 

t • 1l.C~ ROberta, -l,ational W§Se Policg in War gd lea.o,e 
(L®don: George Allen and Unwin Ltd, 1958) ·Chapter 1. 
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national emergency. sara B.a. Roberts: "In tn-itai:n ~and. 

Amertca intervention has been looked upon as a regrettable 

neoessitr rather than as a. desirable a.ct1v1ty on the part. 

of the Governm-ent". 1 

Bot so in underdeveloped countries. !here, wage 
. 

pol.iCf is ;not looked upon as t\ des~e~ate .remedy for a 

difficult situation 1n a serious e . .J.onomic and social crisis. 

In underde~e:Loped. countries 1rage detel"Jldn~tion is considered 

. e. matt.er of such fundamental public importan.ce tha.t it 

c~n• t b$ lett ·to. the uncontrolled ac·tiVi ty of enq)loyers 

.and trade l.Uli011s.~. The capacity of the econ01117 as a whole 

is . a releVSJ.l t .eon$iderU:tion in all major wage ohanges. 

Also,, higher the level of development of an e conomic 

sntem the e.asier it becomes to formulate a wage policr. 

'rhis is because of the fact that as higler l-evels. ot 

development are ~ohieved1 the numbe:t ct· dimensions to be 

taken i:nto account. for. the formulation .of • 'wage JlOlicy 

are ,dr.astieally reduced., For examp1e.1, at higher· d.evelop.

ment 1eve1s, the pr()blEm1S of minimum wage or .fair wage 

'tt,c •. , lose their .im.portan.ce to e. great extent~, Even· the 

c()l).fli-ct between the problem o'l economic gr~wth 8Dl social 

justice is reduced.. B~ce the tomulation of l't8ge poliCJ 

in a developed e9onomy becomes much easier.: ' In ~a developing 

country like lndia, aU ·the compul.sions behind the 



·institution o£. wage policies that obtain in adval).ced 
' . . . . ' 

countries are present a.lone; liith several others. · ~e 

underdeveloped countries abo'~Uld in all the ·.t!cu.te ~roblems 

aes-oc~ated vi th wide spread desti tut1on· • povertr. 
\ . . . 

unemploYment, inequality and ali that~ .!he ~isUtg consc-

iousness of· the general mass of pt().fle. moUlds the political 
i . • ·-.;. .:'' ~: ··> ' 
forces m such a: manner that the .aSitirat:Lone of the people . . 

are . bound 'to. ris~ to great. heights. s®-:tultilm&nt o:t 
. . 

theee · asptrat,.ons 1eads to pol.i tical ins tabU:I:tJ' which is 

quite tQ.despr~~ t~ the third wor:ttl countri~s. todq. ·!he . . . 
iPa.l at development with social 3ust1ce be~ the most 

S..portant objective of the economic poliqy i:Q. ma>~ of the 
. - . 

under-developed countries .• underplqtng of the <i:l.strtbtttive 

aspect Of economie development (Of Which the 1fage policy 

forms an important part) can prove to be diSastrous. 
. . 

Professor H.A. fttrl1er., ·comes ·to the conclusion "that 

the tendenc7 towirds GOVernment promoted o:r imposed 

htqe 'a;zaid incomes policies' 3in the, leas develope.d countries 
2 . ' .... ' ~ 

will a.ceel.er·ate and that public 88Gncies w :ill accept ( 1t 

tber ·do not· demand) an increasing b.tluence on the level, 

struct'qre .afld 'trend. of wages• •1 He gives five l.""easons why 

~he ~uest1on of a t.ormal wage poli~y ceJlit be avoided :Ln 
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these ,countries. .In the first place, e:Q'3' system ot 

dispersed wage determination ha.t.1 grave risks for social. 

well-being or national economic welfare. Secondly• the 

Government end other public bOdies are involved as major 

emplorers b the whole process ot wage fildng. fhirdlY

econOJdc planning processes involv~ important considerations 

ot cost. Decisi.one on investmenti:i to create employment, 

on the attraction of overseas <:a.pital,, on. the en-'cou.ragement 

of expol'ts, etc. are cc>ncerned wtth questions of wage 

policy. Fourthly, the preasure,s of development produce 

powerful social tensions because ot income inequalities 

and public intervention becomes inevitable. :Finally, the 

Governments of underdeveloped countries mew find it 

difficult to correct the devel.opments leading to tensions 

by indirect methods, namel.J monetary and fiscal :pol:icies. 

and may have to · ·exert direct influence on income 

dLstr1bution. 

Seen m. this background. formulation of a wage policy 

becomes an extreme:Ly com];>lex end sensitive area. of publ1c 

poliCJ• The architect of a wage polic¥ reqUires a complete 

grasp at the objectives of wage policy and also the 

objective O®ditions under whiCh this poticr has to be 

implemented. W1 thout a proper udersta:nding of these 

two "Variables; the policy maker can* t discharge his duty 

in a proper manner. A rem~~~ by the Bational Commission 



on Labour, 1969, seems to be very appropriate 1:8re. 1 

tttssU$S «)onoerning wage poliey are 
interconnected W1 th broader economic 
decisions on the ()t).e hand 'and on the 
.other With the goals set fo:.- social 
p.oliq. So J.t is obviou~ that no . 
pr~eiple of wage pol1cf can ever be 
applied ·111 va.ccuwn and in disregard. o'l 
realities of a aitu.atU:rn.~ Wage policj' · 
'has to be pragmatic. ··.though it does not 
follow that it has to be unscientific ••• n 

One of the most important aud the least c ontroversi~ 

objective of a wage policy is reduction, 1f not elttnina.tion, 

ot alfl unjustifiable wage d.1spar:Lt:Les that are present in 

a wag$ qstem. The participants in a symposium on uwage 
. . 

Policy.Issues ·~·Economic Development•2 beJ.-d under the 
. . -

auspices of the International. Institute of Labour S tudi;ee, 

were critical of. the dGVE;lopment of high wo,ge islatJ.ds in 

·underdeveloped c.ountries. ~e existence of high w.age . 

ial.an.Q.s• it was felt, liaa undesira.Ue equitr imp:Lications, 

since pronounced remuru~~a.tion differences tor workers 

perfol'ming essenti.a.lly similar work contributed to t,he 
. . 

mequaJ.i ties of meome distribution in develop:Lng co~tries. 

Protesso~ Berg summed u;p the general attitude thus: 

· f\epgrt o'f. the Ni:t1gp.pl Copg!ssion'OA Labour, 1969, · 
Min~etry of Labour and Empl.oJment; · Gowrmnent ot 
India. · .· 

.Anthon,- D. Smith ( ed•), W~&e Policz Issues.!» 
Econqm.ic Dev,@lo;sment, · Ol'•·'<ift. · · · · 
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•thexoe 1s no good e~onomic reflSon why men 
·doing sttnilar work in diffel'ent 1ndustries 
should be paU vastlJ different wage rates. • • 
nQx- ts thexoe e:n:; eoonomic just:i.fication for 
al.lowiri8 hi-gher · thaxa normal. p~of.~ts to be '· 
sh~ed only b7 woikQrs who Jte.ppen to be 1u 
the. highly profitable f1m~ or tndustriesJ . 
profits should rathe!r;' be shared by the societt 
as a whole through gOverninent tax~,ng and 
spend:i.:ng* • · · · · · . ; · 

' . . . 

!fhere was also. a ~eater agl'eement that manual. ·sld.ll 

differentials were,·.large both in compariso~ T-t1th those 

o btainitiS ~ developed economies end more p&rticul arly in. . . 

relation to the ·differentials needed to induce BUffic:tent 

workers to ·aoqW.re the necessar7 sld:Us for economic . . 
de"Y'e:Loprnent. 

Be~r at home• of a1t the five yea:.r: plans that 

have so far been .completed, the First Plan which more than 

at;r ot the others, trted to evolve sound prj.ncipltts in 
: ; ' ' 

1"egard to 11ages • showed much conce:rn far .exis;t~ anOltlalies 

1n the wa~ at~ct,;e and recommendi:,;d .that1 
. . , ., 

• AU wage ad~t~atments sl;lo~d contom. to the 
· pii:neiples of·eocial policy.snd d1spar1t1es 

. of ~come hEt,ve to be reduced to . the utmost• 

and that 

1. 

• the p:roc:ess . of st_a:nd~dization of wages ehoul.d 
. be accelerated.. There should be a progressi-ve 
narrotting down ot. ~spar1.tiea in the rates .ot 

· . ·remuneration of different classes of workers 1n 
· the same unit, .of workers engaged in s.im:Llar 

occupations :hi different un:l ts ot the same · 
.industry, of comparable occupationa in· d.itferent 
;Utdu'Str1es. and in the' saae industry tl\ different 
~ntree~·. · · 



1.7 -·. 

Regard~g standardieation of wagee,the supreme 
•. )' , • r 

, ; . ·'•I -

·aourt irUl.ed thQt; 
·' 

.:if!he besiQ prlncip~e of standai-dizati·on of 
'lfages' te to bring a11 1mges to the etandardized 
lete~ by -raising wages whieh ., 'Ulld.u17 low 
end lower1ng wages w.hieh are unduly h:.\.gh. It 
is iniproper to direct that the eXisting wage 
scaJ.es 'dlioh · al'e higher thav- the tixed standard 
shall contiilue to prevail"-~ 

Referring to the existence of dualistic· wage .structure 

in the Indian Eoonomy, the National Commiasi.on on Labour 

adds .. 2 

"Wage. dtfte;-entials consequent on the dualism, 
til.at is.t simul tQ1leous existence of the modern 
ca;pit.al •ooit· intensive sector and the tradi_ tional 
lal>our-mtensive sector are1 therefore •. 
inevS.·t~le and desirable. Bu.t this does not 
necessar.Uy mean that all existing differttntial.e 
ere scientific or basod en. d1tferences·tn 
productivttv. Steps should, t)lereforet ·.be 
taken. to st$Ilda:rdize ·job classificati()J).S and 
reduce ditterentiala, '.wh~X'Lever neceesa.%7 to 
suitable JJmits on a scientific basis"., 

!ehe -c~ncl.uaiOll ar~ived at is' that in ~l the official 

documents on \!1~ l?<>licy much concern had been shown for. 

existillg wage disparities and there is a: growing realization 

on the part of our policy framers that all unjustifiable 
. / 

wag~ differentials should at le·a.st ba reduced., 1f not 

eliminated~ 

• 1. 

< • • 

The Report ,ot· the National Commission on LabOur, 
· 1ggg_ •.. op~ cit. · ·. · 
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i ., . 

It La'; 'b:oweV'er, only one of the ma.tlY types of 
. . . . ·- . . :<~1 . t' . 

~ . ~' 

.. diffe:extt~al~ that we p.:ropose ~· analyse 1!i the present. 

s--tua,-. ·~o ~ ·ape41fic thEl objective of the present study 
' ,; . ' ~;.· ,: . ~ ·, ,. , . . 

in the Indian Flcon0$:yt-.·. 
' . ::· r . , ·r . . . 

.Howwe:r-1 before gebtg over to the main subject 
' . . . 

l ' <.' . . '. . . 

m.~ttel" of ~ur stu.q- w& ast tr, to ac~~t ourselves. 

with Vai'3-Que types of t-rage di.fferentta:Ls' th~t· ch.ara.eteriee . ' - - . ' 
.' 

wage s~uct~e .. it:l ·artg econotDJ. 

cia~a with thi-s .aspect • 

. . . ~ .. 

The tollowilig section· 

. ;}•· : ....... , '. · .. . 

1;, 4 .. · fD!lS 'OF WAc;JE DIFFEREN!IALS 
. •"\ • ' : .. • i •• : ' . ~ 

' ' I • 

1 t .. ·. ~ : 
: ~I .f;'- ... I • • • 

. ~ ~e s'bructu.re· ot the presen' dq eeonotntes ~s ·so 
• ' 'i.' ~ I i '. I 0

i 

' oomplax' th-at a1t overaJ.l·en~sis of all types 01! ·mage 
. ' ' . . . 

'.:I 

. differentials. _a.t a.: single point of ttine is· quite d:s.t'ficu.tt • 

. ,stnoe the W$lJG dtftEr.rent!als arise out ot certain chSX"acter-
. ' ' 

isti.os of· labour £ot."Cet certain woad· groups of labour 
~ . . ' 

f'orce la.t:l be identified: wM.ch have more or less similar 

character1atics~i I·t is not to. suggest water tight ccmp~ ... ·: ·' r··· . . 
mentalieution ot labour force into .these groups. Various 

. ·. . . } . ; . 

t:ypes of di.ff'eret~.tials have .• as will be seen shortly, a 

· tendency to shift cnter to and even merge itlto the others. 
' . ' .. ·,- ' . "\.- , 

·· ,;F()r example, sk:Ul d~fe.rent.ials mq refl.ect themselves in 
' I . ~ ' . 

!nte~industry an.d inter--regional. different~s~ !J!he moat 

'representative ciasaitieation, ill our view•. lns been, the . ~ '; .. ,, . 
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one given by Clark Kerr. 1 lie ~otes f'tve major types 
. . 

of dtfte·rent!als tb.at constitute the -.rage· structure of 

·a.ny econ0JD7 • These ~e: 
'! '' 

._ :t.l tn:.·te:r-pe:rsonai ~ferent.ialsl 
ii) Inter-i"irm Diffe:rentialsJ Uii Inter~regional D:t.ff.erentials; 

. iv · I. nte:r~o·c·. cupa.tional Differel).tials; 
v. Int-el;'•induatry Difterentiels"' 

!he abqve .llst is by no means exhaustive. ether 

t7Pe-s ot differentials can also be discernEd. For example. 

we mq· }la:ve wage differentials based on racial. heterogeni ty 

or <m. the basis of sax U:f':f'ere:ntiation. thlt all ot these 

·types of 41f'fe;:ent1als can ~ put under one or the .ether 

ot t}le above hea~i:ngs. Be aides, some other ttpes of 

d~terential.s are graduaJ.l:r losing thejr SJnportance• 

Let u.s try to look into the eauses of various types 

Of differentials. . The first on ~he l-ist are the #Ate~-
' ;eez:wumra differentiQla ,which are. to a gzot:J~ter _d~gree, 

ex;p1oi tative in natu.l'e. Such personalized ra.iies;·· 

reflecting the meri. li of ,the worker ozo the prejudices ,of 

the· 1tldividuQ1 em.pleyer used to be quite common when the 
' ' ' 

sue of the firms was ~rv small• technology was not as 

-complex as it is t od.q, and fina.lJ.1, the workers were 

unorganized. ~he ever in~reas:ing si:ze of the f.:U:.,. the 

, mcree.s:tng complexity of the producti"n pr·ocess and the 
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development of the institution.alized labour markets hewe 

reduced. the scope of this trpe of wa.ge differentials. 

The movement towards centralization ot hiring by employers. 
i 

and the eXperience in several countri$ with IJ)vermnental 

wage controJ.s as well as trade union pressures have a1ded 

thts change.. !he inte:"Personal "rage differentials of tbe 

exploitative na:tu.re have thus lost. ground. Even then, we 

·Oatt find differentials based upon racial factors etc. thOUgh 

they U"e not es wide spread as they were in the initi.al. 

phases of ca.pi.tal.ist development. 

!he seoond type of wage differentials are the .inter

:f,iA·xaf>! differentials. A number of reasons that go 

into the making of these d1fferentials can 1:)e thought of. 

Even when various firms are operating 'ttitbin the sam~ labour 

market area., they tend to pau different wage rates to 

-.rorlmN per.f'orming simil.ar funo.tione.. !ehis may be due to 

the efforts put in by v-..ious firms to attract more e.nci 
' the best labour force to their respective .firms. Higher 

wages 1n a f.1rin mv also be paid in order to induce workers 

to perforJJ). the~ 1\Ulotions more efftcien'blo7 and to raise 

their ~rOductintr. These types of wage differentials are 

more common 1n the imperi'ect end restr.icted labour markets •. 

4flother fa.<)tor that can cause inter .... firm differentials 

ita. the lack of k.rtowledge on the part of the labour force 

about al terna.tive job opportunities in other labour market 

areas., This res tricta mobU1 t7 and causes temporary eh ortage 
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or· ove-rsupply 'o:fparticUl.ar skills in a particular labour 

mark&t~-·~c ' This; res'Ul ts 'in differential rates of payment to 

thE! W.O~ker~ by '·O.iff'erent firms • 

!f;s1d.ee these, there are some· other factors like 

the natu:te~ · ot product market·, efficiencr ot capital and 

th:e extent of trade union organization· that effect il'lter• 
. ' ~- "'- .. 

filU wage differentj.al.s• · · mJ:uJSe .factors were pointed ou.t 
• ,, • . • ·j· • .'· • - ' •. 

·11y lfass~u Senior more then a century ago. : Nevertheless, 

thes«J ·factors still have the~r importance b explaining 
. " . 

~ 

1nt~r-t'1rm wc.ge 'differentials. Differences in product 

Jlarket depend upons ( i) the fashions 1 ( 11) tm foreign demand. 

--d ('Ui) stora.bili ty ·of cC~nmodities. t ·. · All tbese factors 

:ktfl.uenQe the ded,.ved deJaand for diftereAt .tfl)es ot :l~bC?~ 

in different 'fima.·.producing diverse ~rPes ;of products. 

· t;Jenior.· ·howave~.. believed tJtat trade unions, by destroying 

individUal 'tneentivee, tended to dep~ess wages in tle 
. ... ~ 

'Ultioaized f'irins .• 2 mhe mode~ ~conotnic. ·an.al.y,s:la shows, on 

tb.e other band, that this mq not .neeassaril.7 ~e the case. 

· trniotdzation, tn· .fact,· ·has tended ·to narrow ·down the inter•· 

~irm wage d.iftorentials,. through raising. the wage rates in 

· tb'e lmr.o.pa;rUig firm$~·' 

., 

1. 

r DISS 
331.220954 

~.~.: Sal.kever ,. ibid. , pp. 44-. 
'• ' . . '· ~ . . 

4 
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-
C1a:tk X:G~t OPll cit~• pp. 17~193 
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· A third type of l~age .·differentials are the an,ter•' 

;easton&!. Wa.tt! ,-,d1fferi3ntiflli. Inter.-.regicmal or inter-area 

'.dlfferent:lals, as thtr are ealledt are not 0 pttre" 

'differentials. ln order to explain tbese differentials 

one tnU.St keep m mind the fact tha:t <to . the extent the 

industrial · structure in different regions varia s . , the · · 

eYerage regional wage rate will also ve:i.T• In tl& regions 

having a; ·U'reater proportion of 'high•wage pa.,ying industries• • 
~ 

the .average regional 1-rage rate will also be higher· than 

that in the regions · specialiZiilg in 'lo~wage p~ing 

J.nduetriest: • ~his pa:rti·oular canp.on~nt of the inte~r&gional 

wage differential-s is better known - · the ·'*etru.otural effect" 
. 

or the •stru.c~al . oanponentff of' .the regional wage 
-

ditfeJ:enttals • 

. . I:nta~regional. variations in the indliBtriel structure, 
' ' 

how.ever, do not expla.in the whole am.ount of variations in 

regt()nal wage ra.tes. Besides the •etruetu.r-al compone~t- of 

the regional ·w~ variations there !a a. *'regional. eomponenttt 

as well... !his component owes its existence to the specific 

feat~s·of the labour force in different regions as also 

of the regiOnal; labour markets. For · exampJ.e.. a regional 

labour nta.rket mar . be t labour surpl.us' o:r t l.a.bour shortage' 
' ... .. .. 

~ket.. Dep~ndil\g '\tpon w,hether the inter-area mob1lit7 ot . . . 

·l.-e.bour torce is high or·low, the regional wage ~ates will 

tend to Va:C7•· secondly, ·tm local labour market itself' may 
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be im.perfact in a. number _of· ways. First ot all. vt(i :may 

h~e _the condition of ~er.tect -diasel'nillation .of Jsnowl.edge. 

Depending up~ the variation in the degr.ee Of .imperfection 

tnt~oduced bY. thie variable; the regional. wage .rates may 

·tend to differ• Another fee:ture that mlW' malte the labour 
, 

market inlperfect ~s the control. aver .the demand for and 

supp13' of labou.l."•· This brings us to the role ·of employer• s 
" 

~d the worker's organizations :i.n the determinatiOn. of wage 

rates and hence e4})lanation of the variatlon in them. 

s·tlll<~other ft1.ctor that may· a.ecou.nt for. inter

regional wage differences ia the • cost of living' ill differ-
-

ent r~gions. ~ie £a.c~or 9$ an explanation of regional 

waga structure was; first o:t all• pointed out by Quesney.1 

An·other faotor that can go to explain varia:~ions ~ regional 
,. 

1ttage structu..re iS the 'level ot agr:Lcul.tu.re wages'-• 
. 

Agri~ul.~ure tmge rates compete with the industrial ·wage 

re.tes -and hence a;ttact the ~PPlN ot. labour to industcy. 

lf th~: agriCUltUre wage :rates differ between regions. thert."e 
' \ 

3s ewi;y ~as on · to ~li~ that industrial wage rates td.ll. 

also di·f.~er ·between reGions; m so far a$ the latter are 
dependent upon the :former. 

Another factor tha:t seems to be quite .important is· 

tha ·· indtts-L-rial p~oducti Vi ty · in different regions. 'This 



24 

factor also. ~lke tb.e regional ,wage rates, ts attected b7~: 

two sets of variables .- the indm trial. structure, ani the · 

"other" looal factors like ecluca:tional ·composition of the 

popula:bion., the quality and the quantity c1 other resources 

avaJ.lahte $lld their ut1l1~a.t1on etc., A variation in these 

., other" local factol"S between th~ regions will also be 

reflected 1n the. regional wage difterent:Lals to the extent 

p:rodu.oti'\tity of labour force determines the level of wages. 

:Bes.t.des these factors, the Gowmment policy rtJEf3 

a;Lso eauee (d.eliber~te) imbalances in the illdustrial wage 

rates· otter ·the regi.ons' In the regions that . are .lagging 

behil:id others in the levels of industrial deve:Lopment, an . 
artUiciai Saoldn.g up of the 'wage rates in tm initial. 

' periOds mar beeOtne neoessaey. . . 
'' 

To quote .J ob.Jt li. A.bersoldt the ~te~.regional wage 

dit:terentllals arise ~ly because of; rela.tive ~bundance 

.of natural res ou.rce~s J differences in lab~ productivity; 

diff.erences in cost of linnga rate ot: capital.fo:rma:tionJ 
.: ' . ' 

extent of union organization; size ot oomrmmities; rates of 

·popu:t~t!.on growth; econotn:l.o · oharacter:i.stics ot areas; ~bour · 

sU,ppi, in ·relationship to capitel.J ~·~tia ot workers# 

qualitr o:f laboU.Z. su.pp1y; and tr841 tion. 1 

1 .• 



2.5· 

Occupational. wase· Differentials: 

·Occupational wage differentials• are the most 

important~ .and in our gpinion the most· fundamental different-
- . . . . 

ials. These differentials, ill one form or the other, 

give rise to almost all other types·. of wage differentials. 

These a~e particularly important. from the. point of. vie'w 

of the inter-industry ,wage ·differentials. In fact, a. 

large pSl;"t of the inter-industry lt&ge differentials can 

be explained in terms of the· occupational wage differentials. 
' 0 

~h~existence ot occupational wage differentials eou.pled 

with the fact that different industries :reqliire different 

occupational structure might contt-:.lbute sie;:r.J.ticantly' towards 
. ' . 

the inter-iildustrr waged ifterences. It is thi-s over

Whelming importance of occUpational wage s-tructure in the 

explanation of the overe.ll industry wage strUctm-e that has 

promPted US to devote a separate SUb-'$eCtion tO thiS 

. particular type of wage differentials. , 

Occupational differentials · in tv-age rates· are geneZ.ally 

.. recognized as vi tal to the existitlg system . of wages, ., at 
' ' 

.only do· they make poasibl.e compensation in aoco:ttdancA ltith . . . 

skiU,. effort and working 'cond:t. tiona, bu.t they are ·nabessary 

to ensure a. sut'ficient supply ot skilled 'and trained 
. . . . . 

. workers... To the worker iD a part1cular occupation, .wage 

dU:f'erE1tttia.ls mean additional income .for more arduous or . . -. . . .· . . . ~ . . .. 

m:ore ski~:led per.form.ance. Differentials also .indicate 



d~ferences 1n cra.f1; or trade pr~stige, 1 

A m&ib. .focus o:t di$sa'\is:faotion with the present 

state Of the literature on labour mar~tS is the sue and ,. 
n~ture ot wage . differentials w1 thin narrervrly defined 

. oeoupations. ·· fhis 1s not merely Ol1r own dissatisfaction; 

it has often been expressed bJ others. For example, 

Professor Richard A. Lester begins e. well known articl-e 

with this sentence: 11No sattsfactorJ explanation bas been 
-

4·eveloped tor the continued ex1$tence ·of genuine inter• 

ocou.pat:lon a:nd tnter.tndustrr W&ge differentials". 2 B:e . . 
.. . 

goes on ~o note that :ne~ela.esical wage theor,- presumed that 

su.¢h differentials could. not persist, but empirical. 
. ' 

research uniformly shows that . they do. 

!~!he theCrJ referred to 1s more accurately desor~bed 

as elass1ca1 than as neoclassical. Its best expression is 

stiU Ad.atn Smith• s chapter iiOf Wages and Profits in the 

Different EmplQyments of Labour and stock" {Chapter X of 

Book I); which begats. with the famous· pas~a8er 

"The whol.e . of the advantages end dtsadVa.nta.gea · 
o:f the different emploJlllents of labour $tld 
stock eust, in the same neighbou.2;'hood be e1 ther 
perfectly equal or continuall1 tending to 

1~ Harry O~:C;:· "0CQ1lpati.onal Wage· ~iffo:rentials in 
Iudustr.t"; in.w.s~ woytinsky and ASsociates, . 
ftplo$Ael'lt U4 .. J!Me~.tn·· tl};e. U1§; (New York,. 

.. 5,)., pp. ~. 47~~ . . ... 

2. R$.cha:ttd. A• Lester, •A Range Theory af 1fage Di.ff• 
eren.tials" •· Indp.§tri.Ql. AlJ1 L§bpur Rel&t!og 
Review (July,~ 1952) •. · . . 
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equality• · .if 1n the same neighbourhood, there 
was ~- employment evidently either more or . 
less a.<lV8ntageous tban the restt so. maJ17 people 

. w0Ul4 crowd into tt in the one case . a:n.d ''80 
many would 4esert··.,t m .the other,. ·that 'its 
advantages. WO~dtt sron_ return t() the level f.lt 
othe:r;o employment • 

. 
Recent l-esearch has questioned both ·the itel).denoy toward 

6qlaa.litJ tit net a.d'Valltages and the existeJ).ce ot mobility that 

,ts supposed ~o hring it about~ Sone authors have concluded 

that empl•d w·orkers ere re1uctant to change· 30bs U1 search 

ot higher wages enQ. t~t theJ have ver7 little Wormatlon 

.abGUt al t$rnat1'f'e jobu.. these f~dinge have. beeA interpreted 

· · ae deq!tlg the presen~e of aa 1tlp0rtiarit · connecti·on between 

mobUity· and wase·~·• ~O!'essor Lloyd. .Reynolds has Wl'!ittens 

·. nv()l.untal"f movement ol ia'bour -~ the Only t7pe 
of movement which 1e x-elevant here - seems to 

. clepead more 1argel7 on differences in · ava1lab111 ty 
Gf. ~Ob$ thaa on d~f'erences in wage :Levels. 
Q01lsequentlt • peoPle engaged in settJ.ne •rages 
·Qften make litt~e explicit referet~.ce to tllOblltt;v 
a.!J an influence 1n their d:ectsions. fhe p."()Cess 
ot wage determination an~ labOUt- mobility seem 
to so _aa witl;t only a peripberal .rtle.ti0%1 to 
ieaob.. other."Z . 

-
lt ahoul.(} be llOted tb.at Adaaa Sm1th wrote Ol the tende~cy: 

' toward :equality not .,: wases al.Ql'le • bu_· t f1l tJ1G whOle 
' . •-. . 

. -
ot the ad"Vantagee azid disadvantages Of au emplcym.e%lt• 

;I~ .. nsem&zed that eez:t&in nOlkasmetm .. ad;ranltacts .. M4.. 
~ ... ~ . . . '• . . . . 

.. si&dJ!at&.aes ;won+ a J!Sl CS!!!P@9.$ed '9E bz mx:sis$g;!; 

· .4iz Siaith, pt ,Weal$ -or lfa~i·ona (Caanan • a Edition) • . 
look x. Qb. ,: PP• 99. · 

Lloytt G. Reynolds, !ill! strcturg dof Labovr Markets 
(Bew Torkt .Harpex- and B:rot ers. 1951), p. '· 
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dif'terenges ¥ w•w levels.. some critics ot classical 

theory have s~sted that this formulation .makes the 
' 

theorrtautolog:tcal '!'>·some eet of' no~onete.ey factors 

coUld be adduced to explain e:n.y aet of wage differentials 

tl;l.at might be o~ervea. 1 . fhia is indeed ~ valid 

'eri:\is~:Lsm of writers wbc leave the set .ot non-moneta.rr 
. , ' 

factors unspecU"ied or open en~ed•, .It does not apply to 

Ade:r:n Srrli th'1: because he caref'Ul.ly specified the factors he 

thQ.Ught tm.Portsnt, end the direction in which he expected 
. . . 

tb.em to ·work. l'ot being blessed· wi tb. labour statistics 

,aJld an electr0111:c computer, he was..~· ot· cottrse •. not veq 

precise about their ~tude~ 
/ ~. . In tu.e general context of comparisons of wages among 

occupations:~ .Sini_th specified five tact or s accounting far 

persistent difterenti.als. It .is p~imarilr from the supply 

side th·a.t :Smith tried to e xpldtl, the differ~nces ill- wage 

rates betlf'een ·occupational groups. !rhe tollowtng factors 
' 

.maJ affect the supply ·Of qu.alit'.ied workers seeking 3obs in 

~ p~ticular occupation OX" line of work. · 

1. 
' 

• One stat$ltlent of this v1ew reads in part as follows 
•When one confronts ~e awkward fact that people do 
n()t al.trays_ se$k the better paid job, even when they 
know it is there, the economist has always resorted 
to .the argument that men do not ms~mise xnoney but 
:net ~~i;~faotions. ,, • · Once th~ assumption that man 
ma:d.miaes money .is replaced by the assumption that 
be m~1miees llet satis:f'actiot'W whioh are not specified, 
no predictions of his market .behaviour call 1:e made". 
Kenneth F. Walker. "the .Psychol.ogical. Assumptions of 
Economics", ~.he Economic Reco;:S, 22 (June 1946). 
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( 1) 'h$ a,reeableneas or .d1eagreeablenese .of the 

empl$yaua11t; ·(2) fhe (ias!ne~f.J and cheapaess, or,,tb(J<dlfficul.t;v 
• . ~ • ' ' ~. •. . - '' ' ·,:'• -1 J 

ud t2£P$nse 0t ie~g thtm; (') !he oonsta.uci ·t;· inconstancy 

·ot •plOJ1nent b1 'themt (4) t•e-.:a11 ·or great truSt which must 

be reposed ttl tllose mo exercise' them; (5) Tlte wobabU1tr 

. or 1$1probab:U1ty ot. suceess Sa them • 

. b. the first pl,aee ~ .tor example 1 <ne would ex}lect 
' 

· p,opl.e to sllu.n -the JD.ore tU.sapeeable or the' more d.angerou.e 

GCcu.patiOD$ UnleSs the waaes ·~ those trades W:e:re SUfficiently 

b.igher . thaa elsewhere t:O Of'f'det . this ·&Xti'a disagreeableness 

or danGtr·~ · · fhe result of this· camnon dislike· ·fer ·a<ae trades 

•ore so&t-ee . than elsewhere;, end. th1s yery scarcity wo1Jl.d teq.d 

to ~aiBe. the -Bes tn those oceupt\'iona. · Siailaz• e,onsideratione 

would apply to an occ:u.pa'tion which inV:Olved a greater chance , 

:Of un•plo1f1e~t o,.- ldde 1111ceJ.-ta:lnt7 ot earniilgs. On tho ether 

hand, U certa.ht. trade$ were part1culaJ:"17 p1easant or interesting, 

or can.led w1 th them sQD.e spacial social dist!nction o;r prestige 1 

or speo1tal privilege~ .~a:- chattees qt advaitcement, one would expect 

popular preference i:O nooa.· these trades W1th applicants far 

ttD1ployment and cause labour there to be ch.eapt_er than else

where. 

Aleo,. peoPle wO'Pld be likely 'o ehUl\ those anplo;vments 

which nquJ.re<l a costl;r education or train~ or a l.ong 
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period of probation or apprenticeship during Which n9thing 

was earned;· and this would tend tQ raise ysges m those 

emplQY.menta until they were higher than elsewhere. The 

expenditure on the prel:Uninal7 training would then be in 

the nature of a capital. oatlaf which would only be undertaken 

it the higher wa.ge to be gained in the future seemed to 

make the outl.q worthwhile. · The d.ifferenee between the 

wages of skilled labour and these o:t common labour. :i.e 

founded apon thts principle. 

Smith's next factor is VGX7 different :trom the other 

three, which arii:le entiralr fran worker• s preferences. He 
~. 

argaes that wages will be higher the greater ihe tru$t 

reposed in the worker. But tllia can' t mean that goldsmiths 

and 3ewellers ·dislike betag trusted.· .. Rather. SJilith seems 

to be arguing that the number of trust worthy peop~e is 

small relati'fi~ to the need for them.• so that at wages no 

!+igher than those of ordina.ry 3obs there would be excess 
• <+, 

·.,·J 

dem.an<tr:, !he QtddU\.g up of wages ~for sueh .occupations reduces , .. \ . . ., .... . . 
~"¥.' • • 

the t1Wllbelt' of workers demanded and ~duces additional 

worlm.rs to conduct 1hem.selves 1n such a wr.w that they will. 

be considered tru.stvorthy. Clea%'11 trustworthiness is but 
. . . ' 

. 
one·$X~le of·a l.arge set of characteristics rel.ated to tb.e 

quality .and prodUot.i:vit7 of labour :and its value to the 

empl.orer. 
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. The. ~le Ati wage· detel'1ilination of .. ;d.ffferences in 

qualitr -.ong walkers was deveJ.op~ by Al.tred Marsllall b the 
. ' . ' '· 

cqncept of '*etficiencr. eam~su.. iie argQ,ed. tb.at COU\P~tition . . . 
does not tend. to ~qualize the hourly or weekly money wages 

, . . . . \ . . 

of ind~VidttalS in the Satn,e oo0U:pa.t1ont: 'bUt·.rather t~nds 
' I > ' >, ' • ' ' ' ' ' > ' • 

to equalize their earnings per unit of work. perfo%11ed;• 

l>ifferences .in WEt$klJ ear.niitgs 1.U'e· con~d.stent with competitive 

labour lnal"'kets it they correspond to differences in 
produ~tiv1ty.f . . . . , 

One lqight1 · fUrther, expect emplo~ents w:hich required . ~ . . . 

SOllle soa.r.oe natural E!,ptitud~, to offer ,an abnormally 

high wage~ Bllt s.:n. this case the t avoured person could 

well be considered as, receiVing an exceptional type of 

"scarciv ... pr1een or '"rent_. of a soa%'ce natural quality. 
' ' ' . . . -

.... *· .... 

But m ·the act~ wage systetll under which. we live 

"equalitr of net a.dvmtages.,- is veey fat fl"om.. being 
' . ' ·;:' . ' .. ·. .. -

·realised; and the extent. to which wage~ Ta:t'S more widely 
' ) • I.. ' -

than the advantages and ~isa.dvantages of d.~fferent, ocoupa,r. 

tions is ,oonsi.der.ably greater than can be reasonab13' 
' ' • l 

explained bi the final. cause that we have mentioned, Most 

of the u.npl.easant work of the com.muniq :i.s amO!lg the. 

lotfest re.thex- th~ the most b.ighl::r paid, as is much of the 

. J" ~ed Mar,ah~l,, t,ri!\ciules Of Ecopanics • · · Sth · Ed. 
(London: Macmi.lla:n and co., f 930), pp,, 546-49. 
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WOS'k it1'9'0lv~ danger to h.ealth and lUe. Low wages are 

ftequantly combined with fluctuattng and inconstant 

eDJ.ploJD!ent; •d the level of incomes in sk:Uled ocou.pa.ttons 

and •ra~d protes.s!.ons is generally hisher b7 considerably 

mare than C$lJ. be called a reasonable interest on the capital 

laid oa..t in the ~el !minar7 train1!18. Clearly eane fu:rther 

e~lanation CJl wage differences is req1d.re4. 

f~s turther e~planat.ion is -supplied as soon ae we 

remov:e thfJ a.rtit!~ial as.swaption that ever7 wage earner 
'• ,., ' ...... ~ .... ,~ . 

has a-. equal chance o~ enteribg oy occupation; In actua-. 

l.itr this .is far from being the ease., t.f:be chie.f --rea.eon 

lies in the fact that differences ot incee once established 

are apt to perpeW,ate themselves in a world where the cost 

ct 'breJ.n~ •~ -~ oc;:cupation is an expeaee which the 
. . 

1ad1Vi4tal wage earller bas to tmd out ot his OW1l pocket. 

It te ~~'!' tact that the supply conditions at different. 

grade@ of labour are so la:rgel.y affected by the pre1ailing 

wase•cU.£:tereJ1Ce$' between th(ISe gades which 1e apt to make 

.allY attemp1: to 't$lk ab~t :tair or i.ao:nnaJ.• wages of ont 

sra<le relativel,- to anoth~ an argument. :l.n e. circle •. 

jut ihe e~tst~itsg we.ge....d.if'terences. ·m.ay not . only 
•. ' . 

affect the auppl?. 'c£ labour in ~itferent cractes by their 

W~uence em the nmber ot people Who can ~ford th-e cost 

ot trainilag; they may .also do so bY their tzxt luenc~ QG 

convent.f.onal notions as to what is and is not a "disagree

able" tradEh 
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·So ap.«t't from the factors mentioned earlier. a 

im.-ge part of the occUpational wage differentials c~ be 

·explained in te~ of the obstacles to the hori£on tal 

movement (so to speak) bett1een different grades of labour~ 
,. 

1. 5 IN!ER-.mDUS'J!RY WAGE DIFFERENTIALS 

Differences in average earnings aaong industries 

represent a oanbinat1on of true 3-nter.,~dustry differences 

(the relative wage levels of different industries .tor workers 

in the same oocu.pational categorf a:ld geographical area.), 

geographical differences (the relative wage levels of 

·workers .in the sasne industr7 and occupation,, but 1n 

different geographical area) • occmpat:t.ona.l differences 
' ' 

(the· rela.tive wage levels of . different occupational groups 
~ . . 
in the same e~tE\bliShment) and ditf~rences iJl personal 

,chara.oteristtcs of the labour force (th' ~lative lfage 
I 

:le~ls of workers who are 1n the same establishment and 
' ' ' ' . ; ' ·, . ' ' 

occupation bu.t 11ho diffel' ii.n age• eex1. ra.:e ·or other 

. pe.rs.onal. character1at1cs). 

# eimpl.y is not possible to -eliminate occupational, 

geo#a.phi~, and other ~ifterentiale :trom the wage figures 

for various industries. However, a large part of the 

total inte:r-industry differentials can be explained 1n 
. . . 

terll1S of occupational. differential-s, defined broeiily, as 

the 1:ela:ti:ve wa,ge levels of different oc,cupa.tional groupe 
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iu the same 1:ndUStrJ• Ba$9d upon the nature of the product 

and the technique of prod~otion employed• evert industrJ 

requires a different tJ'I)e of occupational stru.qture (skill 

mix). The requirements ot sld.ll mix in -case of 

industries J.ike the aeronautics, are highl.J weighed. in 

tavour of highly skilled labour as compared to, sar, t)le 

requirements in cotton textile industrJ. ~his is so 

because not ollly tb.e natuzoe of the product but the technique 

of production as wall, require. the servtces of bighlJ 
- . 

trained workers in the case or aeronautic industry. As 

pointed ou.t earl$;er, high skill labour comm.ands higher wage 

. rates, · Hence the industries in which the occupational 

structure is _w~ighed hea.vilr in favour of high skill work 

force, the average w~ rates wUl be higher in comparison 

to 'those ill.dustr~ea in which 1ne average requirement of 

sldl.l 1s lower. 

Inter-1nt{ust;'7 differentials ll'iaU ~ll follow the 

same course as oocu.pa.tional. differentials. Sucb a 

parallel dey-elopment is to be expected because . inter

industey dUf~rentials are m sigititicant part• skill 

ditfe~entia.ls.- ~t~. -is partiC'Ularlt true. a.t the extremes., 

The higlii ranking ~d,uatries historio~l7 have been 

$.ndus tri,ef:l ltith lll&Jil ski~l ed w~kere J the low ranldJlg 
, ' 

. '1. ( ... 

industries·· have been. ·:industries wii:h mall;V eemi-sld.lled 
. i ~~ -- . ! 

l . 



35 

' ~ ' i 1 . . ! f . . . -

,:, a,m, riln$kil1~d lfOrkers • !he oontri bution .of the skill 

mix to the wage levels at the severB.l. industries is also 

indica~ed bJ.the similarity in inte~industry wage 
' ,, 

ditferentia.ls .among countries where other potentially 

influ.en:tie.l :factors, ·like the organiaa:tien of workers or 

the structure of. produc~ markets are qUite di:,erse, 1 

~he skil:l mix.- while it ia probably the basic 
' . 

underlying force in determining 1nter-1ndus.trr differentials, 

1~ not the only important factor. Just as occupational 
. . 

differentials effect inter-..industcy differentials, so 

al.so changes in inter"'"industry diffel"entials .(for reas~ns 

other than changes in occupa.t1ol*lal. differentials) will, 

in tum, affect occupational differentials. some industries 
' l ' ; ' 

have much higher t<ta.ge scales ( both for u:nskU.led and sld.lled ' 

labour) than do other :industries.. There exists what some 

economists have termed "Untairnesa11 of wages as between 

industries - unfair 'in the purel7 relative sense that labour 

is paid le sa ( or more) in one industry than labou ·of 
" . ' ~ 

equivalent skill and efficiency el$ewhere.. To quote 

Professor Richart •• Lester: 

1 •. 

•some industries have 14\lOh higher w.age · acal.es 
(both .foJ;> ·unsk111ed am skilled labour) than do 
other industr.ies. In terms of both entrace 
rates·. for common· .labou:r $!td of average hourl.J 

Clark Kerrt· awage Rel.a:tio:nsh~ps • Comparative Impact 
or Mar.ket and .Potrer Forcesa' in John T.· DU.rll.op,.(ed) • 
~he Theott of Wage Determination, Ma.emillan1 London, J§Q:.,: . .. . .· ' ' 
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· e·arn;iligs for· aU production lforke:rs , the , . · · 
follotd.ug are high wage indus.t:ries not onl.J' ~ 
this country but also·1Jt general; petroleum 
refining .... ' e.utomobUes 1. r,a:1l.wft3 equipment,. -
ohe~~als, ru.bbel' vres and tu~s and aircraft. 
BJ the same token, wage scales are relatively 
lOW tn such industries as tobacco. cotton 
test1J.es, food preparation and canning:• lUtnber, 
and fUl'lU. tu.re. · 

Various e-conomic fact.ors have_ been singled out to 

explain Wby wage scales c:an b3 and are higher ~ sOu!~ 

industries than in others.. lrotessor Riehard. A. Lester 

ofiera the following arrq: 
: · .. , 

ustatia t1oaJ.. comparis<me indicate that a:rt indu.strJ . - .. . ) 

1s 11keiy to have relativelv hlgh average hourly earnings . ~ . . ' ·. ' 

if (l) it has a large capital investment per worktifr;. 

(2) labour costs are a ·a.ow percent~ of .its total production 
. 
costs. { 3) empl.oyr,nent in the induetrJ na.s been expanding 

. . . 

ra-p.idl.7, ( 4) its produot1vitJ ( ou.tput pe~ worker)· haS been 
~ . . . . ' 

increasing more than the average for. all indue try, ( 5) the 

indu.rrtz-:v iEJ. higbJ.t unionize], and. ( 6) its eld.ll. requirements 

e.a-e f.a.irlyo high.~ 
The relationship between each of these factors and 

high wages is not 1~ely to be pe~tectly consistent. 

Nuttleroua exceptions can be found., p~tly because competitive 

conditions in -. industry' a product markets infl~eme :lts 
# 

a.bil1t1 to p~ wages. Nevertheless there is some degree 

1 • Ric~ A. · Lester •- op4! cit. • p. 57., 
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' -
wage t!J!:re:t. md s~oh factors as ca.pi tal. ~vestment, prop or-

' ' tion of labour eo,sts •. cl1ange$ ttl total. employment and. 

productiv:ttr, mdonizattoo. and skill requirements.• 
} ' i 

ror e~e.tllple, . ·we are pertectly justified in a:t8;t11ng 
. . . 

· that the higher the percentage of costs made ·'Q.Ii b;y one 

factor ot production the .mo.re cost conscious e. finn is 

likely to l:e about this j!a.ctor. Thus. if wages const:i tute 

a small percentage of costs.; as is possibl7 implied by- a 
. ·-. . . ; ... 

high Ot:q),i tal labour rat.io, firms may not operate at lowest 

p<;tssible costs With regard to labwr - "the Uporianee of 
. " 

b~itlg. lUlimportarl't" • A fil'Jn nth a high capital labour ratio 
. . 

will also probabl3' require a high degree of depehde.b;Uity 

end· ca:re fx'®l ·the workers end this mar need t·o be re11arded 
' . . . . 

'by higher w~•• 

Also; those . firms whiCh are increasing the~ labour 
. . 

t~rce faster tb:an others may hare to otter higher wagf3s to 
• > - • ' . '' . 

attract labottl'y. Trade unions, too, mq have an. affect on 
~ ' . ~ . ' : ., . . . ' 

wages. fhe basic argument .ie that b7 restr:Lctiilg the free 

supply of lab~ur~' unions ma.y be abl$ .. to. raise ·wage le;ve~~· 

AXq" dU:teren. ti ale t-rhich emerge :from this will, depend on tht:i 
. . ' ' . . ' ' ' ' . . ~ . .. . . 

.. 

1. Jules Bachman and M.a. Ga.ittsbrugh. .Behaviour of Wages • 
.. S.tudies · in Business Economics No. t 5 • quoted 1n Jules 

Bachman,. "Wage l)et~~tian~~ Qp., cit. · · 
', 
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Compdit:.t.v~ oon~i tiona in. an industt"y• s product 
~ 

markets 1'1181 also influence its abU:I:t1 to Pa'3 wages. lt 

.iS nomally postulated that t irma· with market power a:re in 

a position to earn super normal. profits and its quite 

possible that some of these will be shared with workers. 

!bls rna, 'b$ )> eoause they f ear government intervention. On 

the other haaid1 i.t may be the case that firms eal"ning high 

proti ts . at~act greater pressure f~an 'Wlions_. On a 

somewhat different 1evel1 ,it is norm(ll.ly ~gued that where 
~- ' ... . 

~cmpetiti~· ~ressures are weak there is a tendency tor sane 

tl$s tQ prefer the easy l&fe and not to watch .. costs as 

closely as they· vould if competitive pressures were strong. 

Product market monopolists em· dU.gopolista are 1n e. much 

better position to pass the cost of h~h wagee on to the 

consumer than the firms and industries lthich face strong 

. compel ticn in the product market. 

Other thi.ngs equal,. firms a.m. industries with higher 

outputs pe:r man hour· may be expected to be more· profitable 

and, therefore, better able to sustain high wa8~s. Envision 

two firas that are identieal except that the av~~a.ge produ-. . . 
ctiyitr of 11orkers 1n Firm .A is highex- than 1n Firm B. A 

Cal\ pr:oauce the same value ~roduet With fef!Gr workers at . 

lower labour md total cost. ~he sprE'lad between totBl 

revenue and total. oost iS (assuming both firmS .are profitable) 
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great~ ~, J{~f:~~~ .in 13~ . wages can be highet. :in A withOut 
I ' 

rea:,~cing prof.! ts be~ow those 1n B.. Al!isuming that the two 
I. 

. . 
emplorers' ':resistance to wage demands is the same at every 

absol.~te ·~r~fi t level~ emplo,.ees will be (t~e to ~crease 
.·' . . ' 

thei~ earnings ·iii A to a level above those in B. !n short, 

higher. prMu..ctiVi tt implies greater wage pqing ability. · 

~~eo~ est~p1isb.Dien1;s tna..Y' also be pos~tively related 

te the wage Js vels., : workers employed in large numbers a.t 

· 'plants rte.7 be paid more than their co1.m:~erparts in smaller·· 
. ' 

: . .e~te.b11sbfte.nts.. There &t'G: probabl)T 1'tWo main r eaaons :ibr 

this~ an the'. o~f!: h~d~ a higher standard of d~pendability 
. . . 

. and regime11tation trill be required from such emplo;ees and· 

as a recompense :for thi~ a"Qd as . an ~oantive for 1ta 

maintensc~ ,higMr tta.ges m"' be offered to the wo~kers. 

On the other hand1. the power of 'tr~e unions mar be stronger 
'\ ... ' . 

~ large plan~~- ./Also the smalier firms he;tte neij1er the 
' 

. large ·reserves of assets to fall back tipon :tn depressions 

n<Jr th~ 'Varlet¥ ·o.:· .. pr!,)ducta. to compensate for 1oos ot 

demand when consUltier tastes cba.nge.. E~eu.tives of· such firms 

are reluctant to cotmni t themselves to high• and increasing~ 
.. 
l'igid" wage :levels. 

In industriEJs doing shift work, wages are likelf to 

be higl~:~r to cc:JBpensate the· workers for the :t.negu.larity of 
. . 

the .hours worked and for night work. Al~o, in industries 

where men and woxnen .are competing groups., it is possible. 
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; - i ;- -,. 

since temaie wage' levels have generally been l.ower than 
I . '• • ''•t... ,· 

male wag4h:s, tb.at the higher the proportion ot female 

·. ,. workers in an industry,- the J.mr wUl be level of male 

wages•, sihce higher .male wages mq lead to substitution 

in favour a! w-omen., there mat again be a downtf&rd bias 

1n regression.,. 

As stated earlier• inter-.i:ndustry wage differentials 

e.l'e in part geog.t"aphical differentials as tiell. .It is a 

well e.stablishe¢ £act that wages hl certain areas of the 

.coUl'l'tc~ are h!fW.e:r .for iaent:l.cal 3obs than they are in 

ttth~r areaa, fhus., ~ess industries al.'e even11 sp;,.$ea4 

throughout the count%7 there will be wage difterential.s 

between industries on account of the regional faetor. ~e 

av&rage :e~inge in • .industry w.Ul. tend to be higher', 

higher the proportion of its total labour ~orce -loyed · 

in high wage paying regiote and vtce-vers~ 

Labour eoonomists aeeta t.o agree that the etistenee 

of irlter•bdustr.r wage d ifiere,ntials and changes 1n these 

d:l.tferentials can• t be explained by any one determinant, 
... 

but must t"a.the:t- be. accounted for 'by 1he interaction of a 

number ot va:r1e.bles. Various wri tet'S differ cons!. derably, 

however,. as to the relative 1mportance· of ditterent factors. 

HaVing discussed• in t.bis ehapter., the nature ot 

various t)'pee al wage d1f£~rentials, specially the inter-
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illdu'stJ:7 ·a.uteren:ti$l.el' and .also haVing got oursel-ves 

acquainted rith the fadors affecting these d1fterent1SJ.s t 

we shall ·now dis ct;tss til tb.e £ollowing chapters • the 
' 

problem of 1nter.;Uldv.str1 tfagG differentials in th& 

ln41an CQnte*t. 

In Chapter 2, tie discuss the nature. and the extent 

of the il'lter•!1.;ruiustl.7 ·trag~ differentials tha.t prevailed. in 

India in the .per;lod prior to our stud,-. Fo~ t~s purpcse, 

we ha•e taken the help of secondar:r data .• published in ..... . . 

va:z~ous P'llbl:Lc~tions, and have .tried to build a broad. 

picture ,of .1.llter-1xtdustry wage differentials 1n India •. 

Pur~h$rmore, . thEt· period be:tOX"e 1960. has been divided int\l 

. ·three parts (il pxo.ior to Sec.ond world War; ( ii) from the 
' 

3econd. w,orld ·.wat- to 19So, and (iii) from 1950 to 1960~ 
. . 

Chapter S deals with the stu.df ot· trendS in inter-

i:ndust1ty wage structure 1. e.; the rela.ti~e position of 

17~ious industries in the w.sge b:terarcb$', md the :l.:~:ter• 

industrf t<rage differentials over the period 196()..70. 

Chapter 4 starts by d~souasing the factors which 
' 

m~ht be expsoted to lead to these differentials and in 

Chapter 5 ~1e examine their influence 1n the st.tistical 

.analysis. i'ina.lly, Ch~pter 6 concludes the rlieenasion of 

. "our findings. 
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• 
GENERAL 

Before W$ go oV'er to stna, the extent and CSQ.ses of 

inter•industl'J wage differentials dur:lng the 60s 1 it w:ll.l 

be u.setul to f!P iato the llatorr .of inter•induatx-y wage 

differ~ntiaas 4I1J they ansted prior to the per1od covered 

by this stuctr•·· · 
!!!he question of i:rlter•i:ndustrt variations in the 

I . --

wage r.a:tee il\\ mat:mfacturbg industrr could arise on:t7 after 

modern industx-y developed in the oountrf+ The origin. of 

manufacturing il\du.a~y .1:n India dates back to the ld.ddl.e ot 

the nineteenth ce-n~. Rowever~ till the end of the last 

centuq and the beginning of the preset one., the growth 

of ·modern industrr was limited and that too ve'J!I sporadic. 

!he :main impetus t() the growth ot aodern bdustry caJn-e during 

the two World Ware·, and following the ~ant o~ difJ~inlinating 
• 

protectt·on during the J.ate twenties. ·This w49 because ot 

the taot th~ the wars pl'ovided not only a great impetus to 

. the demand for the Utdustria.l goods but also reduced inter

national oQn1pettt10J1., As moat of economic activity itt .Britain 
.•· .-.- .· . '\ ';\ . . . 

du:tfing these wars ,came t() te QQcupied b1 the ex:Lgenc1ea of 

war, .the Ind..iart mat"k~t '.f$S left free tor the indigenous 
\ 



.'.industr7, ~he~e~ ·~natu-ral. tar:if.t's" helped, though to a 
- ' 

:u.mited exten~ .... in fostering industrial growth in India. 

,;~he-· data. regar~,g the extent of prevaiiing. wage 

di:tf~~ntia.l.s in: manufacturing indmtriee dUring tlie early 

ph$3e Of. 3tld\lstr1a1 de'Velopment in India are quite sc~ty. 

The earliest available tigures relate to the: year 1900. 

fhis partiQ\lLar .consi'del'at:Lon has for cad ~ to begin -our 

analy$is :from·. 1900. The· present Chapter has been divided 

itlto four ~,tections tor the s$1t$ of simplification, Another 

consJtlera.tion for sub-divid:ing the studY was the fact that 

the s~ces ot data. for these periods were different and a. 
' ' 

I ' 

wage differen1iial.s ·cOUld not be constructed.- Section 2.·1 

deale with the trends in in.ter-ind11stry wage differentials 
' ' . . . 

during the p~riocl 1900•.19,9, The source ot data for thiS · 
. . 

sect'ion ie .Atn!fa X~ar :Sngacpi• a_ studJ• PrJ.vate ·I,pvestmsnt · . 

;.~~ ltid1.11· f·~•t2~2. 1 
Seetton 2.;2 covers the pe:f:..iOd 1'939•50. 

. . : 

.It rnakas ·use of the <lata oollected bJ' Labou:r ·Bureau:,. Simlat 
. ,. 

under the J~ent of w~s Act 19'G' f.or ell perennial 

1ndustr1ea, 2 Section 2.3 deals with th~ inter .... industry 'Wage 
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d:Ltferenttal.s · .d:Q:r~ ·the 1950's and baa · two sources 

·Of data.. !fhe flrst is the Jn~iM Ji&bour, s ti,13;Bj1cs and 

second are the stucU.es bJr c.K. Jobr.i · ~d N.c •• arwa11f . . 

ad by I?.X. Sawbney. 2 sectj.on 2.4 sUtnnia.rises the findings 

of th~ chapter. 
L . ·. . 
There are reasons to believe that inte:t•indu.stry wage . 

ditferen tials existed riBht tr01ll the b eginning of the 

modem industry in India., The first and the f ore1Jlost 

x.,teason responsible for these differentials is that the ·,, ' . . . 

suppl.F ot labov to different industrial cent:res ar4 

consequent11 to different .irtduetr:tes JAe¥ have differed due 

to the "rigtd1t1es" 1n th• labour market. !he differences 

:1n 1b.e growth rates of popu1at1o.Q. can aftect 1he c:ost of 

l$bour. Add to it the $.mmobility of labour force due to 

lack ot !:Qtormat1on1 coat ot movement; or a·Ollle other 

institutional factors and d1ff.erencEJs ~the supply curves 

ot labour for different illdustr1al. cenb'ea can be easily 

visua.lized.....-

Industrialization in India began in the port towns.· 

A peo~iar tee:tu:re of indust:rial. development u India can 

1" c.~,.-. J oin'1 &Ud N ·P~ Ag~al, "lnter•Industrr Wage 
. Stru.ct'Qre in India 1950..61 • An· Analysis:a India.n. 
stourntf ,og indytrial. ReJ.atiOhBt Vol~ 11 .No. 4, · 
Apr~ ·§I ~. · · · · ·· · · · . 

2. P~X.· Sawbney. "Inter-Indttst17 Wage Ditterent1al.s UJ. 
India", Xndiat;l- fc,omt.c Jsnal, Vo1. 17, No. f, 
July..Septemb8r · 9~ •·'· . 
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be seen in the fact that whereas in Calcutta and Madras, 
' 

·:~lost ot· the tnci'uatrles ~e developed with the help ot 
• ' ' J ' • I 

;. »r':lt!ieh capital, in :Bomb~ p~ovince the ma.~or ind11Stri~a. 
' · ·most important ·b~~g ·cotton textp.e, were ill the hm4s C>f 

'1J1d1gencnis · ca:pl<ta.l~ts. Reason for this mq be found in 

· the tact that sin.ce Bengal was ·the first .to be colonized, 
'• ' 'I I' t 

, .'. > 

·the ·main~.!mpa.ct. o~ ·the reckless ~conomic. ex.plo~tation was 

f~lt ill thia area. !his e :conomic ex~o1t at ion sucked out 
. . . I , , • 

· · alinoa t who1e ot · the economic sull)lus trQll this. area. 

lloweVer. ·b. ·western lnd1a, the lll.dian trading and money 
' ; 

· 1a%ld1ng c1.asses gave a tou.gb resistance to the. :British c~ital 

.. 'and were able to s'l11'Vive~ 1. fh~ explains the gloowtb of 
'•, . ' . 

1nc'U.genous': indttstry in the W~st~m Indla. .. ·. !he differences 

in· the ownership of Industry tnt'q'. also. l'Je ·one ot the reasons 

· t'or · the ·inter-industry varta.tion$ in the •ge rates. In 
• . f \.: ·• 

Bengal ~d ·Madrast. the BritiSh empl..oyers, since they belonged 

to· the ruling race. could. easily combine themsel."Ves to cu.t 

down the· wage rate·s or prevent a rise therein. 2 

\11th the develop$ent of labour Ol'ga.nizations, the. 

strength of trade unions tTas also e:~ected to b ec.ome one 

of the factors explaining 1nter-1nd:ustey ~tage variations. ·It 

1. . Am!ya. Kumar Bagch1, •Refleqt1ons on :1 atterna . of Regional 
Growth in India :Dnring the British Period." , , Occa.siona.J. 
8:fer N_o~ 1• Centre for .Studies in Soc1al sciences, 
: .. -cutta,. anua.r.v t 97 6. . . 

2.· A•X• Be,gchi, Private ·Inves;,t.:ment in India,, op .• cit., 
Ch. 5, pp. 138 .. 144. . . . . 
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~·an· be<~n'Vi.s~d that· the g:-eater the strength. of J:abow..- · 
. .' . . ;· .. ~ . ' . ' .. 

~ 1 . . , 

wd.ous ill a particuler industry• the higher will be w~ ~ 
.. - ' 

i . ~ 

attec:t·.wage .. Ut;creases, they can at l.east1 . prevent a cut 
. . ' ·. - ' '~ ' 

· in .. ~~ .. ~a:t~e., ''.V#~a:t1ons ii. the trade union strength• 
·"'' 

' 
!r~Eart un1ons had . an .impact .upon .to. tt!r•4ridustry. wage diftere.· 

• l • • • • •• 

· nt~al.~ he$ b$en brought out .quite vtrldly bJ A.K •.. l3agchi. · 

. , fhua· we see·. that a n'W11be:t <ot varying factom were 1%i 
' ~' I • • . , , 

\ ..1~-; r. . . ·. . 
'exi.stence which ·8014d have resUlted 1n emergence and perpet-

\ ~ ~· 

~atiO!l of itlter•indu.atrial ~ vrn-iattons right trom the 
~ . . . ; 

~cep~ion of aod.e:rn industry 11. lttdb. ' 
'\ . . 

I.t~t ·• now tr1 to see 1!1e extent of th&se Uiter•· · 

. tiidusiiri~ WM& dlffer~noes m India dur.:tng the period. 
' 

Befo~e· the Flrat Worl.ct war •. industrial inVestment was 

alJnost ·$xclusiveJ.t. cont'ined to the two •hod.es• ·Bombav and 

Cal9Utta,: ,lntt Ahmedabad iJl.· the Botnbtq' Presidency . was 
' ' 

emerging m:J a .()SD.t're of cotton mUllil• D\U'ing the tiret .· 

few .yee.x-s after th:e First Wor1d War at$ well, it Wa$ tlE . 

mva$-tnu,~.z;tt .in the cotton mills o~ Bomb~ and Ahmedabad and. 
' ~ i ' ' 

3Ut$ miUe on the 'llooghl,- that d omina.ted total iiidustrial 
- . ~ : . ' 

i!ivestment;; sevex-a1 ne~ industries . ~ an modern tecbnique$ . . 
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roughly classed as producer goods .industries. The production 

ot refined· sugar in large scale units employing modern 

methOds had started before 1900, but the total output 

relllai21ed insignificant until. the latter half of the period. 

Among other notable industries emp1o,ing large scale units 

shQuld be •entionedt the match a:ai paper industries •. 

How.-ver, ·chle to non•a17silab1lit7 ot we.ge data. in 

these industries, 1t -rras not poss1ble to cer1.7 out a detail.ed 
.. -- ' "' 

:-an&lusia ~f 'f188e different:tals. .t\U t~t could ts done . '. ~ . 

was to compare .the w~s .in the ootton mUla ot »omba, and .. - ' ' . -: ' ' . 

Ahtt!ed~M. w-ith that of lfages in the 3\lte Jnills .of West 

l3engel•.· ·Taking up the :figures from K•L• D<tltt£\ · ~d Dr x. 
• , • • ~ ' i ; 

-
. moneJ ·wages to-.r the cotton mills of Western Xnd~a and tb.e 

. ' . 

~u..te · mills · ~ Calcutta.. 1 . 
- ... 

· Looking a~ the .da~a. C01Jlpile4 by · .t~X· Ba.Bebi ,. we · fittd 
- . 

that· the average tnOnthly aone.r wages ot workers in Bombq 

cott,on mills stagnated upto ·1900, rose 'PY about-a: ~ter 

'betweetl 1906•1910; fel1 tem.poraril7 ttpto .t ~1 ~rose sharpl.7 
' 

tU.l 1~" (_by a.b~t ~45%). ¢ecllned el~ht~t be;t-.ree.n 

I'.- ' 

. t • . ,. 
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1934-19'6~ ris.ing e.ga.in upto 1939. In -the jute· tertile 

tndustrr (in or around CSJ.cutta.) wages more or less 

stated constant uptill 1906t ~.ose moderately up to 1923, 

·tell rather sharplr upto 193,, i,ncres;lin~ marginally towards 

the tail end of the period. .In tJle case of the jute 

textUe industry .• -the upward movement lthen it occurred was 

:ta.thelrteebl.e. For inStance. workers in the jutf} textile 

~d~try were earning less in moner terms in 19SO than i:n 

1913·• :81 contrast there was a .strong ttpltard trend in the 

series of money wages for workers in :Bombay and Ahmedabad 

cotton tnills. Whexoeas, the absolute difference between 

the averl;ige mon·thly m.oner wages of workers in Bombar cotto.n 

Jnills end that of Calcatta 3U.te mill& was Rs. 0•29 in 1900• 
. ' 

.it rose to .Jl$. 1 ,87 in 19~4 and ·to ns. 12.$5 )i.n 1920• !he 

·difference stood at ns. 20~26 i:n '19,0 ani :t'-nallJ tell to 

Rs. 15.71 in 1939• Looking at the terminal. y~ars .of the 
. ~ 

series we f4\'d that 'ihe_ money wages ot mill WOl'!kers mcre~aed 

between 1900 and t9S9 by 188- in Bombay cotton· textlle 

mU~s. 208% in Ablfledabad textile mills and just by 637' in 

Calcutt$ jute mills~ ~hus, tbe available da.ta_ clear1J' 
'· 

points· tottards ·an increasing tfage dispersion between these . ' 

. . . 
fhat the data are not ~ry represe~ta.tive is ,ve1:J. 

Cle~11 mentioned by»agQhi. H?wever, far the p~ose of' 

having Q broad pictur,, these date. are quite useful. 
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·~One ·of the relevant factors in expla.Uling the 

d.J.vergent movement ot mone;v wages in these two industries 

runs in terms of differences tit the situation regarding . 
' . I 

the .supply of' labour to the two major industl:ial centres. 

~he 0 0atchment Area*1 for the supply· of labour to Bombay 

and Ahmedabad. was for more restricted than that for the 

supp]3 of ·labour to the factories of eastern India~ The 

factory pOpulation was derived to a. far greater extent from 

the' immediate l.ooality,in :Bombay, Cawttpore or Ahmedabad 

than 1n· Cal~tta and its suburbs. Also the sU.pply <E>f labour 

to aute mills on the llooghly was a part of the mueh la:rger 

stream Of labOUr migrating :f':rom other provinces ot In&· 

to the coal mines, .plantation and factories of· ea.Stem 

Indi~ Apart f'romftthis, the plague and the famine at· the 

turn of the cen'tu%7 and the influenza epidemic and. famine 

ill 1918~19 had a· mu.ch severer impact on the .natural rat~ 

of gro,.rth of popUlation in Bomba1 than on tba.t in.BeMalJ 

hence one ;1ould eXpect to ~itld, given the same pattern of 

development o:f demand for labour• a gr.eater upward pre~eure 

on '1agea in the cotton textlle mills of Bomba$' than tn 

!he diwrgent Jnovement of morlef W'agea in the cotton 

mt~ls of Bombay ud the jute lXI:I.lls o"f Calcutta can also be · 
. . 

attribt1ted to the greater power ot worker's organisations 



1tl :Bomba, than in Caleutta. · Whereas•. no J))ol'e then 41' 

of the workers in the 3ute mills were organized in 8trf 

ti'a4e Ul'J.ion; by contrast. 1n the !omba.y ootton mills 
f 

·42. 5~ of the operat1 vee were organized. in trade unions. 

One ·can ol.a1m that on the whole, in bldustr~s dominated bJ 

European eraplo;ers, trade unions were weak. 

· The tht:rd tactor to wh1cb a reterence can be made 

1J:t the re.lative prof:ltabil1tf1n differe~:t·induatries. 

How$ver,. th~re is not .muoh evidence of this profit .f3haring 

in the case of eitber cotton or jute te.l(tile work~rs. 

In short .t one l#a;n say tbt due to the operation of 

a nu.tn'ber ·of factors., there was a tendency towar'Cls increasing 

4:Ater•tndustl7 wag$ different1als during the :tirat tour 

decades of the twentieth oenturJ. 

!fhis section is confined to moveiDe:nts in monet earnings 

in the organized sector of emplQJment since 1939~ 

!I!he ;Stat:l.stice of earnitlgs of ~a¢tOJ:1 labour are 

a.er1wd fran the returns whi,ch employers are required to 

:f'urt1ish under the Payment of WagesAct; 1936. This Aot applies 

to persons emp1oy-ea, in azt3 tactor7 and upon C7 :railway :La 

receipt of, wages ~d salaries which average be~ow Rs 200 

per month. 

The ·earnings figures canpiled' by the Labour Bureau 

include ( 1} baste wage., ( U.) all. allowances including 
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clearness allowance, prochlcrtion or 1ncen11ive bonus, effic1-

eney bonus and .other parments such as remuneration for 
. . 

. ' 

o~ertime lfOrk,· liolid'WS or le$Ve, ( 111) arrears.. It does 
I '. .! . • . ~ . 

not in olttCl.e value of ·al'l3' amenity proVided by· the employer 
•. ~ . ; . ~ . . . ' 

or tf1X1 travel.J,.mg allowance or employer• s .contributi.ons 
) ~ . t 

to ant pension or provident .fund. or e.rit~· graintitJ pay.able on 
. . ' 

discharge or anycs.um paid to au employer to defrtq" special 
.~ 

. e~etl$es entailed an him by the uature ot his empl.oyment. 
·. . . 

:~, 

In tact, accord!ag to official aiiml.ssioltt •the l>ractic~ 
. :• ' ' ... . 

. regarding the exclusion of the moner value ot concessions 
: . '' . ' . ' . . ' . ' ' . . . 

. ' 
Slid the annua). or profit bonus bas not been unifwm'*. The .. ' 

• i' ' ' ' 4 • • 

,l)er ca!)ita average annual ea.rningFJ are obtained by dividing 
' 

. the ~otal gross wage. bill for. an indus't%7 by the oorrespon-

ditlg average da.Ur etnploy.ment- 5!he per capita. average 

annut;il. ,earn11:lgs are available in absolute :ttgu.res as well 

as in the fpm .of indices W'ith 1939 as the base year. 1 

,.An.other source of data for this period could be the 

stud:r on 11Real wages in ItJ.d:la" 1939•50 h1 Shreekant. A. 
. . ' 

Palek~!t 2~ f}te :i.nd"strial. cl.assifica.ti9n adopted by Paleka:t. 

is slightly more detailed :than the ·One adopted by the 
. ' . .;.. ·' ... : . ' . : . ~ 

Labour Bureau, llo~JeVel" •· .the m~ lim1:tat1on ot the stu.q . 
; ' 

1.~·· The ft},di§! L§bou.r Xes :sp.gt, 1949--SO, qp.. cit. 

2.. $}lreekan1: A. P&l.ekar, Real; Wages in. India 1939•50, 
Bombay, International iiook Houee, 1962. . 
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~ . 'i e ' . ' ·r . ' • • ~ ; . 1 . . ' ' . r 

b1 s.A., Pal.e'kar i.g, that the .figures of average annual · 

earnings are given. An the tom of irldiCQS only~:. w1 th a 
l 

¢ammon, base year• and not in absolute ~lues, which makes 
~ . . . . 

it l,e,ss useful tor a study of wage diff~rential.s. lt·W$ 

"- titts shortcoming ot th.e. data· presented by Palekar, whiCh 

had. compelled us to rely on the one given 1.:11 Labour Bureau. 

~hoUgh in doing so, we .n.e de~ing ·with 
1
;a Slightl;v more 

aggregated. industrial classitication, but for obvious 

limitations of the other source this cnmpromtse had to be 

••• 
~e ftgures of average annual earnings for V'~1ous 

rears and industries have been pres·entad in fable li o. 2.1 • 
' ' 

!J!~ Bl'd ve at some Jileeningiul oonclusio.ns 1 siliple statistical. 

com.put a.tions were rDade. 

At first .stage of tbe anfll,:rsis we. shall see tle 

trends in. the tnteP.industrr wage structu;>e 1. e.,, the 

extent to WhiCh the :relative position of the various 

mclustri.es in the hierarohica11tne of wage pqme:nt has 

altered' during the period uncle~ ~ew" !fO do so,· tm. rank 

ctt.rrelatiOn. eo~ftioients ot the average annua+ earnings 
. . ' ' . . . 

in various incluetries lBtween the init~al year and the 

subsequent yeax-s were calcu.la.ted;; fhe Qoeffic:tent of ·~&nk 

·correlation ·between 1939 and each one o:f' the subseqU:ent 
' ' 

rears shows continuous decline till , 944 'Wt improves consi-
•• f I "' 

de:tably therea.tte_r. lN)r example t the rank correlation 
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• .. . . . . 
4. Eltgine~ring 265.5 34S.e'O S71:.5 S.29.0 589~8 6S,.t 696.t 698.7 879.4 i's.t (8) Hi> (4)' ·l4) .(4) <''· (4) (7) (6) ' 6) 

- ~ . ... - . -s. Rin&rals ana 457.2 491.5 1l1·'· 502' •. 1 i7,.5 'Got'•9 f99,8 S86.1. t~;J·1 1136.'5 
Me-tale (.1) (1) ' (6) SJ (6) . 7) (') (3) 

r " : ~ 

'· Chemical• and 244.8 22-9··6· 23B.t 398 .. 0- 1:4.6 445.2 492.4 5'92 6 663.8 if~f' . . 
Dyes (9) (tO} (to) (9) 8) (9) (9) (9} (9) 

" ' 



·~ ,; :. 

1 2 ' 4 ' 6 7 a 9 1 0 1 
- I 

1 

7. Pa:par and :532.?' .,,o., 324.8 ft4-~0 t'4.1 S6e.s t~f· 4 -n~·' 8'5·' {''-·' Pr1n'bi.J18 (4) {4) '(7') 1) 9)- '(7) (7-· 7) 
~ ·' -a. Wood- Stone 194.2 t75.-3 '199-.t 303.f ,,,·8.4 t•'·' 1'4·' (95.4 561.6 61·5 •. 6 

and Glass (1t) -(t 1) (ttl (1') ( •. }f'l to) to) 1t) (1t} . (tt) 
. . " . .. .. ' .. '\1'._ ·' ~ .. " . . 

'· Bkme and ~~~·-8 .32:7.1- 351.9 11·1\.o 532.A f''·1 558.2 60f.9 826.3: 889.t 
Bides ('(:. (6.) . (') - 8) :.{1) 8) (8) (8 (8) . (8) 

-· ~ .. .... ~ .. . 
10 Qrdrlance 361.9 408.5 t~J·4 527 .• 4 U'·s 642:.8 7~~.2 7§5.2 918.0 1127.4 ... 

Factories ($) . (]) ' (5) . .6)' (4) J) 5.) (5) (4) 
•'j 

" .. .. - . . 
11. Mints 367.4 162.7 f91'•2 574.4 695.2 661.0 8$8 .• 7 'toy:t.2 '1i~·2 · 1f'1.2 <?> . __ 2) . 1)· (2) (2) . (2) (1) (1) 1) 

.. 
~ . 

P'~ee •tn-. b-rackets show the raub. 
(sar~,t,c sW.Z.ce: !hB lndial'l. Labour ·rear Book) .. 
. -.. .""' 

·'6;~··· ~ , .. 
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. eoetfiol·ent between the years 1939 and 1940 is d.91J it . . 

aeoline$ to o.as .tor the years ~939-io41, turtbe~ to ·o.64 
tor 1939--41,. the .. lowest ·beillg 0•··57 for the' yeal-a 19,9-44. 

After this tt· rises consitltently throug.hou.t the , period• 

the rank QOrrelation e<?eff.icient between tl¥9 yea.1~a 19,9-49 

being 0.- e6. The same trend 1a noticed tf ·lte take 1940 

as. the base·.1ea.r· and in this case the ·lowest vallle ot the 

c6efficie11t is o·.45 for the period ·1 S4~4 attGl' Which it 

recavers significa.ntlf':•· 

, the decl~e 1u the coe:f'ficient of t-ank wrrela.tion 
' during the war yeanJ and subsequet1t tnet'ease during· the post-

w~ ·years olearlr suggests that Whereas the war Jea'l.9· 

witnessed signUictU'lt ·shifts in the relative position of 

the various ittdustries in tne hie~ar4hi:cal. line of wage 

p~tru3lt1lt th~· poe~wa:.e .rears 'ttere charact~rized by a tendency 

towards their reversal to the pre .. war ·positions,·· uo that the 

o:wrall piQture that one gets is of' a. J:emarkable stabilitr 

in the '1n~er-mdustry r wage st:ruct~e t~ the pe:riod 1939-49 

,as a whOle, a$ is evlde?J.t t'c.om a rank Q>r.rr:lation coefficient 

ot o.-a.6• · · 
~his phenomenon beooinea further clear if we· look at 

che.nges ~ 'the rela.t.ive position of some indi'V!dual: industries 

~ order of ·their wage ·.pf~Nments4! !l!ext1les 1 £<»; example, 

rose ~om tl'le 61;h pos.ttion in 1939 to ·the Srd ~ 19441 but 
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su.bsequent17 decl.ined to 5th posi t1on i:r;t f 949. TboUBh 

this ·group oi industries showed a relatlw decline during 

the initial fears of the war, the rank. moving :rem 6th 

1n 1939 to ,Sth 1n 1941 , bilt recovered siEJ).ificsntlY' du.r:lng 

· 1941•431 though 'b1 1949 it had lost much of the in1tm.1 

advantage. Cotton1 a constituent of the textiles group; 
. I . 

also followed a similar trend. .Fram a rank of 7 ·J.u 1940; 

it becaille the highest yage pQ"ing industey towards the 

last re $1'$ of tbe war 1 but it cOUld not retain this disti

,nctio• durtng- the post ... war Jea.re. Engineering industry moved 

· f:r:om 8:th p~tti'on in.1939 to 6th 1n 1.949., after occupying 

the Sr<l rank 211 1 945. 

So the :i:ndustriGS which exht bi ted considerable upward 

shift on th~ "'age scale during the war· period, mt declined 

thereafter, were mainly the cotton tex:tilea and engilleering. 
' ' 1 ' ' ~ ., ' f 

. This tA. turn q~ be explained tn terms of the ex.pans ion that 
• f. :. ·.1 ' ' . . . . . '.' . 

the,v undE)rwent during .121e second world war~ The second 

world. w.a:r brot1;~t a matei"ial change in the fortunes of the 
• 'I ! (\ 

:, .' 

ot cloth inoreaaed by about five times betwe·en 19.59 aD1 
) ~ . . ~ . . . ' 

1.94,,, FOr t;tte first tiine in its history, '1;he industry was 
~ . . ' 

cont;ront~d with a demand for its products tar in excess of 

tlle O$Paei tJ ~· While there was a vi:rtuaJ. cessation of imports, 
' "- I . ,. : •' ' 

tJle requirements ot the rapidly expanding defence services 
. . ' 

' .. 

ad of the civUian popula-tion went on .inc:toeasing. l3esides, 
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'·\the· exx)o:r.i. b®ineea whiQh had h~ therto remained a mere 
• ' J '· 

·si4G;1itu~.,. sUddenl,- assu,med .large prOp.ortions .... ~owmg 
I 

to the wttb.draWl . Of llri tdn and J a. pan :frO$ the world 
.. ~ . . . ' . 
''' • ,. I 

m~ke't;i· ·· Xn: tet'JW;I o~ itP o C:lPaci ty., production, ·market 
\ .. , . . ' . 

'\pr~cea 1 prot:ttl\1 atd ·employment, thiS period saw ·an unpreee-
. . ' . . . . ' 

·:.dented ·~ansion. and prospeJ."ity :Ln the indust:r.7. A natural. 

cor()ilary ~as the· grant ot sigAiticant wage increases· to 
.. \. ' 

· the worket-~. 

Engineering, industt"y also liJlderwen~ considerable 

· ·. •xpansion dUring war yea:rs• Empl .. oyrnent tfent up b1 about 
.. . . . 

· 80%.. fhe industries t·thi Qh e~a:nded most 1-1are coach buUdi.ng 
,; • ' I 

ezrd motor repe.:t,r1ng,: .ma1nly. be ca.us~ ~·oth were o.l.lle6tlJ . 

. concern~<i ~ti th war time t,'equ.3.re~nts. During war time• many 

. ~Dg1n~erbig . concerns experienced '!ar:l?us dift~culttes such 

as shortage ot technieal personnel.• non-a.vailabili't7 of 

mach;Ule tools end cf iron .a!ld steel prodUcts ·and shortage 

of ~oa1~, Adequate1y trained technicians we:re fall as· compared 

to the detritin4 ~r their services. As a consequence, 

factories were out to secure their services at all costs. 

f!ntic!ng awar sld.lled workers with high~ wages was a common 
. ' ' 

' pract~ee. Shortage. of labour was not conf1ned. to sld.lled 

wolkem el.ono~ M~ cOnC$rtlS experienced diff.ieult1.es .~ 

getting unskilled l.abolU" as velllt 

4 trend opposite to :the one registered by cott·on · and 

eng1neering is dia¢erni})le in the ease of aetals ·atld mineral.t;J., 
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p~er an4 · p~ittt~ and orda11ance fac$;ol'&es.. ~his group · 
! - • • • . 

Of .. itldustr.ie:s ·suffered a setback d.u:r~g thew~ rears 

''bltt recovered thereafter, ~tneral.a and ,nletals, .. for example, 

\ltM® bad ·the -highest average Qnu.al earnings in 19,9 •. 

-Slipped, to the 7th: position towards the end of the war, 

but rose ·again to. the 3rd place ~ · t 949. l)eclitthlg .trom 

4th place .in 19'9 · to.: 9th in 1944 t·. papet. and print~ i:(i.dustey 

came to occupy the 5th position in 1 '946. O.rda:nance t aotor1es 
. . 

also tollow.e4 a··aimilar (;tourse. 

'!·o ·sum up, an aual7a1s ot the wage r$1k a trticture 

ot industries shows 'that wh&reas the group consisting . of 
. ' 

cottcc textiles ·.and.· engineering industries exhib1 ted 
. . . . '. ·. . . . . ' 

co$14erabl·e ·upwarcl mobility in the w&gC!J scale during the 
. f . , ' ' 

- war reara1: ·c)ppcsite was the trend experienced bJ the metal . . 

and.. Jnine.rals,. paper and. )rinting and orda;nance f.a-etories, 

wtth' 'ltle ·zoestUt that the rank strttcture. of 'various industries 
~ ' I 

at the olose of the tfar was much. at var'iance than at the 

· begirmirlg -of ·the war,. :aut after the war.,. the. war ttm$' 

$d~tages end disadvanta.getil were- beginniDg to wear a.war 

end ihe indust1'1es shOl~d a tendencf to return to their pre

war hiora.rchJ• 

fhis opposite movement at the two broad groups o~ 

industries 1tl the hierarchical lbte · of wage p$3Ueilt .in turn 

influenced the extent ot inter-.indust%7 wage differentials 
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' ! ' ', ' •' ' ' ' ' position · durfbt~r the war Jea.rs were the one which :were low 

w~~ pf\Ving j.ndustries in· the first· illetance,. a·nd the . ' 

indil.B'triee Whose relative position lTOl."Sened d uang· this 

period were the one which appeared among the high wage 

p~ing· industries· initially.· !rhUS upward mob;U'j.ty in the 

case of low wage pa,ing ittdust:ries and the downward mobility. 

in the ease ot high paring ones tended to .nerrolt the inter

~dus try wage differentials. !fhe coef,ficient of rank 

correlation· beween the 1940 wag& ra:nks of variou.s industries 
' ' 

' ' . 

and percentaes. an~ absolute increases therein;, over the 

period f940•44 gives a value ·of .0.12 ana. -o.40 respectivelf, 

auggeot!Ulg that low wage pauhg industries .J"egistered larger 

percentage ·and··absolute .in~eases than the high wage pqing 

on·e, tl1u& leading to a. compression ill the 1-]8ge structure. 

One can sq·1 ·aoCQZ'dingl;y, that thiS period was · charaoterlzed 

b, a tendency, tC)wards the equalization at wages. Also 

4~ this pario4 tha differential bemen tb.e hie;t·est 
I 

ennu81 earnings and the :lowest annual earnings allows a. 

Qontinuoue decline. ~e index ot highest to J.owest emnt£ . 

e~nihgS Which, .stoocl. at 280.4 in 19401. fell to 247 in 1941 

to ~26 ift 19'4:5,, lOwest being 18.5 in 1945. 

!ehia lllOV$ to1-rards equalization came to .a. half' after 

1944.. Rere we find that, the e.bsol.ute .and percenta&e wage 

1D.et-eases registerid. b;y various industries during 1944-48 

weX".e not at variarl:ce w1 th their 1n1:1iial. wage levelS in 1940. 
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The coefficient Ot ·:rank· correlation betwee·n. the wage -r2.nk 

of var:i.ous mdtm tr1es in 1940 end percentage .au! absolute . . . 

ifl~eases _ therein; during the periOd t 94~48 comes out to 
. ~ . . ' 

be o_.7· alld- o.9.. Th1s inVariance of the wage increases;, 
·, .. '• 

absolute as well a.s percentage, to the i,nitje.l. wage le'V$ls, 

led to e dispr~al ~- -the wage struoture_. Also the index 

of the highest annual ear.nirlgs to the iowest en.r.ntal earnings 
.• 

shows a. continuous in-crease during this ··period., From 185 

· b t945 ,it. rose to 216 :ln 1 947 and fu.rtle r to 254 -in 1949. 

~ values of the coefficient of varte.tto:n which have been 

given in ~abl.e :No._ .2. 2t a:Lso exhibit the sane trend. 

!lo ·concl:t\de the findir.gs of (this section,. we note that 
' despite the .si.gnificant shifts that toolt plaee in the 

. . . 

relative poai tion -- of various industries .tn the wage h!ierarcby 

during the war yea~ 'the .~ter•indl.U!Jtry toJage- structure 

$h01f'S conside-rable stab-ility over the period 1939•50 aa a 

whOle;t Also~ the tnter•indUatrr wage differentials whiCh 
. . 

narrowed dttring th~ -~ ·years~ widened. t:Jubsequ.entll" durJng 

' the post~war rea3;'S~ 

. . ' 

during· tbie period: .that the planned de-telopmezrt ot tndie.n 

~conomy WaS ini tiated• fhis decade rovers the span of two 



'lear 194;0: 1941' t94' t944 .f'945~ t946 1:941 'f948 1949 

Mean ''5•'8 ,,4,.,6 479~1 548.5 568.8 615~-5 728.'2, 890.1 983.9 

S.D. go: .• at 89.71 107 •. 24 '11'9.11' t05.06 126.68 170.:59 221.41 234.67 -
c.v. 26.86. 25'.96 22.~ 21.84 18~41 ao.;sa 2,.4, 24~86:, 2,.85 

In,dex of max. \0 ' 

m.:ln. wages 280.4 246.7 225.15 2t2.:6 ,8,.3 ~02.1 -21~.~ 24a.a. 233.5 
·,.· I 
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., 

five year. plans .• · .. · One Of tlte o'baeet1Yes Of. the :·Indian 

· ·Platm11lg1 ·r.!ght #om tb.e tbegJ.:An!Bg 1 bae been J'e4uction 
. . . . ... . . . . 

.. ~ ~c,Qtlomtc· d*.sp~1t1ea. the ·broa4e:r: .t~ld of eo,onomtc 

4lsp~~tiee eneom.palses tl\e .inte~$,ndU.Strif4 wagt 
' . 

4ispe.rtt~es, as .. ~11~- %1; is ~ ord~r ·to haw an idea ot 
. ' . . ' 

· . the ~paot .Qt planning pro~es a£, ··li • .~ther pOl.ior 

measure~ . taken bJ :th$ sov~ant . •as ~e period that. 

we have ·•~•r'e.lttJJ. ~o de"oi$ a separate sectton to the· 
' . 

study of · tl'ds part~c\tl.ar per~Od •. 

!flhe .Efta.tisti(i:s of earn.U1gs ot faetar:r .la.bo~ are 
. . 

.. ae~4V$d trQn the ret~s which ·employ~s ur:e ·required t~ 

furnish ~e~ the 1a.yment o1 w~es 4<at, 19'6• Thts Act 

app].les to p$rsons etnplo:yea, i.tt aDt. factOJ7 and U:J>Illl anT 

.rafiwar tn ,r,celpt ··Of wages and salaries whiob. .aY$~age 

bel<nv B.s. ·.200 .per :mOilth. ~he per capita average annual. 
• ·' f. '' . - ' .. 

·. e.~fd.ngs u th1rt7•0ile to,due~~1ee BJ.'$ sivel1 in !able 

lo • .2.3. 

!he f1rs~ d~e (4 analysis 1S w1th a Yiew to $eeirlg 

how tb.e 4U'teren" .~d:wstri•s .haY$ beha.vEtd during the pe;o,1od 
. . 

\lllder ~ev#.e.w, i., •.• • $~,he~ th~7 have moved down or upt.p 

. anr apprec1abl• tepee. ~~s will show waeth.. the ~te .... 
. i.,_d.uet.-r wage stru~1ure i.e.,.,. the ~l.a:tive poa'-tiem o1 the 

various iri.d~trtes . in the Uorarcb.lcal. line of wage paymen-t • 

ha.e aJ.t~red znuch ill i!lecent ~ears. 
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2. 
3. 
4. 
5·. 

6. 
7. 
a. 
9. 

10. 
11. 
12. 
13. 
14. 

l s . . 

llDI.ilD•t. a:. a 
AVERAGE ANWAL MONeY EARNINGs OP PACTORY vOJi<ERS DRAWING LESS THAN IS. ·:;DO 

· , PER MONTH BY INDUSTRIES •. -

INDUSTRY 

P:rocesses Allied to Agriculture 
,(Gins and Presses) 

Beverages 
Tobac:,co 
Cotto·n Mill-s 
.Jute Mills. 
Silk Mills 
V\Colle,n Mills 

Ebotwea~. other weal'i ng apparel 
~ nd· Mad,e-up textile goo~ s 

\l)od and cork except furni. ture· 
!b:rni ture and fi-xtures 
Pap~r acnd Paper Pxoducts 

Paper 
Printing Publishing & Allied 
.IndUstries 
Leather and Leather Products 
(except FOotwear) 

1951. 

. 
153.( 31) 
480(29') 
969( 15) 
39·2(3)) 

1178(5) 
815(22), 
991( 11) 
988(13)<· 

989112) 
,, 

654(.27) 
9«:>.{17) 

95BE1$)1 

997(10), 
-1()!;2(8) 

. . . . . . . ' 

1953 ., 
~ ·. '·. . 

1955 
-~ 

.170(31) ;; .. 15-7(31) 
534( 29) 480( 29.) 
·9 J.6( 2:>) 984( 17) 
419( 3:>) 395( :D) 

l22l( 6) l3J2( 6) 

'9!4( 21) . 995( _16) 
953{ 18), 1!31( 10) 

1047( 11) 954(.J.9) 
1038( 12) l40 1( 12)' 

. 717( ~) 67o(Z7) 
883(22) ..... 681{.26) 

·.' 998, .16) ~3(·14) 
1032(.1$) 1.10·2( li)· 

(' 

1123(9') 1152( 8). 

.. 1957 

195'(31) 
&22(29) 
9~(21) 
518(3>.) 

1364(1) 
1037( 18) 
1210(!1) 
986.(.19)· 

!3:>8(9)·· 

1'17'(28) 
959(3>) 

1158(25) 
1213(12) 
.1218( 10) 

203(31) 
636:(3:>) 
978(22) 
686(29) 

1477.(1) 
1057(2>) 

1146(19) 
!119{18) 
1399·(11) 

~43(26) 
a31(21) 
1~.0{14) 
1410( 10) 
1316(13) 

752( 23) 819( 24). s,37l21) S9o( 23) 1045( 21) 

196o 

2:>7( 31) 
662('3:>) 

957(23) 
710(29). 

1561( 3) 
113:>( 19). 
13.)1(15) 

1359( l2) 
1425(7) 

858(2?) 
1031(a:>) 
1294(16} 
13'76( 11) 
1228(11) 

944(24) 
' 



. ·~ ,·; .. 

s. NO. l·tGJsTRY 19"~1'' . ' ','f9~3' 1955 1957 . 1959 
• 1.6 Tanneries and Leather Pi~.shing. _·749(24). -_881{23) 7'16(25) 776(26) · 783(29) 

17.· .. · . -Ribber and 1\Jbber Products ...... -13~(-3) - ·.1432(.2). . . !358(.4). . .!491{3) · ... !27.4(.15:) .. 

lB.!. .. , .. ~~it?als ~lld C~~ical -~~Od~~.ts 868:(3:}) 1036{13) 951(i8) 114'1( !6.) J;lfi1'(12) 
19· Pine and Phall8la'4Wf&cal '91a.f.l4)· · ID;4i<.i.oJ· · il42('gf · 'ii86(14). · ·i4.t3(9)' 

21• 
22, 

" 
'11 • . 

Chenieals - -- · · - - · 

Matches 8~2( 21): 961( l"Ti · · 6Qa( ~) · 91~· 22) 1570{3) · · 
Products ·of·· Petroleum and eoal 1132(7) ·· .14:>8( 3) · 1493{2) : 1990-( .t) · 2l9S(l.) · 

NiUl;..metallic Mineral P:teducts 6991:25_ .·_·)· __ . 824( 25. · .)·.' .. ·. 79....t: 23)··· S35i 2 __ · 4\: 92:)1_. 24) 
(except Pl.'OdUcts of P·etrolus \ · · ~~ \ 'I ' 
and .coal)· 

·· Maro·f of;' Glass afld Glass Produc: 6-92( 26). 711( 26) 823( 22) ?15( :8}· 9'75( 23) 
-ts( exeept_ optical Lenses) 
Maruf sf Pol tery China and 
Earthenware 
.Maruf of Cenent 
Basic Metal Industries 
Metal Products( except Machinery 
and Transport. E quiprn ent) 
Machinery{ except E. eetri cal 
Machine~y) 

"738( 27) 

919t1S) 1156(8) 
13S8.( l). 11!1( l) 

769(24)' 790(25). 

1184(7) . 1363(8)' 
1673(1) 1463(&) 

917( .19)· 942( 19) 1048( !5l 1140( 17) 
. '\ . . 

903( 25)' 

1477(6) 
!529(.4) 

998(9) . 1033(14). 1100( ,1.3) . _llB9( ,l.3) 1216( 17) 
. . . l 1. . ; . 4 '• .·. ·'7 . ' .. ~ ;:~·~ 1 ' . . ' . l . 

711(28) 
1414(9) 
1334(13) 
1384{10) 

896(26) 
~42(1)· 

1008( ~i) 

904(25) 

984(22) 

1462(5). 
1499(4) 

1D4(14) 

1225(!8) 
f! 



s. ·l\b 

E1 ectri cal Machinery. · Ppp.aratu s, _. · 
· ~pliances and ·9Jpplies - · · - ·· · - ·1238,4)· · 

Transport Equ.ipm en\ 

· Ship BUilding and Rep acd. ng 

1171(6) 

1.33'1{2) 

13)9'(4) 

1164(7') 

1258(5.) 

19$6 

~l34J(5) 

143?(3) 

909(2:l) 

Flgures in Brackets. shOw· the ranks 

.1951 
·" 

1438(6) 

1482(4) 

1659,(2) 

(Basic. soul"ce: The I.ndian Labour Y~ar Book ) 

1959 
~. -:~·H 

-14901(5). 

1473(8) 

16%>(2) 

'' 

.. l435(6J 

.. 1422(9) 

1688(2) 
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, Among th$ industries which improved their we..ge 

ptJlment ~,osi·tion s1~f1oantly ·during this . period er·e the 

Footwe~ m~uQi~ ll:l:ade up textile goods (from 12th place 
:J . . 

tn 1951 rto.Jth in 1960), ChemiCal$ and chemical products'' I' 

( :tinpro~d frojl). 20th position to 15th poa1 tion) ,, l?roduote of 

petroleum and ooal .. (which came to ocou.py tm first position 

in 1960, being placed at 7th position ill 1951)end Cement 
' , - I , 

( 18th 1n 195t to· 5tb 1n 1960).. Metal produ.ete ( except 

Ma.chineq) regi.(rtered an improvement. from. t9th place in 1951 

to 14i.h ~ 1960, Among the ~Q:~tri.es 'Which fell by more 

than fi~e · r.~k$;1 . promme.nt a:r.e Beverages,. Pr.inting Publishing 

tUl.d :allJ.ed mdu.atrtea,: Rubber and Rubber footwear, Matches 

$ltd li.o:n~lectrical aa.ol'linenr • 

. ;Despite the instances of upward and downward shift•· 

as. noted :above 1 the ove~all: wage s tru.ctu.re $Xhib1ts . 

considerable stability thr9~hou.t tpe period. ~he coeff1c1ent 

of rank oorrelaticm b~. :0.933 tar 1951•52., Q.940 f<xr . ' 

·1952•54,; f?.914 tor. 1954-56• o.a6, tor 1956-Sa and o~a'; 
' . ·, ,, 

tor, 195~600 ove:r tv9 broader t!Jne inten-IM,s ·1951•56 and 

19§6-..60 th~ value ot tb.e coefficient , of r~ correlation 

'comes.::bu.t to be o.;eg attd o.ea bei»g 0;.8$2 for the whole 
• ' # • • •• 

pet'iod.'" All'· of these 'Valu.~s ha.ppet); to be highl.7 . significant. 

That the .f.D:~~er•indu.s~1 W88e structure during 1951•60 1.s 

. characterised by remark$.ble rank stabili tr is tlm.s ·self 

evident, .A «t1mil~ conclusion was arrived at l>y the •·StudJ 
\• 
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' Group on Wages .folioy' when tt o'bserTed, kl])urj.Ug 1951•61 

t'b ( iater~industq' WaBE) S tl'U,Cture) hel!l rem~ eel more Ol' 

-.,less,.~table as. s.s· evident' from the J:'ank correlation ~oetfi-.· 

c1ent of o.7an ~ 1 · 
ltJ. ·on!~,~ to be more specific about the behavioUt' ot 

high '~ payiag: industries ani the low wage pqing 

industries,, t~e divided. the ,1 .. industry gl-oups .into foU1' . . . . . 

qusrtUes ,. the last quartile havirlg ·sev-en indUstries. · ~he 
I • • -

two parts of the table No. 2.4 ·show 'tthich industries occ~ied 

the tirat· ·eight positions from· the point of' view of w-age 
,. 

p~$nt $lld which the last seven positions. in eadl ot the 

-$elected re~s. 

· Exa.tnina:tion of · the two tables shows tht. t both the 

top :end t'h~ bott01n quartil.es ha'YE) rem~ned rema:ckab~ 

stabie~ In pari I 1 bu.t. of the eight induatrie~ men:tioned 

under ·1951, five Sl"'e to'l'Uld in fiLl the remainiug fiw Jears, 

one itt four out ot the five years, on~. in three out ot the 
. I 

five years and the· r~aining one !s repeated ·just once. 

s~~l¥ 1n p~ XI, tour out ot the sev~n· :tndustries listed 

u.tider 1 95t occur in · all the remaining five 7&a:t's ~ two in 
I 

three qearB and one 1n one out of the remaining t1 ve rears. 
. ' . 

U~o there is uo inter•change of industries between the 

.lower ana. the UPper quartUes. fhi·s shows the reme;rka.ble · 
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Pari .t 
COde llltnber of Industries which occupied the Top 

. Eight Positions Regarding Wages 

Rank 

'1 ' ·. 
' 
2 
3 
·4 

'5 
6 

• 8 .. 

Rank 

2$ 
2$. 
27 

28 
·29 
00 
31 

1951 1953' 1955 19o1 !9~9 1960 
:tndU stry · Industry Industry Industry I.ndust:r:v Industry 
N.mtber · NJmbet: NJmber · · N.tmber Nlmbel' N>. 

~ a$ ~ 21 21 21 
31 17 21 31 31 31 
!1 21 3) 11 2) 5 
29 -~ 17 ~ ~ 26 
5 31 ~ 26 29 25 

3J p 0 29 25· ::!) 

21 ~ 25 5 5 9 
14 25 14 25 3) 3:) '! 

Part 11 

(;Od(! Nlmber~ of Indust~es which occupied the Bottom 
Seven Posii;l.ons Regarding Wages, 

1,951 1953 J955t_ 1957 1959 196o ' . 

Industry Industry Industry lndustl:y lndustry Xndustry 
N.tnber . N.r~b.er · Nlmber_ NJmber NJmbeX' N.lmber 

• ~ r h 

22 22 16 24 24 23 
23 23 11 16 10 2:) 

10 24 10 23 11 JP 
24 lO a) 10 16 l6 

2 2 2 2 4 4 
4 4 4 4 2 2 
.i .l 1 1 1 1 

The ltldttstt"y COde :f!bs ~ven in this table ·correspond 
to the lndu$.t~y seri:al N:)s gtven in ta_bl e 2• 3 
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t~naeiiy.with tt~Qh his highe~t Pating and the lowest 

. p~ing tnd.ustries have stuck to their pos1tioxe ill the 

wa,e.stru.c~e• 
' . \ ~ . . . 

, · '!Ro. stUly the trends in the :tnter-industry wage 

cU,.tterential.a, the coef~1cieJ1t of variation w a~ calculated 

for some se~ected. Jea.rs. The reaul. te are prese.ated in 

fable So~, 2 .• ; .• 

Mean g;o,,oo 
S .;D~ 2($9 •. 19 

C;V~: 29,54 

Index · ot llU~· · · 
to min. 
earntngs '49 

TABLE 2.5 

1953 

985~00 

29:3~94 

29 84 ' . 
408 

1955 

979.·00 

·326.46 

33·35 

424 

1957 1959 1960 

1097.00 .192.00 f188.00 

356 •. 61 '69..5~ 350.54 

32 .• 5t Sl.OO 29~51 

384 ;os 

A ·¢omparison of the values ·ot the coefficient of 

.var.1ation: ehot.s that the 1nte:r.-40!':U\d:ustl'f wage difterentials 

wid.en~d du:ring 195~•55;. the coefticie!J.t at var1ation. 

tilC1'?GaBirlg from-29~·54 in 195t to :s;.;; in 1955 but declined 
' ' 

suba~quentlv 1 the cQefficiont. of variation bei.ng 29• .51 in 

1960, Aleo cntt $1alysis shows that the differential between 

the highest pa.Jing and the :t.c;;west p~ industries widened 

between 1. 95t ana. t 955 but decli:lled $U.bs'equentl.y~ · our result 
. ~- . . . v ' ·. 

ls 1n .direct contrast to the one arrived at 'b.f c.x. J oh%"1 
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. ~d. P .K. Sawhnet. Making use o£ em and ASI data both 

Johr! •<1 s.awbney found that tater-.industry wage dUterent~ls 
i . 

had ino1'eas.$d considerably over th~ p·eriod 1951·60.. Jobl:'i, 
. . . 

f()l' example., observed, ttthe 41\ter•.indUstry wage differentials 

have widened dur~ 1950..61 , ·the oce:t~ioient of v~at1on 

~(Q;"eae ing from ,o. t 1n 1950•52 ·to 38• .a 1n 1959-61. "1 fhe 
. 

OnlJ possib~e reason for the above cliscrepa,ney can be the 

dUfer.ences in the nat~ and tll.e coverage ot the data used 

b7 our . stu.<J.r and those of . J olu-i and SaWhner. 

Whereas our observation C1l narrowing differentials 

takes ·as lots ba.eia the average anmial .m.oner earnings ot 

fQCtorJ WO%'kGr$ draWing less tll.fm Js. 200 per month, J Ohri 

arrivect at .hi.s con:olusion on the basis o( £tVerage annuat 

money earnings of all the facto-rr workers. And there is 

no reason to believe that the decreasing wage differentiaJ.a 

QlJlOng 1;be low (relativelJ') paid em.pl()fees be incompatible 
~ 

wJ. th tncreaai!tg wage ditferen ttate among the employees 

includ,~ the high paid ones. In tact the inc~us1on of' 

the earniDga. of the high paid emplorees ia likelQ to :tntro

dv.oe a upward trend 1n 'Wage clifferent~ls. ThiS might have 

t~en ple.ce .(,p.Q'tlf at. any rate, ae a result of· adjudications, 

of ·"''hich thEPre were many .in th~ :vears 1nmted1~tely following 

·the enactmen~~ of tb.e .Industrial Disputes Act, 1947. 
""<. ' 

. "- .- . ·J·~ 

~ ~E;:· i ohri. e.itd N.c. Aggarwal; "Inter-Industry Wage 
'tltri:tctul'"e 1n India· 1950..61 .... :An A.nalys is" • op. cit. 

. . -~·"'t 
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•• ~ .J 

.·.. . . . . :•, :' A \ .. 

Adjudicators mu.st have pressed .into service tbe tuU 
' ' ' . ' ~ . 

· •oapacttr. t~ -pq" · ot the more thriving industrieth Tinde:r

standablt, fhe e.pplioatioA of .thi$ {n"i terlon is llke]a" t o 
' . . : ' . . ' .. 

affect the we.gea whi~ are higher up tu the scat e and the 
-' ~' ~ ~ • ' : ' ' ~ • ' r ' " 

princ1ple losses 11\lCh; ot !.ta significanoe where the ··. 
• ! ' ' ' ' • ; . •• 

ob~·ective ia to proVide eve~7 wor~r With at least .a. fair 
' . - . '! • . ' 

lJ11nilnum wage. Besides this ~he tmpact o£ the pollct 

prescr~ption ot the .Govt.!: that •wage J.ncreae,es ahbUJ.d. be 

granted where the e ~1stbg rates~ are abliormally .. low• «D.d. . 
. ' ; . - . . ' . 

. Supreme C o~t• a %'\lling regardlng ~tander41~ation. ot .. w~s 
' ',' . . - . . . . ·. . . . '' 

that •~he ba$ic principle ot st~dardi~ation. of wages .is 

to ~i):lg all wages to the standardieed level b1 raising 
. . . ' . . - . 

ttages which a;re u,nd.u:tr low,:~t• , .. o~ t.he wage stru.~ should 
. . . . 

l10t be· 1oat stgbt at t~' 
. ' \ 

!o t,hat extent did. . thls policr ot the Qove~nt have 

an WJ.u.ence on the level ot owrall.t'lage diSparities is 
_ •• • < • • ' ' • ; • 

arguable 1 but . mu.ch less ciisputed is the fact thc;\t a greater 
·_ \ 

meaaure of equ:alf.ty1tas, certainlY a.ehieve4 in the lower 

eehelone ot wage t:Jtructll.l'e. 

· . It can bef'seen from tb.e discussion in this chapter 
- ' ,. ~ . . . . . . . ~ 

that upto tb.~ begining of the Seoond World War· in' 19'9 1~ e. 

for almost four deca4es since 19001 there had been a 
'· ·' . , 

tena.en~ for t~e industrial wage differentials to increase. · 
':J ,•, .. . '. . 
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la.b6ur had been reeponstbl,e tor this pa.:l'ti.ou.l.e.r 4~veloptneltb. 

mbe move tOlta.rds equ$l~sat1on of wages which wa.S tri tnessed 
1',; ,' '. . . ' . ' ' . ' . 

' ' 
dtU'ing the 'War years came to a halt in the post war era. 

·' ~ ; : . ' . . ' ' ' ' . . 

Sin~e then~ till. 1955 W$8e differential. had increased. 

~hereafter,. the differentials tended to fall up t£+1 1960. 
'. . ' ' . ' . ' ' ' . 

. we have, tn this stu<JJ1 not anal.JSed au the taotors that . . ' . ' 

could. be responsible :tor such a historical trend due to lack 
. - . ~ ' . ' ' 
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Ha.V1ng discussed the m ture ot the problem in hand 

and also the state of affairs regard tAg tie magnitude and trends 

in ·inter-industry wage variations prior to the period ot 

ou.r study, we now J':ome to the main foeu.s of our study. 

:Bef·ore doing so, let us restate our obj.ectives more 

rigorouslJ'. 

3•1 !rhe ob3ectives of this stua;r are two told: 

t.. ~o study the trends in the :tnter-tnduetry wage 

structure• i.e.. changes J.n the relative positions 

of ·the indttstries in the wage hiera:rol\1 1D. order 

of their waee p-ayments .• and the inter-ind.Ustey · 

wage differentials over the per1ocl 1960..70. 

2., To aecerta.in whether .a.J21 inf'luemes which are 

'themselves measureable have been associated 

w1 th these wage differences b Gtween induStries 

as existing in t970, i.e. • to make en empirical. 

tnwst1ga.tion i-nto the determinants of 1nter-

1ndustr7 wage ·ditterentials ... 

!he present 'cl'ta.pter deal.s with the first obj ectiw 

and the second. one ~ dealt td.th in the next chapter. 
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'• 2. DATA :SASE 'AND DEFINI-TIONS 

.Detore we embark upon the task of analysing the 

. wag• struot~e and wage d.UferentJ.aJ.s. we nn1st clarify the 

s01.Ui'ces o:t data analysed and also define cleara, the 

comepts used in ·ord.er to avoid ant contusion at the l.ater 

stages. 

Data for the present atuay have· been taken. f.ran tha 
. --' . . 

d$taUed reports ot the .Atlnual. .Su;t'Vey of Industries • '1960 

ad 197o.1 .. ~hese data. are collected u.n«•r the Collection 
. . . 

ot Statistics Aot 195;5 •. at1d cover all the tactoi"ies except those 

ttndi!r the· Defence Min1strJ• · ·The term • fa.Qtoryi has been 

defitt-~~d so as to include the "premises U'tc:tudiilg the' 
. ·~ 

perctncts thereof" which ehga.ge 1n all;V me;nu.fa.cturing process 

and employ ten or more workei-8 With power o~ t wentr or more 

workers withou'b pwer. fhis does not, .however, include · 

lllines covered und$r the Mines Act, t952. a.m railway rUnning 

sheds. 2 ·~he ASI- densues data1 which have been 111ed here. 

oovers the factories employing f'-f'tJ workers or more with 

power and hun:dreel workers or more without power. 

:ibid, Vol. 1, 
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WAGS· Jl.AfE • THE OONOEPf 
. . . 

~· ' . 

Let us noW dettne the concept at wage rate as used 

in ·this atud3'-.. Wage rate is the money vel.ue ot ell the 

p~ents Blade to a worker b~ the employer ~ ·nturn for· 

the serviees pe:rfomed by him/he~ for a· .specific period of 
' . . 

firstlr, on accou.nt · ot va;eying tit~W per1od and,··s econaiy, 
. ·' 

on account of inelud!!lg or ~eluding sOllie elements . contri-

b\\'btng toll&rds the total v~ bill.~". 
' 

fotal. ltat:e bill·• gt:~Geral.J.:r • .tnclules . basic tfages 1 .. 

aearness al.lowa:nc•" . various . tJpes of bonuses·,:: : emplorers• . 
. . 

cont~:Lbut!on,, h~ing aJld.medical taotlttiea et.c, It 1$, 

in tact, the fil'St three elements \Yhieh tru.l.J:. reflect the 

rearninga of the workers U1 return ."tor the work pertomed by 

them.: It 1s with. th·ie conaidera.t:Lon in a1nd1 . apel't ·from 
' . 

son1e ot ·the · data probl.elll$ Wl11ch l11l1 , be referred to shortly, 

that we have exQluded the employer• s contribution. end the 
. . ~ . 

money value of trtnge benefits l.ike housing, etc. from .t be 

pl.U"Vietr of our siudf while calcul.ating. wage rates, · 
• 

· !he total ttwages attd sa.la.riesu figures ·taken for 'the 

present study have been defined m the Amnial. su.rve7 ot 
. . . .. 

. l,ndustr:L.s as· ~ .. o~ ·Pqrnents mad~ for th.e work donG 

du:rmg the tear @d includes •basic wages.. dearn~s allowance, 
' ' . 

R • 

overt~ paJ'l.ilents,.. shift aL.lowance,. leave·· wages, wages for 
c • ••• ·~ ' 

paid hoJ.1da.ys1 ·all bcmtt.Ses such ·as •profit. sharitlg bonus, 
• • •• .. " • ' • ' • • ' • ' ' • ' ' ) ~ • < • 

production bonus. goOd attendance b01t.1.lat incentive bonus, 



76 

•to., and other #a&h pa.,..tnents made tr~ tilDe to time~ 

~eg'Ulal!' end ad..-hoc, cotttlfa.ctual. or ex•gra.tia•. 1 

mhes• tigU.res are given s~aratelJ tor •-workers• 
- . -

end '·other: than workers'. The term ·•woner* is defined 
" .... - -

"as a ·pere on employed directl7 or through au agenoJ whether 

~Off wages or not .in a:tr3 manutactlU"ing process in or 

4lea.niltg aur part of the machineey or premises used for a 

manutactul"1tag process itt or an.y other .ld.ncl of work incidental 

· . ·to or .connected ld.th a~acrturiug p.r()(:eas but excludes 

pex.-sons holding positions of supen:1sion. or m.ana.gemen t 

or em.p1oye4 1n , a confidential p~si tion.2 

The ti.Jne period, s'imUar4r, mq be a yea:r: ·(wages 
' . . 

per man•rear) , or a month (wages per man-month) , or a dq 

(wages per m~.ctq) or an hour (wages per man-hollX'). The 

f~:tst two conoep~a ~ ver, a.ggt.egative and do not. seein 

to be verz appropriate for the study of wage diffel"en.tials • . 
!her might refl.ect not mere~ 'the level .of p~ment bu.t 

the continu.itr: ancf intensity of etnployment as well. A 

lti.M-~ear. and, f~ tbe.t matter, a. me;n.month would ,·incl.ude 

all the hol,4.dft3'S., 'tthetb.er .Pai-d or mtpsid. ·Wages pe!'-man 
' -

1~ Ib.td.·• vol.c 1, P• uv. 
2.. , .. Ibid .. ,. p •. uiv. 
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·year would alao b_e. ,atfected by the ave.rage number ot 

woJ;Okiitg days in a rear .• d hence will not be qu'!te repres-
. . ' . ' . 

. i 

centative •. wage. rates per man-clQ" and the. wage rates per 

man-hov are more re~evant for 0\U' pll.ppose .as they give a 
~ . . . . ' ' ' 

much better viel't of the EtXisti.ng differentials. A lll.an-dalt· 

though it excludes . .. unpaid holidqs and also takes care 

of the variatif>ns h -the average number of woxidng da.ys in . ' . . . ; 

'· 

a year, wUl not be ta!te as representative as a ma:n•hour 

as it wUl also tend to exclude the variations in the shitt 
• • 1 • • • • 

1t'O'rk that is wdertaken in some indu.atr~es+ · 

tc·eeping these f'~tors in lUind; we: haw chosen man-hour 
• . + • • . .: • 

as ·the unit of time for: defining our concept of wage rate. 
. . 

'h$ total. number ot ~ou:rs worlsed in .a factory as given 
' ' ~ ~ 

in the AnnUal Survey ot ind'Q.etries has been calculated *'by 
. ' . .. ~ 

mUl Uplz,riag the ~umber of w;oxoktps (as defined a~ve) eelcyed 

(it .:tuclUdes personS attending an4- on leave wj.th p~) .~ 
. ' 

each shift l:f the nutnbe:r Qf hours irl ·the shift and. aggregatil'lg 

the products f'o-r al.l shifts on 1ill1 the ttOrking dqs in the 
• ' > ' • ~ 

J"EU:.u-• !he number bf man•hours fo:tt au industr.y is the total 
, I 

ot the number of man-hours worked bf all .~e.o~o~ies in tb.at 

mdustry11 • !rwo points are worth noting here• · Ftrstly, man• 

. lt¢1Xrt;J are being oal.cula:ted on the bas :is ot hours paid for 

ra:~b.er than hott.rs aotua.ll.J' worked• Second13::, mau•hours data 

are,.reported- .only for· work~rs and not for other than workers. 



78 

. ' 

so, Sn. rialou.lati;ng the wages ·per man hour, the 
. ' - ' 

relevant tigur() under the head 'wages and ealaries• is the 

!,Me§ .. f!l!d . selrg:ies PStl to ·the workers ~smbz• 
~ . .• . - • ' - ; '·- '. . . - . - . . . 7 • . . - . . 

' ' 

IDhus,. we define we.ge rate in the present study as 
' ' ' . 

tbe wag~s ant salaries paid to the wor.kere for one- hour 

of WO%'k put in by them. It is an average for ea industry. 
. . ' I 

IS ett»lained earlier, the money vel.ue of' tri.Jlge 
' ' ' 

I . . . 

ben:eiit.s has bec;m e~luded while ca'lculat~g the total 

1 wages and salaries• 'bill for the workers! :lon•wage· benefits 
•' • I 

have become of considerable magnitude and 'are growing in 

.tm.portanoe · e~ch 1ear. JJ:heae are not only fLacepted by the 
' ' 

unions for l,lompensa.ttng wage di£feren tiala, theJ have ala o 

. come to be 'Used by the eJnPloJers tor maint~.1ng thes.e 
. ' 

differentials•· · Given their magnitude an.d itnporta.nce it 

~o~d have been better b.a.d they been included in the· totat 

'•age bill·.· N~•avllilabilit~ ·of data. explains our inability 

to do So/ IDhe figures given in. the Annual au.rver of 
- .. 

Industries for the •son~ V$1ue of Fringe Bell.efits• have 

not been reported. · s~parately for the t workers• end· • other 
' l 

~ . ' 

than workers • •· In the absence of such a break up · it was 
' .. 

not possible to dfittermine h<nf mu.ch of these· bene.fi ts were 

accounted. fOX' by the workers and how ~ch bV ot:ta r categories. 

Any ~~g scheme, howsoever ri'olV$d, woald be quite 

arb~trary and w.i11 defeat the "'e7:Y pu.rpo$&' of their 

inclusion •. 
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, .Data for this part of the study ·have been taken 
';<" 

from the detailed reports of the Amra.a.l Survey of Industries • 

1960 ald 1970. ~hE). data eontained in the detailed volumes 

of the .Allnuel Survey of Industries are given at the :four . . , . . 

dlgit level ot ind~trial. classification and. covers 203 
. !I ,~:. 

ittdustr1es to" 1960 an4 215 £o:r: 1970. However. for a 

later ex~~cise, inVestigating ~to tha determ:tnaijts of 
I , . 

fJlter-industJV WS,ge di:fferentiaJ.e, d$ta. from diverse SOUrCes 
' . : !'l:·.x ·. r ·. ·' 

halt to be used~ ~o tnaka the data. canpar.a.bl.et it bec~e . · · 

neeessarr to, redet"ine the izl(J:u.strial classification ·as 
I ' 1 ; 

used l>y A.s.I. so the whole data wex-e regrouped ilito 95 . ' . . ' .. 

:Qtdurftries~ lt vas· i;hollgbt preferab-le to oonduet the · 

present. Mai1s1a also in terms of ;the .readjusted class.i• 
·' 

tic$t1ou.,· 

!!!able ·~to. ;.1 gives. for all•India the per cap:i. ta 
' ' 

average hourlu wagoa 1n these 95 industries in tl:e · 

tna.nufaoturing $ector £or two yeam, n;:.mely •. 1960 and 1970. 

At .first &ta-ge the analysis has been conducted with 

a View to seeing how the different industries h~ve behaved 

durin$ the periccl under :review 1.-a •• wttetter they have 

ntO'O"ed. down or u.p to Wl.7 appreciable degree in Qrd.er of . . . . 

their wag~ pqments. This will. ehotl whether the intel'

U1dustry wage str~ctu.re i.e.~ the rel.a:tive position of the. 



TABLB !10: · 3.1. 

INDUSTRr .,. WISB AVERAGE HO~ · 
WAGEs OF· WO.BKEBS. 1960 

AND 1970 -

Sl.No. 

...... 
' . 

.. 

Wage~ 
per 
man hour 

(Rs) 
1960 

(3) 

01.. Slaugbtering, preser'ra.t1on of 
m~at and t:isll and· canning ot · 
fish. 0.283 

\ 

02 •. Manufacturing of milk foods. 0.4)1+ 

03. Canning and preserving of 
truits and. vegetables. . o. 336 

olt-. l'lour, rice and dal m1ll.s. · 0.296 

o;. Manufacture of. bakeJY 
· products. o. 558 

o6. VaCUUD pan sugar. 

01.. Khandsari sugar and gur. 

o.~lt 

0.266 

oS. Manufacture of Go en a, Choco
late, sugar confectional'Y, 
malt~ foods ana miscellaneous t.~ ... 
too d preparations. 0. "'".:~..,. 

Wages 
Rank. per 

. man b.o.ur 
(8s) 
1970 

(lf) ' (5') 

87 0.663 

6o 1.11"-

; 

76 o.;6s 
s; o.629 

'B 1.174 

5'3 1.022 

89 o.;,o 

;6 o.B11 

.Absolute 
Rank· increase .Rank 

(6) .. (7) (8). 

76 0.380 67 
... , . 0.680 32. 

84 0.232 s; 
'l9 0.333 ?it-

13 o.616 ~· 

5"1 o. 5'5'8 ~ 

86 0.2.90 19 

67 0.35'7 68 

P·ercen-
tage 

increase 

(9) 

13lt-.28 

1;6.~8 

69.05' 

112.5'0 

110.~ 

120.26 

109.02 

00 
0 

Rank 

(10) 

2lt-

14 

so 
lt-2 

lt6 

~ 

lt-7 

11 



- --"j 

-dh (1) ~ (2) (3) ( lt-) - (5') (6) (7) .. ,(,) -(10·). 

09. Manufacture f)f edible oil ·'· ·.! 

o·.6;q. ' 
\ (other than hydrogenated oil} 0.36; 69 78 0.289 so . 79.18 ·70 

10. By dxt> gena ted oil (Vanaspatbi) o.,62lt- 29 1.143 lto o.'S19 5'3 :83.17 .-4'8 
11. Distilling, rect 11): ing and 

blending 0 f spirt. ts, ' wine 
industl"l.est breweri·e:~r and 

o.lt-2; 63 0.95'3 :;o o.;28 52 12~.2lt-. . ·3~ manufacture of malt.: ~ · . _., 
"~· ~ ·. 

Soft drinks 
1 .. : : 

12. and CarbOna teet 
o.99;? water industrl.es. o.S£>1 38 5'3 o.lt-36 60 77.72 ?2 

;~:: 

13. Tea manufacturing. 0.311 81 0.5'3)· 8 9 0.219 87 '10. lt-2 78 .. 
' 

1lt• Cbf'fee curing works. 0.2~ 90 o.~? 9~ 0.111 9lt- 43.~ 93 

15'. Biri. o.att.; 92 o.;'So 88 0.3); 77' 124.1t9 31 

16. Cigar and tabacco manufacture 
• o·thers. · 0.4-29 62 o.'5'51 a; 0.12'7 93 29.60 91t-

1?. Cigarettes. o •. 991t- 4 2.094 ' 1.100. 6 110.66 ~ 

18. Snuff. o.lto1 66 0.725' 72 o. 32lt- 7'S so.ao 69 

19. Zarda. 0.22') 93 0.5'75' 82 0.35'0 10 15'). 5'6 1'S 

20. Cotton texti1es. o.668 25' 1.2lt9 32 o.;s1 lt-7 86.98 66 

21. Jute textiles. o.ltlta 'Jl 1.111 4-2 o.669 33 1'-9. 33 18 

22. Wool.en textil.es o.lt93 5'1 1.067 148 o. 5'7lt- lt8 1:16 ~}f. 3 3S 
,.~ 

Q:') 
...... 



(1), ... (2) > ( 3) .·- ' ~. (l+) .. (~) (6) (7) (8) (9) (10) 

23. Silk. o. 35'1' 73 0.62~ 80 0.272 8»+ 77.'49 7lt-
~ :· 

21+ •. Webbing, nanow fabrics, _ 
·· ~ bro ide17 and lace manu:fa-

O.lf91 5'2 o.lt-31 61 87.78 6$ ctur1ng·. · 0.922 
·. -.; 

2'5. ,_.extUes ~eing,· bleaching, 
· finishing and processing 
. ·· including mercerizing, fini-

0.$9»+ 1.024 5'0 o.43> 62 '11 . sb ing, proofing etc. 33 '12.~ 

26. · Oax:pet weaving. 0.3)3 10 0.'/70 .. 10 o.lto8 63 112 .•. 11 lt-1 
' 

21. Knitting m1lls. o.J6? 71 0.898 . ' 
61 o.;l) 5'1 1lt8.o7 20 

28. Cardagel rope and twine 
1ndustr es. o.lto9 6; 0.886 62 0,'477 116.63 37 

,, 

29. Cotton ginning, cleaning 
and. pressing. 0.2;4 91 o.ltlt-2 93 0.188' 90 74-.02 76. 

30· Wool ba111ng and pressing. 0.)); 82 o.lt-S3 92 0.1lt8 91 lt8.S2 91 

31. Cb 1r manUfacture. o. 33lt- '11 0.925' sa 0.591 lt-3 117.78 8 

32• .Airtific1al. leather, oU 
cloth, tarpaulins, tents a 

1t6 o·ther made up· canvas goods. o.~3 , ... 1~113 o.6;o 35' 1lto.39 23 

33· -Cl.o.tb-tng· and tailoring. 0.))3 83 0.7;3 71 o.lt-50 5'8 1lt8. 51 19 -. 
34. Umbrella manufacture. ·o.;7o ~ 0.872 63 0.3)2 78 )2.98 89 

~ 
N 



( 1) (2) (3) (4) (5) (6) (7) . (8) (9'). ( 10l. 

35. Saw mUling. . 0;292 86 0.610 81 ··0.318 76· 108.90 lt8 
. 

~·~ PlJ'wood. o. 3lt9 7S o.$72 83 0.223 86 63.90 83 

37~ Manufacture of fumitu~e 
o.ao6 87 169,1!lt-2 ana fixtures- wooden. ,9; o.;;; 0.3lt9 71 10 .. 

38. Wooden and cane conta~-
ers .and Cane . small ware~ 
J'oineiY and ·general wood .. 

0."99 0.835 64 0.336 6?.33 81 work~g. so 13 . 
Y}. Pulp-wood pulp, mechanical., 

chen ical including dis sol• 
ving pulp, paper-writing, 
printing and wrapping, 
newsprint and manufacture ' 
of other .Paper and paper 
products, paper board and 
straw. board. · ·· 6.513 lt8 1.105 lt-7 0.592 42 11$.lto 39 

4o. , · Paper ·ror Ja.ekag ing ., .. 
.. {Corrugat ·paper). :Q.;88 35 0.941 57 0.353 69 60.03 87 

41. Letter press and litho-
graphic printing, rook 
binding and other p:r:-1nt.ing 

0·.6?7 1.41lt- ~ 1o8~55 50 including photography • j 23 27 0.7J1 

lt-2. Tanne%7' and l.eatber 6o· o.lf6·1 57 '' finishing plants •. o.lt-56 ;; 0.917 101.10. 
:. 

00 
~ 



t1) (2)' ' (f) '(4) fSl. . (6.) (7) (8). (9) '. 
( 10) 

•··. l .• 

1+3,. Manufacture of leather 
products· exeept foo-twear 
an.d other. wearing apparel. o.67o alt-. o.689 1'5 0.019 9S 2.8lt- 95' 

' ,. . 

44. M:anuracture 0 r footwear. O.?lf9 1'5 1.1lt5' JJ 0.~6 6lt- '52.87 90 
' 4-;. lYres and tubes. 1..306 3 2. 320. 3 1.014 1'0 77.64 13 

lK>. <RubbeD 
<if 

footwear. 0.7'53 1lt- 1.7'57 10 1.004- 11 133.33 :li ·: 
r 

1+7. surgical and medical-
products including propby-. 
laetics .and manufacture 
or other rubber products •. 0.'520 4-7 1.115' lt4 0.5'9'5 lto 111t-.J•2 l.to 

1£. Salt. 0.328 79'· o.;28 9.0 
~: 

0.200 88 60.98 8'5 

'*9. Organte, inorganic and 
mixed tertU1zera. 0.621 :J> 1.811· '7 1.190 ~ 191.63 6 

;0; J:&"e stuffs aiid manutacture 
of paints, Yam1shes and 

1.l¥+9 24 0.691 91.1~ 62 lacquers. .. 0.75'8 12 . 

: ;1. Explosive 1.ncl uding · sun 
powder and safety" ruses. o.28o 88 0.99, 54. 0.71'5 28 25'S.~ 2 

;~.' Matches. 0.;46 lt-1 1.05'2: lt9. 0.5'07' Slt- 9 3.<;>3 60 . . , . . - ~ ' 

00 
~ 



(1)· (.2) ( 3) (~) ,(S) ,, (6) ('1) (8) (9) ( 10) 

·~3· •. 
... ,.... ............... -..,._ .... _, ... - .. -~~-~ 

Jlrugs and pbarma·ceutieal.s,: 
:Pet:t\Jne s . oo snetics and 

' other tohet preparations. 0 .1)1 13 1.'131 11. 0.980 13 1?-;).lt6 28 
I 

;a... Sftlttletic ·resins and plas-
tics, synthetic rubber, .. 
p~4ucts of femeptation 
·industries other· than 
alebob.al and baste in_ dust-
rial· chem1~als, turpentine 

0~ 5'08 lt9 1. S'(l? 18 1.0S9 208.1K> ... and resin. 9 

;;. Organic and inorg$El1c 
0.333 78 1.195' ~ 0.862 258.96 heavy chemicals. 19 1 

$6. Petroleum refineri.es. 1.496 1 2.91; 2 1.lt-19 2 9't.85' ~ 

5'7. Manuracture .of m1scella• 
neous pn>du·et.s of petn>le-

2lt-UD and coal. o. 5'»+1 lt4 1~ 313 )) 0·772 1lf-2.10 21 
~<l">~~-

58 •. Soaps and glycerine. 0.881, 7 2.2lf.7 }a. 1.~~ 3 15').05' 16 

59. Fire bricks, tiles and 
refractories. Q,. 36.8 -67 0.660 77 O.'Z/2 83 70.10 79 

6o. Manufacture of cement an.q 
other cement aild concrete 
products. 0.5'21 lt(). 1.116 lt-3 o.SB9 lt-S 111.S7 lt-3 

00 
CJ1 



(1) '(2) ( 3) (I;) (5} . (6) (7) <8> (9) (10) 

•···' 

61. stone dressing and crush-
ing. 0.31lt- 80 o.;o; 91 0.191 89 60·.83 86 

i 

62. Aabestos cenent. · o"~_69o 19 1.31S :s o.62S 38 90.58 63 

6J. Mica factories. !.).217 .· 9lt- o.36o 9'5 0.1lt3 92 6-'5.99 82 
r·~~:: ., 

6lt. Ol tnaware and pot~ery._ 0.3S9 72 0.700 71+ O.)lt-1 72 9lt-.99 '51 

6). Glass hellowware, glass 
!j[i 

wool and ·miscellaneous 
·gl.ass ware,. sheet and plate 
glass.· o.zp6 68 o.sot. 68 o.lt-39 ~ 12.0.·21 3'5 

66. Laboratory glassware .• o.1t-13 6lt. 1.002 '52 o. 5"89 ~ 1lt-2.62 22 

67. Iron and steel (metal). 0.872' 8 1.800 8 0.928 16 106•3> '52 

.68. Ferroy alloys and special· 
steel •. o.3;o ?It- 0.982 ;; o.632 '!! 180.'57 7 

69. Iron and steel structural s. 0.6?8 22 1.261 31 . o.583 lt6 8$ •. 99 67 

76. Manufacture or metal 
tumiture and fixtures. 0.883 6 1.718 12 o.83? 20 92t-. ;6 

71. Non- ferro us ba~1c metal 
industrles. 0.721 17 1.65'9 13 0.938 1'5 1.'J).10· ~ . 

72. EnaneU 1ng, gal.vanistng, 
~ plating. polishing a:nd weld-

0.819 65' 0.383 66 87.8 ... 6 ... ~ ing or metal. o.lt-)6 '59 



(1) (2) (3) 

' 

7'3• Manufacture o t sund:ry bar~ 
wares sucb as cutl.er.y 1, locks·, 
bolts. nuts, serews1 vaults, 
blades, metal. eontat.ners · . 
etc. 0.662 

?lt-. Manufacture and assanbl
lng of machiner.Y (other 
than electrical) except 
textile maeb 1nel)".. . 

7'). Manufacture. o t textile 
macb.lneJY and accessories. 

'76. Hach1ne too1s. 
' 

?7. Manufacture and assembl
ing or p rlme movers and 
boUers, sucb as diesel 
engines, mad rollerst 
conve,ying equipment,. trac-
tors, harvesters, etc. o .61lt. 

?8. Equipment tor transn1ss1on 
and distrl but ion of · elec
trlc1ty 1ne1ud1ng transfo r-
mers and el.ectr1cal. motors. o.;6; 

19. Electr1.cal· tans and lamps. 0.903 

So. ELectr1cal cables and .. ~ ' 

wires. 0.?00 

(lt-) 

'!+. 

1. 364 

1.192 

.1.61lt. 

.1. ;;& 

1.lt64 

1.lt-7lt-

(6) 

11 

1;' 

19 

23 

17 

20 

(7) 

0.702 

o.J93 

1.069 

o.899 

0.682 

0.?7"+ 

(8) 

lt-1 

8 

18 

31 

23 

(9) ( 10). 

106. olt- 5' 3 

108.73 - ''*9 

99.00 

196.1') 

15'9.12 13 

?5'.5'3 7S 

110.S7 



:··.. ';.t; ... 

( t) (2) ('3) (4) (;) (6) (7) (8) (9)'' .( 10) 

St. S-torage batteries and dzy 
o.Sa.6 1.976 ' cells. 10 1.1'J> s 133.'57 25' 

82. Ba1lwa7 lo oomo t1 ves. 
; 

0.733 16 1.6!t8 1lt 0.915' 17 124.83 3) 

83. RaUwaJ' rolling stock and 
t~wa7 wol'ks. o.6;t. ·28 1.lt67 22 0.813 22 . 12lt-.31 32 

-t 
>!1NJ 

8lt-. Manufacture and assEimbl-
1ng of motor veb.teles of 

0.682 1.776 1.094 160.41 all. types •. 21 9 7 12 

s;. AutomobUe ancUlaries. o.6;; "Zl 1.tt.73 21 0.818 21 124.89 29 

86·. Repair of motor vehicles~ o.'Sl+lt- lt-3 1.203 35' o.65'9 3'+ 121.1lt- 3lt 

87. Manufacture o t aircraft. 1.430 2 3.929 .1 2.lt99 1 17lt.76 9 

ee. Ships and otber vessels 
drawn qy power and boat 

0~76lt-building. o.82lt 11 1.588 16 25' 92.?2 61 

. 89.- Pbo to graph 1c paper -and 
printing, manufacture o t 
other photo graphic .and -,. 
optical goods and. aptical. · 
glass. o.lt4lf. S8 1.ltlt-7 25' 1.003 12 225'.90 3 

90. Manufacture o t va 'bche s and o.s;a. co clocks. 9 1.2lt8 33 0.394 65' lt6.16 92 00 
', . 

. ~. 



.. ( 1) (2)· ( 3). ( lt-) <S> (6) (7) (8) (9) <1or 
.. """ 

91'•. Jewellet7. o.S28 4' 0~813 4~ . o.~s 8·1: )3.98 88 . 
92~ Arms and Ammunition. o.689 20 1.1+23 ;.t6· 0 .731+ ttl 106,.;3 S1 .. 
93. FOuntain pen,. pen and 

penc11 making. 0.433 61 0.109 13 0.'2/6 82 6).74 Slt-, .... surfical and scientific '' 

~s rtJDents. 0:~ '$'5'1 ·tto 1.126 . 41 0"'$69 Jt9. 102..1; ~ 
. . ,;. Manutactu~ o t 1c,. O.J)O 84 0~790 69 0"!'-90 '' 163.33 11 



venous industr$.es jl). the hierarchical line of -~ 

P8¥ment. has a.;Ltered. muoh 1n recent years. 

90r 

A.e ot 19Go, Pe<bfolewn Refineries p$1« the highest 

wages. !he fii9Concl plaCe was occupied by Aircraft Manu

facturing industrt tollowed b1 the Tpes and Tubes, 
. . 

Cigarettes 1 Electric Fa.t.t.e ad LNnpSj Metal Fvni. ture and 

:r.ixtu:re, ... etc.'· b. the descentU.ng order.' !l.'he position 

in 1970 was on11 slightl1 different. The AirCraft 

Manufact~ing ~dust%7 emer¢ as the highest wage pQJing 

industry aBd Petroleum Ret'ineries slipped to the second . . 

place~ . ~es and. !ubee maintained their th1ri place. The 

fourth place which w~ occupied by Cigarettes 1n 1990 • now 

ceme t'o be oc~pied. by Soaps am Glycerine which had 
~ 

improved its pos.:t:tiol1 from tbe 7th place in 1960.. More 

spectacular was the case of Fert iliaer industry.· From 

30th Plfl.~e in t9GO it rose to capture the ·7th place in 1970. 

Similarly; the industry ltla.llUfacturillg Motor Vehicles 

improved its posit'-on trom 21st in 1960 to 9th in .1970. 

Other :industries which rose up aignificant11 in the wage 

hierarChy were the industries ma.mfactur.lng ~lectrical and 

lton-Ele_ctrical. Ma()hine~, S7nthet1c Resin and Plastics, 

Synthetic Rubber t Products of Fermentation itldustries; · 

!urpentine and Resin etc. 

Among the low· wage Ptf'ing industrief;l in 1960, promi

nent were Manu:ta.c_turing ot Wooden Furniture and Fixtures, 



91 

~ Mica Fa.ctot'S..ea, .. za.raa,. B!.ri,, Oott9n Ginning; Cleaning and 

Pressing, Coffee Curing Works etc •.. f~e position at t.he 

.1ower ·end of the e~ale, as it existed .irt 1970, was more or 

1ess the ssiD.tl" . i 
i ~ 

!he st:rild.ng .teature is that botl1 in 1970 as. well . 
·aG·ill t960t; though 'to a lesser exten~,. t~e industries Which 

belonged. to .the gr,oup of re1a.tivel3' hig}l. wage pqing 

indus tries wre ~etroleum, !Cyrea and, tubes, MaChinery • 

llru.ga tllld Pha:rmaeeut1o&~.e. ·13e.sic Chend.cal·ihdustries, Basic 

m·etaJ. 'industries and ~F-sp·ort Equipmen.t1~ all of which can 

broad1y be classified as he·av; goods industries or,. for that 

matter,. 'baato and.. c.apital goods industries. 

A.lnong the · ind~tries which figured prominently in 

the 8):":oup.'.o:f' comparatively l.ow wage pqing industries 
- ' - I ." 

main -were· those ma.nu.fa.ctu:ring Food Products •·. · fo ba.cco ( exclu-
, . -~ 

ding cig~ttes) ,,, m~.xtllee, Wood ard Cor~, .Printing Emd 
. . 

.Publishing; Potte17 ®d tlon-Metallic J.iif).eral Products ••• 

etc •• all' of 1tbich· ~. broad.+f be classifiid. as traditional 

and coneutaer goods ind.u.~tr.iesv 

Apart from this, t.b.e movement of ~ious industries 

in 1he wage blerarcb;u over thiS period had been such that 

whe·reas the basi,c 811d oap~tal goods :il\duatries had been 

ateadil:¥ .mo'Ving up the scale, the traditional and consumer . . -· .. ., 

goods in:dustries had been consistently mov.ing d·own the scale. 

T.he 1nd.uatries. which .imprwed their relative poait1.on in. 
' 
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the ware b1er~ebJ d:u:ring this period were Ftart1lizers • 

Syuthati.o Resin and. P1ast:tes., lnorganie. an4 organi.c .Heavy 

, .. ·(JheJDicals.;- l>rodUcts of ietroleum. Fer.roy Alloys and Special 

.Steel,. Machine !eoole • Electrical and Non•Elect:rical 

Machmeey and Motor Vehioles·• all ot tr,hich happen to be 

basic ·tilnd ~ a.pltal go. ode industr~es and the industries 

which suffered severe reverses were Food. Preparation (mainly 
-

Vanespa.thi), TextUes• wo.oden and cane Con-tainerst: Paper, 

~erither Products,. StNctUl'&l -Olai Proau.ots• etc., ell ot 

. Whioh can ~ classified. as traditiol'lal and light goods 

.. industries·· 

. !his pb.eno:menon baeomea more clear if we etud7• in 

part1eular t the top and the bottaa qU.artiles ot the wage 

dtstribut1on. . ~he two parts of the fable No• 3•2 ehow 

'Wbieh industries occu.pied the first twentr-t ive positions 

from the point ·ot view of ~wage paJme.nt and w.hich the l£Wt 

twe:nty .. five positions in e,ach of the two rears 1960 and 1970. 

:Bo~~- the top and the bottom quart1l.es of the wage distribution 

show.;rema.rka.ble $te.b:Uity. O:f the twe:ntr•tive highest wage 

· pqing 4.il,austries tn 1960,. as bigh as .seventeen appear in 

the ·ltst of twenty•five highest wage p~ industries in 
' 1970 as well. Th$ ~n~ustrtes which $lipped out of tm 

top qtta:rtil.e during 1'960.10 were those snanu:f'actu:ring Leather 

l?t-Qducts .• Cotton TextUeslt Letter :Press and Lithographic 

!rintins etc. and th-r place was subseque:ntlq occupied by 



1960 
liank Code Bo. Descr1pti.on at the Iudust~ 

1 56 
2 87 

' 45 
4 11 
s 79 
6 10 

7 58 
a 67' 
9 90 

10 81 
t1 sa 

12 50 

t3 ,, 
14 46 

Petroleum re:tineriea 
Mautactu.re of aircraft 
~,-rea atld tubes 
Cigarette& . 

Electrical :fans and lamps 
Jfanuf. ·of furJI1ture and 
:tlr'ure-m.etal 

' ' 

Soaps .aD.d gl.ycerine 
Ircm and steel-metal.. 
R'an:uf. ot Wa.tch'l s and 
Clocks 
Storage batteries and dry cella 
Ships ·and other vessel.s t\1'awn b,
power; $1ld boat buil.di.llg 
D,.e stUfs and manl:lt. at paillt. s,,. 
varnishes and l.acquers 
Drugs and pharmaceut1.cal. ·and 
perfumel1, cosmetics, etc. 

Rubber footwear 

1 87 
2 56 

' 45· 
4 58 

' t·? 

' St 

1 49 
8 61 
g 84 

10 46 
11 '' 12: ·'70 

13 .71• 

f4 82 

Jlalrtacture ot· a:lr cra:tt 
Petroleum ref: iller ies 
~y.re·s and t:'l.'ihes 
.soa.ps and glyeerine. 

Cigarettes. 
St.orage batteries aad 
dry cells 
F·ert111zers 
Ir·on and steel-me tal 
Manut. and as.sembl1Dg of 
mot or vehic.l.ee of all. type e 
Rubber :tootwear 
D~vgs and pbarllaceu.ticals 
and perfumes. cosmetics, et 
Manut. of ftlftli.ture and. 
fixture-metal 
lion-ferrous basic meta~ 
industne.JJ" 
Railway r 1ocomoti.ves 



.. f960 ' . 

·ltank COd.e lio· •. DescrS.ption ot the ~du(ift.ry 

1:5 44 
16 .82 

t7: '7t 

ts so 

19 62 

20 92 
21 84 

22 69 

2' 41 

Jtanut. •.. of: t ootwar · 
Ra.U~ay loaomot:Lves 

Bon-tel"ro'US basi:c· metal. 
Industries · 
Electrical cables and wires 

.. 
Asbestos cement 

Arlas and ammuai:ticm 
Ranut.: and . assemblillg ·o£ motor 
vehicles ·Ci€ al.l types 
Iran and steel .. structurale 

·Letter press·and lithographic 
print.ing . etc., 

1910 
Bank Code a·o.. l)escrlption Of' the Industry 

'f,; 
'16 

'17 

18 

19 

20· 
21 

·22 

2:5 

19 

'·54 

77 

eo 
85 

$4 

'JS 

Machine tools 
· · Sld;ps, and other ·vessels 

d:rawa b,- power aaa boat 
bn1ld1ng 
Electrical tans· and 
electrical ·lampe 
SpthetS.c res~,~ plastic, 
s.ynthet:l.c ru.bber,ttU"pentine 
etc. . 
Manut. and assembliflg at · 
prixae movers and boUers,' 

· such as ·diesel: -~ ellgines , road 
:rol.le:rs, conveying equ1pme:nt, 
etc.· 
Bleetrtc: eabl.es and wires 
Automobi.le aaeil.laries 

Ball way rolling stock and 
"tratnvay~ works 
Eq\U.p .• for tran.sm1ssion and 
d:ist:r.ibut:ion of electricity 
and el.eetric motors 



.... '- ·-' . 

1960 19'70 
~ C'Ode Bo. Description of the Industry Rank (loo:e· Ho~ Des,.crJ.ptton of' the ll,tdustl"y 

20 

Manuf -laath.er pr-odact:s &X.oept. 
:footw.ear- ana w.eav1ng app~ 1 

. . . 

Cotton texteUes · 

50 

89 

Code Nos in the t.abl.e r&feri to the serial. nOi. 
given i.n. ~abJ.e, Bo, 3.1 

Dy~ stutfs, paints, varnishes 
· aud l.acquers · · . 
Pbot ograpbic papers ·and 
prt.nti»g ,/ manu:r. 0'£ other 
photographic . and optical 
goods 

-----~---~-----------------------------~---------

.•. 
Ran:k Cede liTo. 

95 .,., 
94 63 
93 19 

92 1'5 
91 29 

90 14 

INDUS!RI:SS WHICH OCCUPIED THE :BO!TOM 2$ 
POS:tTIONS HSGARDING WAGBS 

. · i§Si. • • • 

1 

·'1970 . i . 

DescnptJ.on of the lndustr,y J.ank aoae Bo:. Description Of the Industri .. 
Manuf. .of' :furniture and 

. fi.xtures~wooden 
Mica factor1e.s 
Za.rd.a 

B:iri 
Cot ton ginning • e];eaning and 
pressing · 

Cof:fee luring works 

95; 

94 
93 

92 
91 

90 

,, 
'14 
29 

30 
61: 

48 

' 

Cofiee c:Nring works 
tlott·OA ginning. c.l.eanitlg and 
pressing 
Wool. b~Uing all.d pre ssinS 
Stone dressing and Crushing 

SUt 



.. , 

Rank 

69 7 
' sa. ,,. 

87 1 

86 '5 
85 4 

84 95 

83 J3 
82 30 
81 ,, 
80 6,1 

79 48 
78 55 

~7' . , . 31 

16 ., 

ltii~~~ari . f!J'Ugar . and . gW: · 
' " .. 

Explosives in.c.lud:ing gm powt1er 
and· safety f\ls~s 
Slaughteri!lg and preservation at 
meat"·· fi.sh and other sea t'ood 
Saw l!dlling 

Flon:r!., rice and dal mills 
~ 

Manufactut"e .o£ tee .. 

m othillB a.lld ttd.l oring 
Wool. bailiQg and preas1Dg 
tea manufacturi»g· 
Stone dress;Ulg .and cx>ushbg 
Sal.t 

. Inorganic and organ.:Lc heavy 
chemcalB 
Ceir manufacture 

Connixlg and. preserving Of :trui:t 
and -vege·table 

, 

89 .. ,,. 
· a8 ;·s 

8:7 '3,7 

86 7 
85. t6 

84 ' 
83 ,,, 
82 19 
81 35 
so 2' 
79 4 
'76 9 

77 59 

16 1' . 

!rea ·manttf'aaburing 
B:lr~ 

Manut.. of :furni'ture an. d 
fixtttre-wooden" 
lthandsari .sugar· and gnr 
Cigar and to·bacco manut •. """: 
others · · 
CG1UliJl8 & pre serving o:f 
frld.ts and vegeta'b1es 
fl,ywood 
larda 
Saw mUl:irlg 

$Uk 
.. ,· 

:r·lotir., ·rice and dal mUls 
Manu!. or edtbl e o:Us 
. (o. t .• ~yarogena-ted oU) 
P1re bri.cks" ref'rac ttmes, 
til.es 

·.;· ( . 

Sl.aughtering and preiservati.on 
ol meat. fiSh ~d other 
sea food 



l960 
R$lllt · · :'~e· lh>t Descnption o£· the Xadustey 

, ' I; 

'. 
1 ' 7 ~ •·. 

J$- ''~ - . .:~ . 

t4/. 68'' 
_,~' .. ii}.·' ·;. 23, 
. 'i.;i'' 

. /~--

.>-- 72 -~~- ,•', 

71 .. a1. 

· , ,erroy a-ll·oys and t;Jpeeial ste$1 
.: Silk.• 

China-ware ·aad potteey 
. : hit tittg m1lla 

7Sr · 4' 

'M 64 
1~·· 9·5 

72, ,,· 18 

'71 ,,-

·Qode· lios :l4 this. tabl.e .correspond to the serial· Nos 
given in the Table Bo, 3,.1,. · 

· Manpf' • .Qf 1ea ther prQlup:ts. 
e.x;c,e:pt. :r· oot:weu 
ChiDa~Wat"fif and. pottery 

·Pen an.a peno1l maltms * 
:fountain ·p:m I®nuf. 
Sn~ 

(J;l: oth 1Dg an a: tailor-iltg 
.>{.• \ 
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FertU.ieera • Ma.c~e fools, ·Synthetic Resin taltd 'liastio., 

Bon-Electrical Machtneey-I aauway Rolling Stock and 

Equipment fol!' !J!r~lQ1ssion and lietrtbu:tion of. Electrici'tf 
. ' 

etc,.. So ov•r time, the 1ndustr1e.s tdtich slipptld out of 

the top quax-tU.e were those belongin.g to Fooa, !lextil.es, 

Printing and Leather group end th~ industries which 
' . . 

subSequent]$ moved in this categ017 were thOA:le belonging 

to Chemical~,,.· Matilitl.e:ry and ~ransport' Equipment group. 

This olearJ.y shows that over the Jea.l's the cQnsumer .and . . . 

light. goo<l$ 1n<lu.stries were giving place to heavy and 

cap~ tal go~ ~dustr:Les at th$ higher end of the wap 

.scale. 
' ' 

fhe. :t>ott<m qUEil'tile wae also characterised by 

rem.a.l"k8bl~ ·stabilitJ. 0~ the twenty ... ttft. industries appearing 
. \ . . ;. ; . 

tn this qua:rt.Ue in 1,960, twenty appeared :in !970 as well. 

~he Inorg~c .and .orgtmio Hee.'?' Chemtcats, hpl.osivee 

.in¢lud1ttg Gl.Ul~owder ana $afet,y Fuses, Ferro.,- Alloys and 

Special StEtel 'W!li~. appeared in the list of titent)r-fi.va 
I : < " 

;Low ~~ge .P«v~g ,industriesc in 1960 were no more there iU 
t970t ~U.ndJ.&rl.7t industries me.nuta.ctttting !robaccol Edible 

. :. ' . . . . r·· ' -

0Us 1 . Structure.l Pler Prodttcta, Snuff ertd. Let\tl'er Products 
~· ~ ' ' . ' . '' 

whiob. were rank~ pretty high in the wage scale in 1960; 

·Qatn~ to ~ included in the bottQn quartile in 1970• I.n fact, 

the bottom quartUe in 1970 .• almost without a.n.v• exception, 

cone1eted of industries belonging to i'ood• fObaccoc• · !Cextiles, 
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W ~.a aDd. cork and troa.-xetall1c Htrlc:l1!-al tr«tu.ots croup. 

the ~ic'lnt'e that emel;'ses i.s that ._ the l>otta quartile 
' -

the baelc .goods bd._.t~ies, ;pvtteul.arlt, Chemt~als an4 

.Ja.sic Kttal a save pla.ee to thoet l)r;l.C~tclne to J' OOd . . .;· . . . . . 

thUlufaetw:tag an.~ ·Jon--M$ta.ll.ic RiDel'a.l ;lTod~cts ~roupy 

the up$het -or all lhie 4isc-.s10fl is that ·6v.r 1ime 

ihe top quanUe •• to l.Jt ••olutel7 demb.ated bJ 
~d~t,iet.4 maautactu,ritig lhemtcals sat Chemical. Jroctucte, 

Jt•t:rolta aild Pe1~-oleua lTOduc._s, Ba.•i~ Me'tal.e:~ tlaelW:le1:7 

e.ttd !rallspor' iqutpaent an4 the b~t• q118.'rtile oame to be 

clQlliinated bf' the ~.zut-l'ie$ belongntg to. the a:reup of Foo4_,-
- -

t~ba~co, !fextUes.- wooa. $d. OQrk, l$.p~., . f.riattag aaa. 

Publishing aJtcl Leathe~ lroiiucis. So tht cap:f.tal goods anct ·

tile bas,-o goocts tna~rtes ao~ onl7 oe~u.Jied C811.para.tivelt· 

higher ~s to •tart. with but. eJ.so impr$Vt4 their poettions 

<:9)3.aider•blr in t~ wage st$l.e. Qppos1tt happened .m the 

oas' Of the ma.ustl'$-es b$1CJ:1Bing to th.e Sl'OUP ·Ill t);tacl1t1ona1 

·atut O<>nSUJD.~ soOds 1Jt41lstJ!t1$s. fh!s •ow• to ·••• extent, 

tbe flu.ot-ttng fat>t'iU'les ot 1a4tl$1;rtes • ·theb })l'osr.ees ancl 

pa,~g eapaoiti•s• 

Despite t~ bstaaqes of U.,Pwe.ri and O.ownwt~.:t4 shif1s, 

a$ noted above, there- seeas to ~ - ~e•ar1tabl.e ata))11117 £a 

the ovef?all t"ank str~cture fit ch4ustr1$'s b7 their' wage -~tes 
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--ever ~~ ..,.ears. iiost of the industries seem to· have 

Jnainttdned their relative ,positions in the wag-e hierarchy. 

fhe mnk orders' of industrt•wages' 'have renained higb:ly sim1lar 
rl . '-i • 

aor:re:tation eoefti6ient betWeen ea.rnirlg orders of 
. . . . . . ' 

, iudustries at two point ot time viz. • 1960 and 1970 comes 

out to be o. as which ie si.gnifi cant at 11£ iewl of 

signitioa.!:lce• ·This show the remarkable teMcit, with 

Wb.ioh th~' various hdutr1es . have stuck to th~ir po~i ti one 
1n the W$ge etrUc~t'e. · 

Another· mteresting feature that emerges frcm the 

~tUd7 of this wage t:rtru~ is that the absolute wage 

changes tn indU.StrJ waee ~atea have not been occurring at 

'1"~1ance with theti" original wage levels 1n 1960. C.aleu:La• 

t.ing the absolute w.age increases (or decreases) registered 

· bf· 'Va't*ioue .:JAduatttes during the periocl 1960•10, we notice 

the · folloWing trend·..,..-

The induatry lthioh gained a rne:a:iinum. absolute wage 

increase during this ·period was Aircraft M~ufaoturing 

fOllowed bJ Petralewn Refineries, Soaps ai\d Gltcei"in~.; . 
Jiertilizersi:"· Storase &tteries, Cigarettes.;t Motor Vehicles 

ete... Interestingl.v, au. these .tndustries e:rs also the 
;. ·r = 

:.t.udustries which were classified as rela.ti'\J'el.y high ·wage 
. - ~ . 

pjq'i~ industries in 1960. In fa.ot, as is evtdextt from 

~able No, 3. 3(!), if we eanpare the twenty•five highest 

wage p~illg industries in 1960 w1th those twenty-.five 

industri.es which registered the highest absol.ute wage 
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.. bDU!JfRDS lUiGISfEROO Tim M.U:il-iUH ABSOLlJrE 
. WAGt E INCREASES DURING 1960..1910 

lOl 

Rank Code 1fo. DescriptiOn 

f 8'1 
a 56 

' ,a 
4 49 
'5 81 
6 ., 
T B4 

a 76 
g 54 

t-O 45 
1' 1 46 
12 ag ,, 55 

14 77 

15 11 
16 61 
t7 sa 
ts 18 

19 S5 
20 TO 
21 a; 
.22 e' 23 eo 
'24 '7 
25 88 

Petroleum rettnert.es . . - . . . . ' ' . . " 

Soaps and B17cer~e 
"FertUlet;rs 
Storage battert~s and ~Y cells 
Cigarettes 
Manuf. and aseembltng Of motor vehicles 

· ·at all types 
Machine tools 
Synthetic Jresin, plaf!tic.- synthet1c rubber, 
tUl'pentine and. resin . . 
fares and tubes 
Rubber f ootweat-

.Photogra.phtc paper and printing, ma!l/uf. Qf 
other photOgraphic goods etc<i. 
DJ!"Ugs a!J.d. · pbarmaceu.tto.als, perf'\111$ S:; 
cosmetics:, etc. . · · .. 
Jlanufaeture ·and assembling. 'Of prDie aover.s 
and boUers, such as cllesel engines.~. zt·oa.d · 
rollers, eonveyibg equipment., tra.Qt.o:rs etc. 
lfon.terl!OUS 'basic metal tndu.stries 
hon and steel-metal 
.la.Uwa.y locomotives 
&qu:lpment .tor irariSmlasiOP. 91\d diet. of 
el.ectrici ty including transformers and 
electrtcal. motors 
Itl~gan1o al).d orsanio h$av7 chemicals 
r.~ .• f1f fund.ture sad f1X'Inlre .. metal 
A'ti.tomoh~le anoillaries 
.ia.Uway rol1ts2g stock and t.ram way work 
Electrical cables and wire·s 
Mauuf .• of misc. products of petroleum and 
coal 
Ships and other vessels dra.'W11 by power and 
b:oa.t build11J8 
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!ncre&$&S dur!tng the period 1960.701 we f~d the l.ist 

to be lllOre or les$ the same. 
,, 

'Identi,cal was the '~i~at;t.on at the lower end of 

th~ acel~., Startmg from the lowest level, we tind that 

the ind'Wtr7 which _gi:d,ned·1east 1n te:m:cs of absolute wage 

increase was tbe one rnanu.fact't.U"ing ·lie ather Product~ (except 

footwea:r and other wearing apparel) ~-· !rbe second trom the 

bottom was Ootfee Curing Works, preceded by tobacco 

Manuta.c'Guring •. Mica Factories • \'I ool Bailing and Pressing, 

Cotton Ginning• Cleaning and Pressing, St _?m Dressing and 

Ct'U.shingt etc~ On an average·~ ·the hdustries which appeared 

at r:elativel7 low pohl ts of the wage hierarch¥ in 1960" 
' ' ' 

· also lagt:Jacl behind in tems of absolute wage increases over 

the period ( fe.bl~. 3~ 3( b)) • 
. -so the' available evidence suggests tbat the industries 

vhich in the fil."St in~rtanoa were pa.ving highm!> th$11 average 
. I 

wages also hE~J;pened t.o re~ster higher than .a~erage absolute 

.va.ge inereas~s over the period and vice-versa:y. 
' 

In ta.et, the phenomenon of heavt a;cd. capital ·.goods 
~ . . ~ . 

industries p(if"ing higher than average wages 1n the ;~!rst . " .. 

instattee and the subsequent iaV$'"ia.nce of the wage chatlgeS 
' . 

1n rela:ti(ut to their initial. levels can be viewed e.s a 

direet outcome ot the planning strategy_,. being perau.ed in 

India.: 



95 

94 
g~· 

92 
91 
90 
89 
88 
:8'1 

so 
85 

84 
85 
S2 
84 
80 
?9 
ya 
't1 
'76 
75 
14 
1' 

72 
11 
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lltDtJSTRIES RE.GISfERIJG fBE MINIMUM ABSOLUTE 
'J.I~GtE lNC,REASES DURIBG 1960•1970 · 

4' 
14 
t6 ,, 
'0 
29 
61 

48 ,, 
)6 

' 2' 
59 
9J 
91 
9 
1 

'4 
'1:.5 
35 
ta 
4 
JS 

·64 .. 

51 

Manut. ot lea.th$r prodoq.a:b s exc·ept :footwear 
and other weartDB apparel 
OoffeQ curing wk'ks 
Oigar alld tobacco niQ:nuf+. - others 
.Mlca factories 
Wool bailing and pie ss1;ng 
Qott.on ginning• cleallitlg r:t1d pressine 
Stone d:r:ess1ng a:rul cru.shin& 
Salt. 
Tea man uf ac1Ur ing 

Plywood . 
Oainning an pre.serving of fruits .a;nd 
'V$getable 
SJ+k 
:Ftre br,1cks; ·l:'etra<.rtom$, ttles 
Well and pencil mak:t.ng 
.lewellery 
H$U'Uf • of edible . oil.$ 

' lthandsari suesr and gqr· 

tJm'brella man'Uf aetve 
BUi 
Saw milling 
Sl1u£t. 
Fl~, rice and dal mUle 
Wooden and cane contatners, 3oinery and 
general wood working · · 

Qbinaware and pottery 
ManUf. ot furniture and fixture-wooden 
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fhe Ob3ective ot economic policy that has been 

-... most :f'UllJ $rt1cu:tat,ed and the one which 1h e Government 

l!&.s regarded as the most important is economic growth. 

ta the p~a:nneit•• s v!etr the chief 11m1 ting factor in the 
- . . 

maximization of output was the low level of capi-tal stock 

ot the economr and :the chi:e.:t imperat1ve was to increase 

the capital: stock thro-ugh a high rate of. investment. !he 

identifi.catlon of the scarcity. ct capital led during the 

eeeond plan to the :tomulat1on of what has come to be 

Jmo1m as 1;he .Me.hala.noh1s : S·trategy. 5!he capaci v to produce 

ou.tput at· any given point in t :tme is embodied in a given 

'VOlume of O$pita1 gootls ot particular composition. To 

increase output capacity one needa then to increase the 

stock of capital goods within th.e economy. The process of 

capital format1on was thus seen • a process of production 

of oapi·tal. goods and the ra.1ie of growth ·of output capacity 

could be izu:reased by $aximi~ing the share of .:resources 

Aevoted to the production of these capital gc>ods. !he basic 

strategy then beco$es a. maximiz~t1on or the share ot investment 

going to be the produ.ction. of heavy and capital goods. 
L. . . . . ' . 
fhe plan~t:ratnes have repeatedly ·stressed the need of 

establishing and expanding the basic .industries to manufacture 

he.av,- machinel"J" with all possible sp.ee~ ·This would enable 

India to instal new plants :for the pr<>ducti.on o:f steel, 
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cement , and other 1nve~ttne.nt goode with the help of .- ~ ~· . . 

me.ehia~ ~~oture4 <>itt· of 1he dom,estic resources; and 

to produce in increasing quantities machinery required fCJI: 

mineral prospecting 
1 
a;nd ~:ning, hydroelectr1.c pro.~ects, 

'. 
-electrical appliances,. raillr~s an.4 other f<'.~B of transport 

a.nd tor the production of consumer goOde generally •••• 

Ind.ia1a dependence on imports of capital goods was considered . . . 
to be a fundamental structural weakness which needed to le 

corrected as quiCklJ' as })Oaaible. It was believed that it 

would be mch more econoJni,cal trom the national point of 

·view to prod1tce in India. a.a much heav tna.chinel:T e.s possible 

because this 1r0Uld ensure a steady supply of capital flOodS . . . 

which would make India incre9ingly ind.ti!pendent of ilnporte 

and would strength India•s position in the world market~ 1 
;- . ~ , . I ' . 

. It ·trould appear that the emphasis on machine making indu-

stries was based peril;;' on la"oad strategic considP-ations, 
. . 

pai't11 on some other ground which makes the rate of grovrth 

of the econoi\V' a1 ·, $ whole dependent on the development of 
. . 

these basic· and enpital goode industries, 

P~c. Mahalattobis, ·•same Ob~.trvations on· the Process 
of Growth o1t N'tttional Incomes"• :S~@:• Vo~. 12, 
.Part 4, September 1953• · ·· 



.. 

lOS 

, 

As e. -.tter ~ development poUcJ, ·the Government 
. ! . ir j' . < • - . 

began. to in.Ve$t wty heavUy in thee e industries~ I:n. all 
. -- ' ' ' . 

' ' . 

goods . industries :w~re rn.eted out the most favoured treatment 

in t~rms of allocating essential inputs' including foreign 

exchange; on" a prio~ity 'basis. O"on~aquentl7, throughout this 
' ' ' . • .• t 

period, the tradi tionSlindU.str:tes au.cb. as Food Jrocess:J.ng, 
-' ' . . ' 

!roba~co• ~extUes -~d Wood and Cork manufact¢ng grew less 

rapidly that.t the newer industries such as Iron and Steel;. 
• , '· , . •• • , ~ :; • r , ' • , 

' ' 

Maehine:t"f. prOdq.ction., Petroleum •. Chemical and TmDSport 

Equip~~nt.. ~he. redeetn1ng feature of the period of planning 
. :~. . . : . ' . . . . . 

was that the structure ot industries changed itt favour of 
< • < I ·" ' ' ' ~ 

· basi~ -~ capital goods se~tory !rile basic $1ld capital soods 

group accounted tor 49, G per cent ot the total p:roduoti ~: 

.capital -in _'f;JJ., organized sector in 196(}>~ but in 1970, 1 ts 
. . - . 

$hare, .in p;rodU.ctive oap1 tal rose to 78~ 6 per cent,.. ln total 
. . ' . . . . . . ... , 

taotory enplOJme.trt.. its share rose frODl 24.7 per . cent in 

1960 to 42.5 per cent in 1970. Similarly,. the contJ'ibution 
' . - - ::-'' ' . . . 

to value added. ~p.roved from 36~ 8 per celtt to 56. 3 per cent 

during this period. ~'fhe share of consUiller goods industries 1 

vie.1, ~extiles, Sugar, Paper, Jute. Tobacco,· etc. • has cleclined.t_ 
·~, - .. r •• 

Ba$1«: industries whi·ch include Iron a21.d· Steel,. .. Fertilizers, 

ChelD.i.calst Cement and Ferrous and Non-Ferrous' Metals. have 

impr.ovel their poai tton significantly W'lder the impact of . . .· 
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indus trializetion pi-o#amme,. Several capital goods indus• 

tries hi therlo unknown· have been brought into existence 

a.ttd deV'eloped~ 'T1ie; -:t.ndex of industrial pxooduet1on. with 

1960 as base, of' basi1~ and capi~al goods industries increased 

t:rom 112 .. 7 and ·11e.o respectively in 1961 to 212 •. 0 and 

214~0 in 1969, whereas the "index of consumer goods industries 

.3ttst managed to 1nerease by 38· points from 1 07 in 1961 to. 

14; :tn• 1969. 

!he carrying through of these new industries entailed, 

besides the financial investment requirement, a great deal 

ot strengthening of the organizational and administrative 
. . 

personnel available to Gtrvernment. It· also necessi ta.ted the 

a.dopt.ion of expeditious. procedures in the matter ot tald.ng 

·-deciei one and executing them. It was bu.t natural to expect 

a higher demand for scarce labour skills on the part of 

these industries compared to the others. which was bound 

to raise wage rates :for th$Se in.dtS tries ·more than an average. 

Thus, b8Sic and capital goods industries, which have the 

strongest linkages with the oth$r sectors of the econo1111 

and as suoh were v.Lewed ver-y fundamental t~ the process of 

economic grorlh, were not on11 the relative~y high pqing 

indttstries in the first instance but also l'l)giatered higher 
I 

than average wage 1ncreaaes subsequentl.J~-c_ _ ---

~o find Ot.tt the extent to which wage changes in various 

indu.str1es were 1n qonsonance with their initjal level of 
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wages, correlation coefficient was ea.lculated between the 

ini t~al rank ord$r of industrr wage· rates and subsequent 

wage changes therein. . Coeff1 oient of Qorre lation between 

indu.strtes renke4 according to 1nit1al level of average 

wage and according to absolute increase 1n 1 t was found 

to be o. 68 tor 1960•?0.. On the othe.r hand with percentage 

increase, 1he coefficient of r.Qt'lk correlation was found to 

be o.o4t. These results wOUld impl.J ( t) ind.'l.lStries wiih 

higher wage in the base 7ear ha4 h~ber absolute ~creases 

then the indu.strtes with lower wage; (:11) the quantum at 
-

relative change in a~rage wage has not been related in 

a:us _systemat4.c trBJ. to the ortgmal level~;" 
~ . 

The particUlar WS$ in 'Which absOlute and relative 

change in the average wage is related to the initial level 

. has aplica.tione for the change in the extent C)t inter

indttst%7 wage diffe~entlelst.- The above two ~~'el:USiona _ 

¢l.earlJ :point toward a d:f.spersiOl'l. of the wage -~·trueture. 
!rhat /the extent of wage 11ariatio11 during this period has 

increased beco.ttte,s clear U we compare some sta:ttsttcs ot 

dispe;rsion,r .To find out the extent o% absolute and relative 

wage di:f':f'erenti~; the .coefficient <1£ standard devta:t;ton 

and. coeft'ieient of va:riation was calC\ll..ated for too years . 
· 1960 and 1 t;flO~/ .Th~ values ,of these e oe:t:ticients ax-e given 

in fable No.. ;. 4 • ./ 
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Je.-. He an . S.D. c.v. :~· 

- ;-· 

·t 990 0.542 0:•241 44.50 

1970 1.14f o~_;;6. 4St14 

ne above· indices shOtil that 'both the abs'olu.te ·artd 

ril.ati ve wage -variation has in~eaee4 d~ing this period. 
. ~ . . . 

fhe a.b$01U.t$ wage dtsperii.On has, . however. il\cr~B$ed mo:tte 
.. . . J' 

than the J:eJ.,a;tive WS:g$ GispersiOllt/ mh4s is $0, MC~S6t 
. . . 

. to the exte11;t. higher wa.ge Pti\Y'~ industries i!r•r.t!ll higher . . 

wage f.u,cre.~es end,, therefore, besides malting the range 
wider., also pU;Sh up the a:ve:rQ.ge ~ level; ihu dampening 

th$ e:ttent of Al.ative di:f'f11.r.'entialr:h ~e concltts:lort tha.t · 

this period. was char~cterised by. inore asing wage differentials • 

holts®Ver tne~rt!d:, i..s innitablei_; 

!he matn conclusions emerging trollt the anal.Jsie :1tl 

this chapter ¢an be swnmerued as f ouows: 

!9 sturt with, the ·wages tn the .basic $lil capital 
' \ ·. 

goOds industries ~s., Chemi.cal and Chemlcal. Products,, 
... . ' -,. ·. . .-·. : ' . 

letroleum Pztoducts~. ·B~.ic Metals, Machineq snd '!rausport 
' . . 

'Eqll1.pment were c QUidera.bl..r higber than those prevail:iag 
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tn the;l'ood J?rocessing., !obacco1 ~ex1Ues1 W~Od and Cork 
. ·. . . ~ . . ' . . 

:and P.rintmg~: lie$1des t~s. the movement .(f£ ~ious 

1n4uatr~-es tn the wage ~erareb7 ha4 been aueh as to 
et~f)J1g'bhea 'tbt:l 0(Jl08J1tration Of heavy 1ttdu.stri·es towards 

' - . ' 

' ' 

·the ·high value end of the wage iiat:ribut~an and that ot 
. I 

traditiOnal and consumer goods .industries towards the 'low 

value end Of wage distl'ibution~ DeJ3p1'- iJlsta.nces of 

U~JWa.ri. att<l downward m<OFemen.t, , the O¥el"$.U w~e structure 

exhibits .remaJ.tkable stability~ Th1s is supported by the' 

SiS!lit~oant value of the qoef'fic!qn' Of Z'ank correlation; . . . , 

between thfl t'allk ~ders of various tAduetrtes, a.oc:ording 

·to thelr wage papents, :Ill th.e tn~tlal and term~ 7ears.' 

flle~e has be~n an increase b the overall tater-
, ' 

~ilch1.etr, lfa8e cilfferentials dutjng the pe:rioi ;m.4e~ stuctv. 

T~is te· qu1te clear from the tncrease m the OOeftleient 
/ ' . . . ·: . . '.· .· . . . . 

ot v~iation *em. 4-;o te) 48.74 4ur$tls the per~o4 ~de~ 
' . ' . •. . .. 

review. ~he .. ~sult. J.s· supported by 1he poeitlve significant 
. : ' ' . 

value ot 'the coefficient of rank correlation 'between the 
. ' . ' . 

initial wage levels and the abs-olute Qha.ng&s therein over 
. . . ' 

the period 07f tlae stu.dy~ 

It --~· ._heret_ore, clear that vb.Ue intezo•$l14us'ti'J wage 
differentials have increased depending ® ftrious fact.ora 

connected with the gronh ot each bd~stry, the i:nter•~d11str7 

wage stru.oturef 1.~,, ~he relative po~itions of the industries 

~ ordt;l:r of their wage payments has remained l~el1 stable. 
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·, \ CliAPTER 4 

4 •• t FACTORS IN WAGE DlFFlBEftiALS 

An empirical aDalysls of the various factofs that 

ittf'luence the ·wage structure in different sectors ot the 

econQB7 plays a crucial role 1n the tom.ula.tion of national 

wage policy. !he available ·statistical data on w~e rates 

in lndian eoon<*Jly clearly Qb.ows that the average rates ot . . 

wages vary eig~ificant1r am<>11g different induetxw1es, 1 

different ·occupations,2 end different regions.' An .important 

area Of empirical 1nvestigation in the field of wage 

structla're 1n lndla, 1n which several studies have already 

1i' Jakul R. Dhole.ld.as ttD~termina.nts of lnter•IJldUstl7 
wage structu" ·in_lndia.", ·tp.a+• 1M-1 _pe Indy.st£ial 
Relat1Q!s, Vol. 11, lo •. 4. April 1W: 

2. Pratnod Verma. a "Occupational Waee BtructU):Ie in India'*, 
Wgrk'M Pa,t\l!o, Ul2, _·Indian Institute of Management, 
Abmedabad, c ober 19?9. . _ . 

s. (1) s.x. _Ra<n '*Regional Wage Ditferent1ale .. , ;tpdi:an 
Journal 91 Libour _ Bgonom~S!h Janua17 1.964. ~ 

~'- :\. <;, ~ 

(it.) X. Sara&aont• "Inter-state Diff.rences in Manu.-. :,. 
facturing Workers' Ea:rntags", Jsonc;aic apd lolit~cf.W. 
WsekJ:z;, .~Y' J1 ~ 1969. . - . 

(1:1.1) 'l.s .• Papolaa 11.Regi0l'llil Wage D3.ffer4ntials in 
.. Indian Industrles., 1950•64", AD;resakt Vol<!! 1, l'o. 1, 
Jue 197t • · · · · 

(1•) T.s. Papola• "Inter.regional Varia.1tons in 
Manufactur1ng Wages in India c Industrial S'truotuxe~ 
.and .Regional Effects", iJtdlg Journal gfj Industria' 
Relatiqp.e, 1971-72, Vol• 7, Bo. 3. · 
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been made 1 has _been the ~ysie ;Of 1r1te.r•indufi'C17_ wage 

·d~ferential11! ill tlle organized m~utaotUt"tng aeotca.-. 1 

fhe theoreii1e-a1 ftam.e-vr.ork that te 4ev~oped fo'l! · 

e.~pla!ning the tnter-indu.etry wag~ diftereatiala con .. e:1sts 

matnl:V of two basic hl,POtheses. '.Che firs~ }Q'pothesi.e 1 

Which aay be CalleQ. 'the expected ~bil1.t;y to pay· hypothesis' 
j • • ' -

-
has been advancf;ld by David G .• Brown, who argue• that 

•wage le~el d~terences .among manufacturing ~ustries 
•· 

.result pr~arily_ from industry-by .. industry d1f:f erenoes 
. . 
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to par wage$•. 1 fhe other Q'po'tltes&~, which •ar be 

called th~ ·•teohnologJ ~pothesis• ie based on the 
. -

nemtee that the techc.olqg!cal levels of different 

indus'bries vary cont;JiderablJ at ·e.rq point of tiae which· 

in t"t.trn. implies that the skUl ,milt of the wwldng force 

employed in .different industries would "'f((!ary giving rise 

to -.ute~-industrr differentials .. ill ~he average •sG 
rates canpute4 ·for each ~dustry as a whol•• 2 . 

L$bO®· econom!stf;l aeem to agree that th~ existence 

Of iate1>-ind.ustr7 wage W:tere:ntials ~d changes 1n tJ,ese 

cU.tferent1als can • t be expleJ.nec1 b7 any o.ne determinant· • 
.. 

but JD.U.$t rather be accoUAted for by the interaction ot 
~ 

a number. Of -variables. A l~ge _nu~asure of agreement. :is ' 
~ t" r , , , ' •· ' . . 

also pre$ent concerning the' t.aqt,ors .th:at .t.ntlueaQe tb.e 
, ' ' • I' . • ·r 

· wase st~~. ·v~iou.s. writ~:rr~ differe :<'oneidexo~bly'• 

howeve~~. a.f,) to i;he ralat)ive .imP,ortan~• ·of the ci.1tterent 

factors. 

;~0p,J·.'te»; eXamt>l&i ifeUs us .4tha1;' 

11!1he »tter:-illduatw :pattern· ot ~ee ·u,t 
average bourly eax-Ji:lngs · cwe't .substantial · 
per;1()(ls.·1s to be expla~e4 :t®demen:taU;r in 

,• ' ! A ,· 
. . 

·' 

1. · David &. ,llrown• "~xj,ectea /\bUtt7 to tar~ $ld 11\t}':tr.-
. lndut~ wage .. st~cture . in Manuf'acturtnel~ 1 · · . 
· ftdltft0'4 hnd fthO!!t Reltl.x19Af! ~evJ.ew4 ·_Vol. Hl, ·· 

o, ~ ., ctober · . . , . . . . . 

2. m.s. Papolat "hter-Induatry Wage,' Structure • 
feehao~og7 HJ'pothesia" , ·Op•, ,e.J.t.-' . . 

'· John '• Dunlopt "P.rodu.ct1'9it1 81\d the Wage Structure".i 
.:La hJane.a EmJl69JNnt ~d lQ!a.k. PQ,&Wt Bew t ork: -
W • w •. ex-ton 1948, P• ' • . . 
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tel'IDS of. the followtng fact;ors: change in produc• 
~1 v1 'tJ ,. ohaJ~Se in. output, prop(irtion ot . labour 
cost to total outlaY's;. COll1PErhitive conditi~s 1n 
1;he prQduc't: market • all.d the. eha.tlg1ttg c;Jktll . aad 
C!>Ccupa.tional COntent e£ the i:ndustnes. • • •" . 

. ' . ... 

' 'his the oret:l.ca.l framework for inter-industry waae 

movements $ppea:rl3 te give no distinctive plaoe to the role 

Of 1·. ab()'ltr . :AM· an'* 8 tiOn . . . ·"""g . ..~; a . • 

B. os~ ·; 1 · on the other hand, ~gues. that 

•Real h~17 earnings ·have advanced more· sharpl7 
b. hishl7 organia,ea industries than in l~ ss · 
®ionized in.®atries., in periods rtf stable or . 
tldclinhas un.J.on meJnbetsb1p. as well aa in plri Ods 
Of rapid <.>rga.l1i.S'ation. flo reason has been fO'Wld 
to believe tha~ the relationship ts ooincidtn'ltal". 

Ress and Golaner, 2 find three major sources ot inter-

.industry wag.e ~iatioast the degree of unionization., the 

degree of emPloyment ~pans1on or c0lltraot1on: and .the tegree 

<1l competition or olt.gopoly in the product market,. _ Aoc ord1ng 

to these authors, 

1 .. 
2. 

tfJ~om. ·a.tl analytical standpoint, the d1ff1culty is 
~hat these 'three inf'lue,nces ••• have been oparati?e 
in su.bstantia.J.lt the same gr.oup ·Of iJldustries.: 
Statistical means a:re no·t at h&lld to disentangle 
th,.etr separa. te effect or to establish \1hich • it' a.l'J.Y, 
is the prtmary oa. use • Our own bel.ief is that .· 
\m,1ert.ization is a s~oe ot wage advantage• wbioh 
operates tllOst effectively under faoilit.e.ti:Q8 ·environ• 
metttal circu.mstances•. . 

Garbarino' states that 

. 
Arthur K. Rqss and William Q.oldner t 11Farces At'feeting 
the Intei:--Industry WSBe Structure" , iaa;rterly Jgy;rna:J. 
9k' .Egonomia, Vol.• 641 JJo. 2, May~ 19~., PP• 280•81. 

Joseph Garbariaot • A Theorr of Inter-Industry Wage 
Structure .. · Var .. · iati0l1tt, ~IJterl:y ~oUt'l'lal. of Economics, 
Vol. 64, mo. 2 (Ma.y 1 o t pp. o5. 
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*Wb.Ue wage behaviour is the resUlt ot · the 
opera.tiQn -of a large n'Wn'be~ C:f ·factors, it 
J.s arg11e4 that the "'al".iables ·crt produetivit:vt 
conoen tra,tion and uniorU.sation w1ll be. t:atable 
~ explafa.1118 iihe maa or portion fit'' djf'f.erent ial 
movement~. · 

I 

ll:\mlap ar:rtves at his CQ!lclld.on$ by .de411Pttve J!'e-ascm. .. 

ilag and supports some ot them with $'tatistical ev1.dence, 

Ross •. Goldner aJtd Garbarino at~em.pt to &ubstantiate eJ.l 
' 

of their oonclusibns b7 empt:n.c-~. St'tul¥ of &ta,istice.l 

data. 

' . 
which were assoct.ated With inte1"-industl!'1· wage differentials• 

J obri and ,A.gt¢wal1 focussed their att~ntl~n .ca the demand 

vat-iables $11¢h as ~oss praf~tability, labo~ pt'Qduotivlt,-. 

contract labour rat~o ·ancf wage··· cost rat :I.e;.. !her CQlcl uded 
• 

that labout" produetivity was sienif1cantl7 associated 

w:L th wages either BlilSlY w in ct:m#.unetion ri~.h oth.er 

explanatory varJ,ables. 

Ycma2 foll·owe4 a Ed mil ar ~pp1 .. oaeh but added other 

•xplanatory ~!e.bles such ae fixed capital PG1! worker 

' 81ld the ratio of wage b1ll -to net vall¥! ad.dt)d .• , fhe st'td7 

enggested that there was a ·'Cl~se rala.tionrmi.P b•tween 

W$-g$0 and productivity,. 1JQW&'V'JX", the l'egreGsiOA C0etf:1C1Eilt 

. t·or cap1taJ~ :1nteneit.7 ba4 a l.\egat:tve sig~a whetJ. il1clude4 

j • • ' 

a. lram,al c. V"mat •·.tnter-lndustq Wage Structure in 
India. • lfu:rther Erldence" • op. ott. 
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::b. a muJ.t1~e :regression model. hi ltbeD. capital :lntensitJ 

and wages were cons1dered together • the coefftcient 

···: ·be~-.e p~ltive ~· well_ as signUi~a'at. 
. . . j 

Sawbtte7' in his etuct,. co-verifJ6 the perio4 195 ,_6, 

O·onf1:tme4 the hfpothet:Jie that. product1v1ty was the moe~ 

stgn.if.icant factor 1n the expla.na~1on ·of the hlter-i.ndustn 

wage structure. 

:In a. reoent study, t.s. Papola2 hal exam.med the 

probltm of inter.-industry wage structure han 'the view

point at the teohaologr htpothe.sis and argued that 

•teclmolog~cal a.ciw.nce requires not o~J a large.r ecaponent. 
,, 

ot ekill in tile work force, but it a1. so l~ads 'to greater 

dtgree Qf e.kUl-4Ufer$ntiation aJtd specificitr ·of .3.ob$ ia 

induetries"" fapol.a took the view tb:at the eJdl.l. m~ 
' 

.;t"equtr4i:te1 tor a specific iadustJ:7 w01,1ld d1cta:te the· ·4Ufe~-
. . 

ential paJJD.eat in that .tndutry., ta so fs;r as the aa~or 

source .~ differential ~eut would lie 1;D. a skul ·tdX 

dU':tereace betweeil· plants and indusi:r!es~ 

l?ramad Verma' ~s also arguect .b. his xwecent &tuq 

·on occu.pa.t ion.al wage struetu:re that .. the ~ob content• 

tecb110l~1call.J determined .. would he the bast$ t~ 

. . 
'cr,.,s. Papola,t .. lnter•lndustry Wage ·structure • 
TeobnoloQ JVpothesis0

; op. · Qtt-
' 

Premed ·vermat "Occupational wase S'tructu.r• h 
India" t op. cit. · · 
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· occu.pa.tiGb. .rates wh1~h· :$A tltrzl would be ~eflected 1Ji 

the average rate ot a plant. • 'irld'f try•, whi~h ._plies 

tbat. Wh!le· econan1c factors ·and 1netit:.uttOlUil. forces . . 

aff.ect th$ wage structure., ".the _p:r1..maey of te~ologica.~y 
-

.determined wage differentials as the base Of wase 

f:itructure st1ll rema.ins to be teQkoned with• .• · 
' 

the basic so-..arce ot data for the empirical studiee 

oa Ut.ter•iftdlla'tiX"J' wae;e stl'\\Qture has been the A=~- :Survey 

of hdu.stries. ·Most fJt the ·stud tee define au ~dus-.ry at 

the two-d.:!.Bit level. ·0:. agsregation ·1;hough e. :tew e*udies have 

aleo ex-amiile4 iadustl'iee e.t · tb~ four dig:lt, level o; 

aggrega.ti.on~_t 
A perueal ot all. ·these studies ehowa, that adequate 

' . 

care has _not been takea 1A measuring . the variable e 

prope:rlJ\• f~ speoJ.fica.tioa ot 'the Yariables had 'been 

rather crude .• For; ex.ple.,. $11. the rese11%'ohers have 

included the 0 Sldl1 ·compo.sition• ot tbe laboar foroe as . ~ 

an ·aXplanatory varta.tile An ~he regreeslon mod·el. But the 

J.D.dex1ag ot . thJJJ variable l.eaves_ much to be desired. Johri 

and Agarwal;, have 12aed. tb.G ratio Of ccmt~aot labour . to 

total la.boar as a ,neas~ of ektll qcaposltion or ~e labour 

't orce.' uaaer the assum.ptiOil that onl7 contract labour is 

:emplo7ed. ~ Qapec1f1ed and urtekUled ~obs:,, th1s te ·~ 

'' 

1. Ptrt · !ristaace,., _ham()(~ Verma's ·studt presents. the 
reSUlts of a detailed . analysis ot . 209 tour disi t 
level ma.·uertries for the yea:r t964. Of • lbld •. 

. : .. . . . 
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.· 
liub1oue assumption indeed. The p&X'cen.tage Qf emplor•es 

,. other thaD prod:uotion workers• to total etn:Plorees has 
. . 
been ·u.eed as a pror:r fOl" skill mS.« .U:l a stud)' by P .E. 

Sawhn$7• ··~ this study all the produ,ctj_on workers have 

·been classified as "uneld.llel' aad. tb.e non ... produotion 
' . I ' 

workers a.s ''skUled~ A Ql..asstt1cet1on lactiDg a17 sOQad 

3U.stif'icat ion. 
' 

~- saao othel!" studies,. notabl7 'bJ B.B. Dholaltia, 

· data Oll ·skill ·DdX has beea •alteu fl"om a stutlr b7 Pant end 

.. Vasud~vart~ 1 th~ aeaum.pt1QJ1 b.volved is that the rolatiw 

skill cqnposition ot .labour:- torce in the two-digit level 

lndUBtri~s estJ.Jnated for the yea:r 1956 ~eflects the t-elat1ve 
; . 

skUl .alx tf:Jr the year 1964- also. !ha.t the·. $~1 requ!l'e• 

~Dente,. and b.eD.oe the ocoupatlonal compositi• of the labour 
i ·' 

force of~~ 1ndust~t will not undergo ~ign~:J.ca~tt changes 

over a short ·a~ of t~e 1s underetandabl&, but to assume . . 

that S? will be the case crter a_ much. 1 anger peri oa. t sar a 
. . 

dEu:a4et is rather tm.3Ust1flable. this is JllOl'e SO in the 

oase at an eeonQq fo).lowi:tlg a pr.ogramme of rapid indust• 
\ 

r1alisat1on and. U.dergotng significant structtlral -t;ranstor-
. . 

mationf Xn .such a case, the rigidity in the occupational. 

structure .18 not to be expected. 

,;. 

• 
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'' . . . 
' alx l"Squired f<1.1! a epeeific indust~ ~Qll·d dictate th~ 

diffe:rential. pa1J~ent in that Udustn. !hf~"h1PO'thes1s · 
' ' 

was a ste,p toward examlniDg the eXJ)lanato):.y Variables 
. ' ' . 

at work 1n a pl.ant sitPatto•• How•ver,. this tecbologlcal 
. . . 

view could not be tubsta~:biatecl 'because lapola. .Sed th•. 
' . 
' j 

proX7 varhb:te ot oapi tal tn1ieneity 1o.stea4 ·~ a dil"ect 

mea sure of ekUl mtx .. 

m~u; .abQVe dtscuss1on Clearly .shOWS t~t in,stea.d of 
• I ' t - '\"-'; I 

0 

• - • ' oj ' • ~ ' 

using a dUect ~eaewt at sk.S.U au all tbe studies ha"ie . . 

relied on ind1J,-ect ·p:roxte.s or doubtful :.,.alidi.tr. !.he ·same 

can be S9.1·d af :Some O'.t. the Other V~iablea wh1oh had been 
. ... ' ·, 

equa.ll7 unfort~ate iJ.l not findiiig a prop&:r: ex)reseioa~ 

:' Aftotbel' disquieting feature. ot tbe .available litera

ture on 1nter .... 1J.ldustry wage d.ifferenttal.s ie the o~e eUe4 
. . 

choice of the Vat:"lable s through ~hioh the wag$ di.fferential.s 

have been sou.ght to be. explained.. .fhe val'iabler:f:repe~tedly 

tried ~ all the"st~u~S',had been that ~ pr0du,ct1v1t7• 
.~ ' ' ' 

skill compoa1t!on, ratio .Of W96e eost to value :adcled at1cl 

tbe gross profits. lfo attempt has been mad\9 to ear.ud.4er 

and to "evaluate the possu.:Le 1ntluence ~ ~ket structure 
' .• 

· and market power on the industry wage levels. ~he eff,eot 

Oi' eeas~1ty aad instabilttr of emplQ3Jl161lt on the wage 
.t • • ' • 
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';~elat1cm.$~P-.. ~ b$ established l>etweel'l the sex· Qompo

ett.l.o:n<ot ";th& wot'k tore~ and the wage levels has not· 

'been izlvesttp ted. · Thc:Jse ce some or the areas Where 
, .. furthe pr,obins can c<mstderablr ~crease our u.nderstanding 

. . 
of the forces affecting wage relationships among industries. 

111 order to were>ome some <Yt these shortcomi:rlgs this paper 

further :rq.akes an ~empf.rical. investigation int~ tb.e deter

a1nant·e of 1nter-$.rldustey wage ditf$l"entiale. Alone with 

the Y&riablee whose possible influence on wage levels has 
•' . ' . 

already ·bee~ established• we intend to 1ntr·od;u.ce some new 

vax-iabl.es whose s1/a.t1et1cal. stgnU'icance has not bee:n 

ascerta.iil.ed so te_. · 
,, 

4 t 2 lltPO!BB6ES: 

fhis takes us to the probletll of stating a epecitic 

;rtelat.ionehip between tb.e seleoted faQtors and qe.e. We 
~. . . . . .. . -

are not 1n a tos1t1on 1;0 state before~ th~ J:el.ati-ve 
. . . ~ -

tmportance of one fa-ctor as oompa."d to others in a given 

-Q!tue.tton, but on the basis Of established facts 1n economic 

theoq and history we can ea$.Uy postulate the following 

· hJ'pothe~s st$ttq the relat'tonship 1n whidt these determinant 

ge:oerally $taa\ w1 th wa.gea. 

t.. Relative vartat1on in wasets across indust.ries will 
~\ 

Co:t:'respcm.d to the relative dU.ferences in labour 

productlvi.t-7•~-... -~" .. 
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2. Sldll rn1x d.Ufe:rentiation resul tiDg fran te Qhno. 

logical progress wOuld d1rectl7 affect the wage 

dtfferentW. s. 

·c , .. 
-·JI• .. '. 

Thus, the industries -~ which the. occup3.t1onaJ. 
structure lt:J weighed heavUJ1n favour ot hish
eldll work :t oroe, the average waee rates will be 
hlgher in comparison to those industries in wh1Qh 
the aver.age requirement of $kill is lower., 

!be degree «f eompetit10l1 in the product mark-ets ot 
.. 

·various s.nlutries is another Important determinant 

t1t wa.ce cU.fterelltial.s.:'' Product merk$t •onopQlists 

and. Gligopoliets will be bette,_.. able to pay and 

su.sta.i.n h.f.glil wage levels,> than the industries Which . . . 

face ,str0l'18 competition tn the product m~ket. 

4. .... Seaeonal and. fluo'f;ua.tiDg sployment w1ll nortnally 

))e. e.$sooia:tea with lower waees than more ~egular 

· pa1terns ot EDpl.oyment • 

. 5 •· · · . II1gher the :groportion of the wage bill to to 'tal 

v:alu.e addet\" lower will be the wages thea other

wise. 

6. the industri~e with a low ratio ot fe.IXlale work .torce 

to total. work toroe wUl tend to have higher average 

wage rates as oanpared to the tadustries ha:ving 

higher ratio of female l:;~.bour force to total lab()Ul't 

tore•• 
fhe formUlation ot the l0$1oal bae1e and empirical. 

Y'ertf1eation Of each ot ~ese .b.7Potheses toms the subject 

matter Gt the PJ"$sent atJ;d 1he next chapter. 
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4 • 3 HODB . <P ABALYSlS 

l.or tht ver1t1cat1<m. ot each h)tpothes1s (and, 

therefore, ftlr eYa1~t1ng the .-ole Of each factor) two 

trpe e o! ana.l~Sef! 1 Ja111'W!lly ·. C9Jnple.mentary and perba ps 
" .\· . - . 

11\separable:; 'have 'been. used. F!ret 1 we have t.ried to. 
- . ' ' ' 

discuss the develo911ent of the principle postulating (1 

.z.telationsb.ip between the factor ~d wages as fou.nd In 
' 

theoreti·eal literature. T.hen we have. statieticallJ 

attempted to wrtty this relationship. fhe first anal7eis . ' . 

has beet!. doae in the present ohapter,. whes.-tU}B the next 

ohapt.er contains the emp1rtcal verification at each of these 
. . . 

hypotheses. f.he laiter ·type ~ analysis. 1e attempted at 

t:wo le\"el.e. Fll"st. we ba'Ve tried to test the hJ'potheees . . 

bdep&l'l.dentlJ'~ !hts ·has been done by~orreJ.tt~the 
series of the ~d1Cator ot tbe factor concerned and wages. 

,'rhe J"esul ting tdmpl.e and paJ:>tial correlation coe:fficien ts 

have 'been analyeed ~o study ~h .. conc<Gitancies among the 
. I . , 

va.r1abl.Eu~~ Seoond 1 an attempt ha.e been made to integrate 

, the conclusions Of the al1817sis relat:.t.og to. the verifica

tion ot partial }Utpothes,s. !he techaique ado pte a there 1D. 
. .. ' . . . 

4.8 multiple regression a:aalts1e. The au.al.7s1s. maJ110t 

e~eceed 1.a. pre·otsel.J measuri.ng 'the t'um.~i~tian Of each 

factor tu wa.se differentials, bu'O it certa1nl7 points out 

the relat~ve siguif~canoe Of each f'a.etor in relat1.on to 

others. ehe re.sults of this .etuc1.7 are thus exl>ected to ., . ~ ~ . 

pl"OV1de fresh insights into the theoret1oal. propositions 



' tt;egardin& wase difterential.$ • 
• 

Attention in tbJ.FJ study is tocussea upon the 

wage $tru:etu.tte at a given time rather than Ch.angee 

over a period of tt.me. Caapar1$ons Of wage movements 

t~ough time are useful attd inter~sting,. an4 stu.Q.ies Ol 

this sa.rt ~ve been made by DlUllop, loss, Gar\m.r~o and 

.Papola et·c, lll.tt exmainatiotl of the was• structure at 

a gl'V&D. time is also 'llseftll. At atll' l!Uillle!lt the wage 

struc~e refle.cts the accumulated .influe~ce ot va:rioue 

toro-es o.,et a considerable period tit ~1m$,. The conditions 

e.tfectllDg the movement ot vases in an industry duriDB 

the last de<.mtt• ma1 not be the ·same as those affecting . . 

the move~nt ta the p-ev1011s decade • lleace ·• the Qll.alys1s · 

ot the wage structure· at a g1Yea tJ.m.e may reveal some 

.of the long run lnfl·uenoe pl.a11Dg u.pqn wageE.J m~ clearly· 

il)).an the study ~ ohanges .in the wase Stl"tlQture betweel). 

two dete e.· 

1Jbe reference feaX" ot this atud7 .S,s 1970. !hiS is 

the latest rear fOJ' which the data are availa.bleci-

~he relationship l)etween wage$ and pt"Oduct1vit7 has 

been aa bt.partant theme in econ<111'-c theor7. There are 

varyUg approaches ra.ug!Jlg tro111 postulatilig a positive 

:relationship betwe.en tht:J .trends 1t1 trod11Ctton per workex-
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and wages, to the theoretical exercise 1rl deviaiag a 

princ;ple of equallty between ma.rs1:na.l poduct:1vi'b1 and 

wages. 'ihese approaohes proceed on the asSQil;ption (It 

direct aad au.t<aatie l'ela.t1on betW"eea a rtee in produotiv!tJ 
:·- :· . 

and a rise in •ases• Q1 the other handt it la sometimes 

areued that there 1s ao such automatic ad,~~1mlen1J which 

makes wages rise ~ direct response , to a rSse ~ pro4u.ct1-

vit71 the relation, to the ext~nt it extstt, 1e indirect: 
' 

through th• eftects ot productivity on oth.e:r 1$8e-4etermintng 

tactC)J's~ 1 4coording .to thio line ot ~~a.SOiline1 ~od Ult1v1t7 

t• aereli a ;f permit tiug · ta"'tor2 · 1rt ~aist.~B wages. 
' ' -

1ievenheless, the contention that a ld..gh le'Vel of 

wage$ can Ul. timately result Plll3' ~om: a ri.siug level ot 
. .:,' 

prOduetivi:ty is· il1<U.spatable. fba allw~t ot tittine 
' . 

:thie 8ener$.1 proposition t~to i;he iniCJ:"Meoaiatc . equU!• 

brtum t~ewOl"k, led the l'le.-classi~al econOJdsts 'be .tnve~ 
.· 

the concept ot margitaal net prod~ct as the eole detent1,tlaat 
- . . •' 

Of wasea. .!the tradition of poe1n.1latil'J8 a,_pa11sal..,r&lati<m• 

ship between marg~ .FO<'htettvLtJ' and wage-rate 1s · highl.J' 

.surpr1s1ne in view- oe the :followi;ne. wa.rntng bJ OJJ.e 

. ltt:~ mas..,E.lr - aroh1tecte1 Al.tJI'&d Marshall.: •thla (margiUl 

-- .. )"0 

·G"' Soule t · •!he. P.todu.c:t1v1tt Paetm-· SA Wage Dete%'111-
natton", Apterfsl E99Pj1'A. ReJ!ex, Papers -~ 
P.toceedings, 9 .· 1 P11 ;,o., 

See. J~w. ·Gt:1rba.rino, · Wpgq.Policy lnd.Lg-Tem 
csmttasts,. Brooldllgs. Washir;gton. 796~. P• 4!S. 
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prOO;u.etivttr} doctrine· has eoinetimes beea put forward 

as a the017 a£ wages• But there is AO valid srou.nd for 
; , . . ' 

any su.Qh Pl*$tctns1on. The d;ootrtl',le that the ea.rll1Dgs ot 

a worker tend to be· 9qua1 to th~ nt:Jt ~o4uot at his work, 

has by ttselt atJ real meaning" •1 
., 

Later some eCOROJiliSts thought of, empirieall;r testillg 

the val.1d1ty or otherWise or· th1.s prittei~. u .the field 
. . .. . 

ot wages~ Last$r, 'for example, made a study ot several 

ind11atrial. ~ompan.ies .mt.d found tb.a t the .tri~oipl.e at· 

eqt~al'lt,· of marginal pr:od.uctiv.it1 and tactox- pr1.o~ hae 

serious sh.Ol"tcCDi.Dgs for ~pplicati-cn speo1all.y in· the 

problema related with wages and .eJnpl.O)'ment ~a B~art~ hcrae ., 

Gadgil toun4· tb.at 1· although 't!h' aseumpt10JlB underlJJJlg the . \ . . 
operation ot the D~a~ginal }.l!'Oduetiv1t7 the0%7 wer~ to ~e 

. ' 

found in X.dian ecoa_,.,. in thf'; pre SGooDd World War period 
' . . . 

the theat"J dld' not operate. fherefQre, GadgU o~ncluctedt 

"1t ts obvi~iJ that 'aa e.xa.ct co.rreapond~nce between the 

marginal }1COduot ·of· labow and its reml1l1Gra.t1on is a. purel7 

the ore tical coneept a&d such a c~espond~ce OS.lU1ot be 

observed in practice".' Sane basic ob~eotiomt have been 

. 
1. 

2. 
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.. 

. ta1sed agai11a1r the· t~'oretical and log1oal. stlUoture of 

th1~ ~he~y,,~:but tts ~lid1tr has been m. m~e qu:estioned 

a. t the $mptrical l~vel. 

The· pract1t1.er·has ne~ bothered abOut the 
; • I 4 

.'b.ti~l._y at' futility Of the a.ca.de:m1o1811.1 B tb.eorlee• but 

has al.wara recQgJlise4 in. the prooesses-ot wage determia:lation 

t~a.~: prG!uoti'V:ltr 1e · ati Smpo.rtaa1: factor ·to be cons1de:E'ed·· 

mhe :Work~a and the sploters .aave ~requentlr refe~r-ed. to 
\ : 

prcx}:u.ct~vi~J· as Oil$ ot th$ er$.teria.. !hie tren~ bas been 
' . . 

~mucb •Qt~ !U"onounoe4 since ·the aewlopnet of -collect-ive 
. , ' , ' ' . ' ' 

' . ' ' ' '. . 

barsa.1.ziJ..Qg. As a. result • tlie eQonomiste att$A1iion has 
' '· ' 

al$C ~a diverted from seeld.ng .bt prodttettY:l.'by the· principle 

Of h"ages to exciD;Ing 1t e.s one of the •·ct'i~erta t Cit 

'lba·ses•· •. wage. detemtnation.a ... 
~ ' 
.Jt ba.e· been correctly ob~$'rved tbat an_ b.Qaase a 

p~oductivltJ aO&s aQt .a:utomat:1call7 leaci to a rise 1a we.aes. 

'Jle c:armeeti·oa between producttv1t1 aad vases is not so . ' 

o1ose ·and direct as to act as a st±.ulu.s; •!i!he most tliat 
' . 

~ 

can be said is that tncrea.Sed pWducttvit7 Gllla:t·gtt.G the 

JQ!§J.bllij_f of btgher, wa.gesttJ _. 'tit JPQi:1H!' a11. increa8fl 
. . .,,. . 

>. 

f~ ' 
. . . ' . . . . . j 

For. e:zaapJ.G, see H.~ Dol:>b, ·~)leOJ'leti _ ot. W.~:~ge.s• in 
Slzlgh, . V •»• . (Bd.) t JSf!U~ .AAP9ut &9 lr!d&&t-latibqj 1963:• · · · · · · · · · · · · ·· · · · · · · · · 

See tOJ: ·ex8taple • J. Backman_• '1'• pet.gim#yet;op., 
D~ Tan lfostrSr.ld 0Qllpg.ny, .lno •.. ,. - ew t~ , 95 • 

&., Sou:te, op. ·cit. • P• 139, ~pilaej,S added •. 
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b the wage rate wtthOll.t 1ae'l"eas11lg labour cost per unit"1 

- 'tt . ....~ .... 1 1 ., .. .z mue or it iiew.s .,e produce 1bera wage po .... icies • -.a;u. 
. ' 

de·gree to whleli inc:reases in productivi" lead to increases 

ia wases .18· determined by factors like relatl.ve bargaining 

power .Of the ,art1es.. Here it is J:lOt a matter ot automatj.o 

a·aa tibjeetive eoDneetion; but Of a df.lll1berat., geeriilg ot 

wase· aovemen~s in 11M w1th thtt productivi tq movements. 

ihpp .• Qe .. Jr»+tii.QSJJtiP ltft#J'f!.!l1 RQGS!*tf&U94-JMBft!AY 
..... "' ~ . . 

M:tts M. ea I' s•- aswQ! 9f 1h• JWfU!QrlUU• PilW 
. . 

iaJ4At1ns_ ant\ dJY.Jherate an Qt .J!lAAUPi:zitr sr&t!£191 

.Ia lt•BLatlM wye.p.,. ra»er a.g. a aegeUs¥ . eaa&mu .ot 
.lklP~the;UoaA.titJ@t&PD~ 

the Gffeot1ve workibg ut the market me cb.amsm m.q • 

however, provid• possibllities of autoaa.tio ad.#'U.Stmenta: 

C1t wagea to p.rodu:ctivit1 tbrO'OGb its effects on varlOlll 

wage determini!Jg •a.riabtes. Far example, an7 slven 

increase in gross produc.t1vit7 will ha'9'e a positive f;!tffect 

on the demand fc:r labour, u ~here r~U:lul:te an S.nereasblg 

average net productiVity corx-e,sp·ondtn.ilr, •4 U the dem.aud 

cur-ye f<tt' the product ta aufticientlr elastto. StliUarly• 

product1vlt7 tnc:reases wUl increase tht pr<Jfita.b.111t7 ot 

the firm or ind~stryt thus raishlg 1ts ta71DB cape.c1t7:t 

1. J. w. larWtno, ~P•. ~t., l'• 4,, Emphasis added. 

2 ~ S\IDDer ll• S11chter •. ttllqt'es on 1Jle Struet·ure of Wages" , 
,gsS~"" Of lgpp.~tcs ansi Stflt&st1t.is1 XXXIX,_ Febrmr7,. . 
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whiQh ta • :i!Upcirtaut factor 1n wage mcrEuuu.:re. !to the 

. extent these va.ttllable.a are relevant to ths 4ete;Dinat1on 

(!If weees and are, atteoted. 'by .clumges 111 product.~vity, 
. ~ . ' 

tb.el.'e e)l:Pil. be .an. a.utomatle eO!ilteotiou be~~en pr.oduo'tivit;r 

. and wases• . But . all these ~lationahips are 1miU.nC1b and 

unco'taln, 4e:wnd1JlS upon the vallcltty or othe:rwlse of 
' i " . 

. the un4erl~ assumptlms· regardUag tbe workiM ot market 
' I ' • • 

meo~lam. "!...~ a_ direct and (!laeily ascertainable· relation

shi.p betwee~J; irotb.tct1v1t7 aQ:d wages ·(\fle has to look for tbe 

bf#tanoes iihere chatis~ p:"oduotiv1t7 .ls made a b~$1s to~ 

a qha.a,se u wages by the wage-tui»g t!l$t1tut-.OAe. 

J!aldlls a ~E:tliberate me ot prt;»ductirtty cti.tex'ion 

. in the resulation of vages.,. does not suggest ·that wa.ees 

in v~ious industn~& OJ' eeta.bl1sh.ments shcm.ld r:isa in 

prc::»portian to _ri~e -in the productivttr ot tha:t oc.pa;nJ' OJ:' 

estabilshme211;; ~he~e ·are two baaic objections to increasing 

wages in a given 1!14ttStry in proportion to rise in the 

output ot. tha.t J.ndutq b~ought about by 'btttter ~g$Illent 

or te¢hno1ogical pcogress,. 

One reae9n ts tha:c $\lch tnareaaee w0tt14 · btr.oduc$ 

un~ust_it1-ed. ~eqwal.;tties 'into the wage stru.ot~ ot the 

coltlml»Ut7• !he raiH'~ o1 technological P't'C~~ees ~es greatl,-. 
am~:mg l.adu.stries. In SQD.O ~pla.J.y grcnd.ng· !.W.ustries very 

l.arge U.c~~ses 1n output pn,. rnan.-h.our are posstbl~ in 
. ' ' ~ 
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shor1f periodt:l'':Of time. .Xn other industries pr eluctivS:ty 

m~ht be 1'~~~ Ollly veri slowly or' mi~t eve.- .be 

· falltilg. Labom- mt&ht have ~o particular respone1bil1"r 

either for the larg.e increases in tlle oae case w fO'l" 
' ' . . . . 

the taii 1D the othe~• lrofesaor St1111ler Sllchter ·haS·· · 

pointed· tm.t, '*It wages were .boreaeed m these various 
. . . ' ' . 

in4uetri.ee in~ p:roparti·Oil tQ the nse ui pr()Cluettv1ty• the 

wase stttteture WoUld 800Ji he.Ye little· .l'el.a:tiOru\lh!,p .0 

the sldil. and reepoastbtlitJ tequ1reA ot tbG wolters or 

. to thf;l rela:tiv• a-tt~a-etivenestt or 1mat'tracti:reness or 
wo:rld.tts oo.oUtiOJuJ. . e_.-. lab~eJ!'S Sa tedl.n01.ogioall7 

~dYariCiDg 1nd:ustr1e$ 1t10tlld ·be. receivb.tg far more thSl'li\. 

.· '·sk~led workertr in other indu$tr1est' .t 
. ' -

rehe secolld. obje ct!an. to increa$1.:.ng wages .SA e. 
' ' 

siven industry .in propor;tion to the J.noreaa• in .. og.tput; 

per aaa.-hour in· that bdus'bi'J' is that $W:h .an ·tnc~a.se . 
· wouJ.~· p-eV~&nt the eco•aQ- from product~· the 1arseet 
possible output and thus WC\1ld lJ.mt~ t}Ja J:lSe. Of· tbe 

. . 

standard of liv.tng. !he jAeqmlititr;e· f.n th• W&ge· Gtructu.re 

would prevent i.ndue1;s-r afl a wkole lfroa prod wcS., ·the 

largest pCSS:ible pt-odll.C",- beCa'U$e the rise fit. weees b. 

the lndustJ.-iea wbex-e l.abo-.. p.roduct1'V"&t7 was tacrea~itlC 

. 
1. ·Quoted ill lules Baobum, !tp.ge !Metmim,fi!on, op. cit., 

PP• .108. : · . · . . 
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.•ost "'ap141r WQULd ~nd 'o prevent these industries 

tJ:~Olf1 redaci»g their )rices to consumers* and thus from 

expind1:og out~ au,d tlllP1011Den.t, Thus the growth ot 

emplo1Jileat vould be 't$f$ded at tb.e wrr points where 

labour was gainbg most rap14ly U. product1vi'7• , 

this does ~ot Jll$aa that ~oductivity is eim.portant 

trom the po:tnt of view of wage fiaat1ort. Rts1DS 

prOduetivitJ is the f(JU.!1dat1on o~ whlch the capacit1 

·of ;b,d·ustry t·o PA'I lS bu.ilt. · it the emploJe~ bas not 

got. a. steadi.lr - :rts1r;.g output or .goods and services 

'to sell~· eve high prOduct prices relative to the general 

prlce level will. be ot ao avaU to enable h1m to meet 

·wage. ~ailns•· . ~o<:cu}Bti:Qll.. with productl'Jiti shoULd, 
. . 

at_ all tbee, be the •pl.cp~ 1 s fiz'st oc:acera becaue 
~ 

.. or the· two variable taoto,.s· contributing io l'd.e capacity 

·to Pe:ft· ~amel;, rtsp,g prod:uctivit;r· and l'isi»c produ~ 

.prices, it 1S only the former, aad u·ot th.Ei latter., that 

le &ttt.ena'ble to his iftflut9xu)e:, to soma extent~ · 

is o~y oae t:Jt . . EJG'Veral ·crl teria in wage ti.mtlaa. ~-- · 

While ~tWig. ,pro:iuct1v1i7 raue·s the· capat:Jit7 at 
b.dust17 'tQ pay and. .ls 1t.U a 3ustU1eat ion tor 

' ' ' 
''high.$~ wages,: 11; )Bs aev,t)r beeJ>. th~ sol-e .or cont~ollins 

CJ.'1t•r1on .in a:ar· wage tixati~. Often it hae played, 
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e8 Benste1n1 puts it, rta subordinate -role11 S. wage fixati;pn. 

tb.ereiQI.'t,, apart frQD the~praeJ1cal ditfioulties ot 

establishing ·an operational. relationship between wages end 

prOduct:lv.lt.l t~om year to rear, there is the :tmportant 
----·---. --~,t - < 

consideration that 111 all countx-ies including Ul.cli.a•. procluc-
' ' 

t1vit1 aas, in practice, been con.si4ered to be only o.ae Of 

the several or~:teria epJ.oye4 1n wage determ~at1on. 

so. •. it must be t:oncluded 'that though -.ao precise 

~elat~e~uddp between wage aatd pr:-oduotivlttis Yal14 D. 

:.-e.spect ae pa;rticult1l' ind.u.stries on a short term basis, 

the wae;e changes can't " m.uQh 0\tt ot line with produot1v.1t7 - . 
oba11ges • retltoned on a tr'Ol.7 lone; term basi~~·--

low, since at anr JllQle~t wage str"Q.cture reflects the 

a.ocumlllate4 infl:Q.enoe Of variOttS factors over a considerable 

period Of tiale; 'so in an analysis' Of ·the 1fa~e strnctve at 

a gl•en time we woul" expect a olose •"socte:tlcm. betweea 

wages and productiv:S.ty 1 .• e •• we would ezpeet h1sb levels 

ot wag~us to be associated w1tll h18h productivity and vice 

versa~ !his britlgs ua to the tire" hJpothesls .of -· present 

study that ls to what es~ent the !.nter•udu~t.rr wage diffe~ 

ential.s can be ezplatneQ. in. terms ot the illte~1D.dustq 

pro6.-uot1v1t 7 · 4ifferential.Q•\ 
. -~~ 

1. 



132 

·4•6 .SICXLL DlFFERElfl!IALS AID WAGES 

!he poposi tion deWloped in tb1e sectton is that t 

ia4ustq waee rates ~ on aqeount o.t eld.ll miX Wterentiat1on 

re$ult1J'l8 t~om tecbolog#.cal. progress. 

fbe .~ecbllological level ot iaduslrt.es stat"te4 in the 

pre-1ndustl':fa:1 stage of ~the econamy has been f.o.m.a to be 

iow. Most at tbe opera.tf·ons· U.Volved 111 Sllcb lnduatries 

.have been maauel ~ ~ the tater~tnd:ustry movement ' ot labour 
I 

;.s free 1 irrespectlvs of lc»catton at .idustrieS,;I tbe obsex-ved 

U.ter-indwatry wage different:f.al.s woulc.l be JJ.e.sligible* But 

if· ·such aovementp are restricte41. then wa&e rates ill different 

industx-iee would show a. greater extent Of variation; but 

#.ts origin obviou.slr l.:le~J lA. ·resional dttferences Jtatll.,. 

tb.an .in industrial differences. !hat is, 1rl an eo¢~Qit)" with 

a verJ emall exb$J\t of Utdustrialiaation, there m~y be large 
i 

seogra.phical ·differentials,, while the !llter-lndustry d1ffere-

J&tiaols would be l"Glativel.F ~ow.. Once auoh • econ01t17 

starts indU;Stri.alieiag· on a largs soaJ.e and also at a a.pt4 
rate, ~e higb$r tectmolegioal levels follow as a Datural 

corollarr. '!hat ts so, parti.cul.a.rl7 tor· the aewly induatria

liabg coetries ot tOde.,S Wb.ich a!a at a J"api4 transtoxmation,.. 

tJt thet.r ecoxua.tes ·on t~ 'baois ot a programme Of' large scale 

tndustr1al.1za.tion necessitating the use Of modern t'echn~pgy 
' ' 

available oi:ther domeetloa11y or from abroad. •. R.eecb'aoloeical. 
' ' 

advaace~ .~· twn, "quires not only a larger ccmpOAent ot 
', _,. ·-\ . 
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~kill .Ut the. workf·Oi:"ce, but it aleo lead$ to greater · 

4egree ot &kUl•tit:rerentbtian aad spe oit'1cltJ' of 30b8 
' ' 

in industries., f~ eaCh inciu.stnr has a .labOllr market with 

its large oaapo.ttent beiAg speofflc· to ·t--. The Whole la~our 
' 

aa.rlmt beceaes a· conglomerat1Gl of a n:aaber tit •non-oompetiD£' 
-gr-wps ·o: workers largelf1 specU1o to Uldi'Vidual industries 

atul-this gives rise to 1:nt$r ... lndu.at.ry wage ditferent!.Sllh 

fht inc-reasing tenden-cy ot inter-industry diftea-en• 

ttala 1tl elCUl :miX· a't1<1 1 therefore 1 waee rates, gets further 

heiahtene4 b7 technological 4uaJ.ic wMoh is a nattu-al ' 

phe:ru:aenon in the initial phases of 1i1dustr1al isation. It 

so.rae industries O:peJlate at d.Ufere11t ladders ot IJ. low•level 

te oh.tlolost while other$ ·aJ"G at dlffereat potnts of 'hlsh 

level te:chn0l.OS1t an •zpm.s.ion · at lnter•itl,dustry -wage 

__ structure ineVitably ref.nll.te• 

While the attove b.7Pothes1s ls .POs'bu:latecl for movementt 

in inter-i.ndu,st1'"1 -~· structur!- over a -period ,Of 1n1t.ial. 
' ~ 

i.ndu.st.t1al1za'tlon at: e. • pre ... kt.dustrial. • economy 1 it 1mpl.ic1 tlJ - -
asstiles that the U1tel:"•industJ7 variation tn wage rateD 

owes its 'exls1;eJ1ce largely to the O.Uferenc.es 111 tecbnological 

levels o'btednP.g Ja ·vai'lou.s indu.str:te•.~ !hie tOl'lls our 

ae~ b7pothesls for the anal.791s ot inter-lnduetq wage 

4itte~nt1a.ls at a point ot time. 
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-~"·• .tb.EJ ift.dtlSt~ies .ill lf'hich tht o-ecU}aticm.$1 

$true~ .ia wetped beavil7 1n favour ee bi«hl7 skllle4 

labOlU'" force,.1Jb.$ -.~rase wage rates will be hf.sher because 

. 'b.e •ttnla ba" a high JllPPlt prioe u thet7 ooat m.onGJ a.ncl 

~ime te acq-.,, ia ••~isoa to those !ad1.1atries ·Ul which 

tht •veras• reqUlrement .·qt skUl .. l$ lower.\ 

4•f WAGES .A1ID JWU(B!t SSUO!f!Ull 

the f4Qt;lOJ1 thail moa.optly U. produ4t lta!rket 1ee.4s ·to 

hish p.~eai;s fo.- 1\u,d. taotors 4oee .a ot ·t.l'lse automatlcallr 

trom· the ••o•pt Of a -oti._ mtW.m1'11ns tia-. · ._4•$(\ 

· simple tl\EU>l'f llight tlllllest l.ow rat:b.e1ttban h18h ~es. t.D. 

••cea•ated Udusuies .etaoe outpt nstri~ion would 

.. arq with it a nsttrlet#.aa t~t e1JplQJm.ent .• 2 Kowe~.; J.t 

'18 l\l&t quite pOSSible to fiJB\ plaustbla a1'8\D9U'b$ to 
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/ . 
-concentratioa ot pr.()du.ct104). and changes in Qarn!Dge might 

be eaplaUled $D. a number ·ot· ways. Oligopollstic market 

etruct::Qre may pro-te·ct cost deel.'"eases ansi~ CKit ae productivity 

increases from. ·~h~ woadsr Of oom.pet.itton thus maktng them 

available to waae ·ea.rn.era~ fle m;ore ttMpetitive the product 
~ 

-.S:rketa fer the outpu.t Of the indust171 ·the .mat"e difficult 
' i' . 

t OJl W$&e earners to capture the gains Qf increased prOductivity. 

X.. tther t~ords, the pins Of productivity ~e passed on 

tt oons'UDlers :t.n. ~omp9t;l.t1ve industn~s, whareas they can 
• ' '·-r l 

b.e d.1-v1de~ ·111 some proportion am~ w.oJibrs ~ -ploy~re 
" . 

u impertectl.7 compet1 tive industries. ~~s '9iew "quires . . ' . -

the existence at .some sort of upward pressure on wage~ 
. •' . . . 

' ' .~.;. . 

!he obvious source of such pressure :ts uni~srn. lln1on1zation . . ' 

is likely to ~e etroqer in the case of illdust;-ies , ope~ating 

in oonceJ~:trated p:-Od"ct markets than the competitive o.n.es, 

s~oe m the f crrme~ case, ·the stl:'!tnstb or tb.<t . aoti va. tion .Qt . . ' . 

workers and thett- llrganitations t3 exercise r¢ontrol l8 

ltkely to. be consid(trably grQater tha• ~ the ·latt~r case. 

lt m:1ght Qlso be ·arped that UrtormaJ. u:{)ward F,essure s on 

wage·e eld.st · ill tbt ()ommunit·r. 

Xt· ua. n~l.7 postulated. tb.at· time wJ.th tnarlcet 

p;~wer ~ it\ a posi~ion to earn supernonaaJ. FOfits end it 

is qui~ possible tM,t some of these ld.U 1$:· ehared td.th 
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workers.· Tbis. fli88 be because they fear gove~nt inter• 
., 

V4UJ.'t1on. On the other baadt: ·1ndustr.1es w.l.th hS8h profits 

atght attrac~ poeater presswe trom \Ulions; since they otter 

la21ge prlaee to the sU.ccesstul organieer. HiP ·wages mtght 

then result trca. ttte m1onizat1on of pN)tJ.table ind ustrles 

or from.managerte.l att•mpts to for(Jstali s--1ch or~1aat1ons. 

Also product mark$t monopolists and. oliogo:Poltats ate aore 

11kelJ' to have ;relat1velJ higher expectation• ct thett · 

tu'bui'e abilities to safltain h.ieh W38' ·1el$le. fhe,;v are .in 
,. 

a muoll better posttlon 1;o pi.SS the costa ot htgh we.ges ·on to 

the eonStpaer tharl t;b.e ttms tltld UlduistrtGs wbleh face etroDg 

eompe111tio:Q. 1n t• product mar-t. ttK011opo)..y pt~we• !tUtures 

$8a.Ust larger ·ttan ·ordtnQ1'7 pools « profit e be1ttg eroded . . . 

Jurth&rJI\o.t'e• U high concentration is CQmb1ned wtth 

htgh. etl.tn' b~nle~s~ workers can pl.-$$S foza ·~ wages ·with 
-

leas da.Qger Of redundancies. On a somewhat dUterent level• 

it is' no=ally argued that wher~ competitive presswes are 
' 

weak thetre 1a a ttJ'I,denQY tor sCllle firae to prefeJ- ·the ea.sr 

l.Ue ~d not to watoh oosta as closely as t®7 wQtll.d ~ . . -



137 

~ :st,.,_:; ·of t.he e:f'feete of the stnetu:re of Px-oa.uct 

t:narke1is.,- wages .18 important since a pQS1tive ~~ms 

he_.e\?'W~d have :'esouce eJ.looation $.mplloa'tiona. U workers . . . . . . ~ 

' . 
in uac:C.;eti tive iaduetJ:ies are bei.JJB · pa$.4 wagea JA exoess 

t.Q m~opol1st4.c · ~peJ"fections wou.ld \1e ~ater than that 

o)>serye(\ .. b7 the 4Qv$at.1on ot price from margif&L cost. 

· We d,isoaas i:li this section the prol\a.ble. 4-Jlfluence. 

of u1stabU1t;y ol ·eJilploymeJJ.t (measured by lab~ tun1wer) 

on wagep. !f!ha ir&lationshi» between labour ttrt.nW$r and 

wages,' to the exteat it exists, w1l.l not be. 4ir8et aAd 
. . ' ' ~ . 

•, 

so t~· it rep~ee.nts the nature of the tl\dt.tst17' aa4 the 

employe:r•s lab~ hiril'l6 Jil"SCtioes. It u these two charaot

erist:tce~vie. 1 ~tuie tit the indu.Gtl'l and ·1ihe employer•s 
. -

policy aich we believe shall be systemticaUy related to · 

the wage ,level prevailiag in a11 indu·stn-• !hus aar observed 

rtda.tionsh1p 'b&t'WJel\ la.b.Qut' turnover and wages W1ll be 

<)ofl.sequent upon the influence $X8rted b7 these two tact:ors 

on the d&laand for la. Mtur. 

· Xrld11$tries 'Wbtch are close to agriculture are likel7 

to rJhow~ a 'VSI/t h~ rate of labour t'tWnover •. The$se !Ildustries 

emjloy la'bourers.'·foto a short periQl ot t.tme ·.~a· m«?st of the 

labour. f.or.ee ts discharged at tbe end ae the season. h 
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agro-,based industries• :tn particular, the demand t_. work , . -· . ' . ., .. 
. •! , I ·.' ··,, 

$r~es at a time when there ls verr little or no work on 

iaJld~,, ~he rural polft1lEt,tion i,s1 therefore, prepared to sene 

at 81l7 Price., espec!Le.ll7 when it is poor, ignorant a:o.d 

ua..o:rgaat,zad. There follows a toramble fo'l! employment in . r . 

the fac·tor1es resulting ill 'Undul7 low wages. The season ... 

alJ.t7 Of. em.pl.O)'ment wh$-oh prevents wor•rs frQil cQibinjng 

them$elvee ill &nf sori= crt tra4$ un1on f\U''lher depres.se• 

·the, ba.rgaS.n11)8 strength ot the workers. 

. Also tb.e tnduJ;Jtr.tee which are subject to large 

~easoltal fluctuatlons lli emp1()1J!lent and to a. ve;ry· hish 

rate ·Qt. labour turnovel-. are 1a general.~ less dlvers!fted 

than industries with more resuJ.ar patter11s .Of em;plo:vment. 

The abUity to p&J' levefs 1n la4uatrtes populated with 

stnallt · tm.di'V'ereit.:led :tb'as ·e.re more volatile than in othe.r 

U.4ustr1es~':\ be-.ee protlts are more vola.tUe tor saall.. 

firms• Smaller firms ·have neither the larp reserves at · 
. . \........ . " 

assets .to :taU ·ba.ok apon .in 4etress1ons nor the variety of 

prOducts to compensate the ).oss ot 4emand when consuer 

tastes chali8e:!~, Executives of such ttrms ~• "luctan,t to . . ·~ . . . . 

COJlmllt tbtillS$lvee to h1ch.1 .. an• mcr(:Ut.sinsly 1:-1814, wage levels 
' . ,·t_ 

:tor the futw:e ... even: thQl&h the preseat wage paying 

abUitt might permit ldghe~ levels ll1 the ehqrt ruo.. 

Hish labour _.novel" J."e:tlects,. 1~ pa:r'ti.,. the .empl03'Jilent 
.. 

ct ween. with famU7 respons1b111t1e.s~ JBsh labO'IU' turnover, 
:./ .~ 

I . 
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to the extent ,it is. ca~~d ~1 a ~~jP~OpQr,lon ot women 

itt the labour f01!"Ca, wUl be canb~~i wJ:.tb. low wages .• 

rt1Jle)e female wages aw nqr.mally 101\Ter 1Jhari male wages • 
. : 

Apart tnm the ne:ture of the $.hduel'-7 • employer • s 
. , . ' ,~ . ' ·; --

1aboqr h1riJJg practices also exert oons1Aerable inflli3nce 
't .. ;. ' ' • 

OJ). ~ .. e rate et ~bOlili' turnover. B!apl.o,ars Jdght follow 
' • • • .. 1.. 

a · oonsctws pol ley Of enoou.re.glDg a high rate ar lab OlU" 
. .. 

turnover bJ aclOJ?tUig the cont~ct l.abou.r practices or by · 

emplo.ring the wo~kers tempara:rily for a short period ot 
. . . ' ~· ... 

time and replaci12S .them with fresh hancts at the ezpir7 

Of the term as $841nBt empl()71Dg them permane~ttly. At. 8:ti9 

rate 1 this policy .ca.tt o•venieat~7 l:>e pursued. tor that 
i ~ 

sesaent of the labour to.rroe · that ie unsldll.ed. ·OAe ot the 

most :common reasons atfete4 bJ :tJrms ill: tavour ot contract 

aa4 tcpGt"a.rJ"'labow practices 1e that they pera$t the 
. ' .' I. - . 

. ' 
manasements to t'ake dec1$1ons tha• promote tht. irt:t~reste 

of tht •aterpriE~es. .Lab(.)ur lattre &.J'G, •hey arg18 • eo rigid, 
' .. 

elaborate aatd UlU'&al.isttt th~t. most ot'ben. lostoel ana 
oorl:"&ct 4eo1sS.c:suJ can•t be tak$n. QCD.sequen1;1J1 eaterprtees . 

-sutte:r. A w~k~, onoe eJaployed perma.nentl7• ts goblg to 

stay on wbether or· not he la .needed. a tew monthS ~ater. 

Often lt ~~ay not even be easy to shift him to anothe~ jol;». 

!eehnol.Og1Cal t:ha.rlges,. x'ationalizatiOA of ~or)tloade and . . . . .. . ~-

. ' 
. . 



.. · ~d several other e:t.mU.r contine;encies ol~en req*e 

rational1sa.t1·on of worktorce. It is e&.t:lier to ad~ust 
• ' . ! 

lltOrkloads, wage rates, employment. sta~us etc.:; of workers 

1i'hO ar-e empl.o7ed as tem.porax-t workers. ~hE! tnstabil1t)' 

Of 'he wOX'kt·orce makes it l.ess remunerative for outstde 

union leaders t() keep their );lold on the urdon. ~hf. in4iv1-
' ' . . 

41$1 w(ltke,.- ·can hal:tdl.r attord._ to ·be a barga1a1Dg unt~ •. 

the emplo,ez.s m1ght als9 t~llow the tenporary aad 

oontl"act · .1a.bour practices with a :dew e1t1ler to. Whittle 

· dwn the la.b_our leg1sl~at.:tms which prescribe the minimum 

. vases to be paid to the workers or to out dOWD. the coats 

of. truce benefits etc. • which are othe~wlse payable to 

the parmanent1J $1JlploJ$d warlmre. A stU.~ ,conducted by 

Shr.i Ram Centl*G t.or Inttu.·strial;. lt.elatiat1s,1 into the \forking 

condit·tons Of oontract ~abO'Q' 1t1 India~ manutacturine 

tndu.striea,, repQrts that the wages earned and work1Dg 

cond1tlcue en30Je4 by·. '®:sk1lle4 w9rlt•rs e111pl.~d elth.

mder the contract labOttr system ~ em~opd temporarily 

compare untavourabl, :nth. tllo~ ·Qf the d1rectlJ employed 

permanent worltet-s.~,. 

~ill· a,ow, we bad beea disc:m.saixlg the iafluen ca ot 

la.'b·our turnover on wag•s~ aeversillg the arrow ot' reasoning 

: 
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ae could i&r.P.e ·.that most t.mpwtaat ·ctete~1nant. _Of the 

extent of lab~ l!lObUitr: in aa ud.u.st17 is the FQvaUing · 

leve.ls of W'ages :l.tseU'., ill that tnaustl'J• trOJtkers . .Ul 

be ocm.tinuonsly mov1ft$ out ot low waee pa7!Z38 induSt:,idc 

.11\ ri&arob at !t#.gh.e:r wages and tJetter wQrJdtos oOtt.41t~tea. 

fh.e fi1111e with low wage$ and poor. worlt!ng crmditlOJtS wUl 

.show a •ttrY h!Bh rate ot labcqr tu;nove •. whereae blgh 

wage pa.Jing :Lndust:ries will 'be in a postt.ion to stabilue 

the~ -~otment. Bua 1Jhe mObility at'istug ~ ot JtJage 

ditferentiala is vol'UJltary mobUitr $*' dist:fl28tdehe4 trom . •, . -

:P.voluatart mobility. !his oQ:"t of vol:untarJ labo.J.'r · 

l4Q'bility aJSSumee 'th~ ~~tence of · ful.l. or· near tuU emplOJ'• 

mel'lt 1n tae ecoa(lmy. h • lAbour ma;>kei; oha.raeteri.ad bJ 

excess supply (1.£ .labov.tt,- volat~y l.ab~ mo})111t.y .in 

reepoase t(J weg.e &fferantials ie :t1kel7 to be .tnsigrlUicant. 

J,lorao,er1 here we are inter~et.ed in the l.abou:r h.m-.. . 

ov~r as an expx"&esion of the deaand 'fw la'bour ae .Wluenoed 

br. the aatm.e of, the illduetrJ $Ud the t:JI)plo~•s poUoy 
. . - . 

,.. 

rather than as an expression. tor the voluntary m.ovem-nts 

artsr.g -.~ of wage dift'erentials. 

fh$ higher the percentage Of eosts made up ~~ one 
' . 

factor o1 :pro&uctiou ·the more c~>st oonsctcus a f!m 1s 

l!.l.t.\lly to be ab-out thia factor. fhus J,l tfag&S CG'lSt1tute EL 
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$r,Dal.l percentage ot costs, aa .~ likely to be the case· · 

Sa h1Bhl7 capitalized iadustries, fims. ma1 nat operate 

at lowest poseible -costs with regari to iaboar • "the 

importance of 'beirlg •importazrt•. Resistance towards 
. . 

str1ltes • tw instance, may he weaker 1 as the poss.tble 

benefits to b$ eained trom resistano• may n~ ou.twetgh 

1;he cost$ ot exp.u:ud.ve equ.iPD$nt lJ'i.Dg idle. 

On a eomewhat difterebt plane • :l t .is n tmnallF a.rsued 

that f.il'ms Qd industries in which ~abour coste are a 
:relatively mtllor ·expense 1 tem have relatively larger abUity 

to afford the lu~y of high wage levels. .JU,gh wage 

rates UJ' out ;Se"rely in to the_· profit aarstns ot. . h1Bh 

labour cost tndustr!es; whUe equal17 h18J1 wage ra.te.s aar 

h.e.ve · ver7 little ef~ect upon profits .1n oth.er tndust:ries 

whe~e lab&ur costs ue a relatively insigliifioant portion 

of total coste. 1 Even though two firms are c~n~l7 

~turainc. the ·SSIQ.e ~ottts. ''exapJ.qyere w~m. he less inClined 
' 

to r~siet -.ion demands, and be better able -t·o meet them• 

if lla8e ad s~ar1 paJme:ntf.t $l'e Oill7 a small proportion ot 

)ll!'Odttet -ral.U$ft •t 
.. 

fhesa .. ar<J: some pl'actical ~easons wbf wage rates m.q 

yaq wlth the telative IJhare Of ;Labour coats. Thus 
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entP107ers 1a ~ustriee where t~e primary costs of manu

t~bture are lab~ur eosts wlll b~ less able to pay high . . 

wages, the WQBe level 1n theStii $n,dustr1es will.t theret~e, 
" ' • ~ t • 

be e.xpe cted to be 1 ower. 

4.10. SIX tOMPQSI~XON OF ~- WORK-8<R.CB AND WAGES . ~ 

·f~ e.verage ·earnitJge 1n an indust%7 .will gellal'8l.l7 

be lower,, higbe.ar tbe ·proportioa <:4 tetnales· ~ the labour 

tor:ce. fhis :might be "he ccmsequence ,of tw:o factors• 

PirstlYt because ·•en•~ W$ge rates are aorrnall¥ lower 

than tho.se. tilt· men~ Seoo~dly ~ where men e.n.d women are 

COtllpettng. ~oups, it ~$ possi,b~e that bighGr male waees 

.. ~m~r lead to sUbstitution ·in te.vo~ ot \~weme.n~ Moreover .• 

tbe poss1bU.it1 ·o.r such 1Sttbst4.tutton mar have a de»resaing 

tntluel\ce on mal.e w~e. ,.evel iteel.f., 
I 

U mea· and women could aever bo su.bst11:l.lted ·tor 
' 

one another en the same job, llale ~nd female le.bo-qr would 

eQnstitu.te a. pure case ~ nl\OJa-oan~tiDg groupo• • in the 

s:e.nee that ,tiQater)tran ~e gr®p to the -othe:r ·wotlld .not. 

be possible. One wo\4c1 then expect the price ·of. labour 

.in the two groups to differ it cot:.ditions ot supplJ' and 

d.Jq@.d in ODe. grol).p were diffsrenii from those 1n the other. 
t 

Ott the side at demand there J.e the fact that· t.here ma1 be 

tewe~ rettnmerati'Ve 3obs tor wb.ich wome~ are as fullf suitod 

aEJ are men. 1n some ~ases wanen may be definitely sUJ&rlCJJ.~t, 
. . .. -~ ~ 
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as .f.ilthe case ot cott~ sp~ and a.ssembline operations; 
: ' ...... . ' 

wllUe · t·w: heavy aiUic~ar opera t.ions w~n wUl clf)arl7 

08 unSuited" Jt is SometimeS Sai-d 'that f 'b&CauS$ WOJI)Sn 

are more liable to illuess aad otten apply themselves for 
•. . t • . ' 

emplo~nt only tempc>raJ~il:VI they ay be le sa uee~u11 to 

Q. emplote~ tor t~$ refison elone. Aided to ;his .le the 

probable ef:teot or cust<a 1n exclUding women trom eonte 
' 

occupa.t~ons. aowever, apart :trom j;.he d1tterences ~peratiJ)g 
' 

;On the dema~i, side•- the -conditions Qf' euppl.y ot temale 
. t • 

labour also play an important role. lf the supply-price . .· ' . . . . 

~ 

. this bJ ltseit would SUffice to ex~~ the lower rates . ' . . ~ 

paid .in wunen '-" trades. !bie _ in fact- f!eems ·to be the 
• , , I I • •• , 

case. 1'1 *s t:rue tb" an 'QDJJlarried woman who goes out to 

work aces so as a rule· either to earn .. pocket moneY' or to . . . . ~ - ' 

aid SOJDeth1~ to the· fato.U7_ er:!Z'nilJgS at hcae, an~ the 

smaller .-genQJ' of her nee.d might $eem 11kel7 t.o raise the 

supp17 price .-ot he.r ~abour -• to mako her unwUJ.ing to go 

out to work 'QBless the iaducement was ta.~l..l hJeh• ~ 

some easea·t~ ts proba.b:lr sot tor e~anple, lt cl•arl,

applles to mlddle-·ola~iJB women; end .it might be. the •• 

that 1f •plo,ers aousht to extend. ~heir em)l.01Jllellt (I! 

1UllnaJ:'rie4 w<aen at all conside:fa.b~y,. the p-1ce they woUld 

have. io offer woUld have to be 1n¢.reased a good deal.. .At 
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. the same time• tt seems probable that the 1nfluence of 

C"Q.Stom, and t~e de.eire tor tndt;tpendenee am.one you.ng 

\W!J,a.rr1ed wq:aen• operates 1%1 the oth'er direction and may 

we~i counteract the etteet ~ the lesser \'irg-..c::f to secure 

tmploJllleJ:lt. .Precis-ely beCa\lSe JOU!Jg women .ere unaccustaned 
: . ~ ' 'r 

' ' 

·to eaJ'tl~ $11<\ .va11e independence, ther :may place' hiell 

value on_ the ~~q\liSttl~ of a tJw· .rupees th. .other people 
,. '• ,. I ' ·; ' 

do. ot 4eo~-s1~~l tttrluenoe .• howeve:r, on· the stlpply of . 

••ell 1n the lab~ ma.~ket 1 is p~Qbably the !lvaber at women 

ti'ho ~eek emp.J,.oyment beea.u.~ thatr :t•U;r is in '$tra1tene4 

·cU--oum.st-aaoes tbl:'o-qgh the low earnifl8s, unemploYblSnt• Ulness 
' .. ,, · ... 

;0,.. death Of the aa.le br~uJ£1. wiimer~ 11hese women eillce they 
. ' ' 

are dr1ven to work only b;r the pl"essure of circumstances . ' . 

w~ll. be ready to· work_ to%'· al.Jnout anything they -Can .get, and 

they will v8lus low'. tmmed.late earning s1 ·even ·thoUgh, _irregUlar . ' ' . . ' . ' 

and tQmp~~y ~ And f o~ this. 'VRY reason tl)at the . SUPP17 at 
. . . ' . . 

. . ' . . . . ' \ .. 

temale labOUr· of this kiud temls to va~y uversel,-. with the 
• • , • • '. • ~ ' • j• 

ear~tna.e Of mal~ l~bou:r., there wUl be a o\1Jlulat11re tendency 

tor arqthi.Dg which depresses men•s wages 'to Ch$apen the 

e.upply .ot felllale l.abourt __ arld so (:~.n so fai- ·- women -caa be 

substituted for men) to l.ower by the"ir COJrf.petitton the wages 

Of male labour still tw. .. ther. 
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OHAP!ER '5 

J!EnRfliiABTS. · OF_ IJTER..,INDU~TRJ. WA§E . DlflERENTIALS -- . -. - ·- iUIQAL EflDE)!! -. . -

', 

After· havbg discussed 'the factors which might 

be expected to lead to tnter•1D.dustl7 wage differentials, 

we aow examine their lttf'luenoe 1b. statistical ~alrsis• 

Kowe-ver .• before we proceed with the empirical verification 

· ot. o_. hJpothesefit; let us first tJl all "'define our concepts. 

We descr1lle below the teobl'liques f1f measurement and the 

<lata ba.$8 of the variables uaea s.n this exercise. 

WACJESc-

The col\Qept ot •wages per manhour' beb2g used .in 
; ... 

'"this exercise 1s the same as explained ia Chapter J • 
.. 

Since tor this eaercise data tt-om diverse sour:-ces h.a<l to 

be used, so lt became necessarr to make the ftrious 

bdu.otrie.l. classifications compa.rab:J;e.. Thus. instead of 

makiag use Of the exact ASI tndust:rtal class1t1cation, 

we have used a l"ead~uste4 version of 1 t .t •h1ch is the 

$atne as already used in ·Chapter '•'· 

LABOUR ,!RODUCTlVX~t: 

Ia general productJ.vitJ is defiaed as a ratio ot 

outpu-t to input• ~he statement Of tltd.s relation in 
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41ffer.ent torms and 'uns.iaJ gives dlffel'ent concepts of 

p:roductiv1ty,. each':~ Which iS useful in a oerta1»., 
' ' 

oon.te:tt ani fOX' a oenatn pUifpose. !he overall product!.-
' . ' " 

v1ty may be expressa4 ira. teliUs :ot i;he btio of tota.l 
'' ' . . 

output to all ~puts ... outpat ·• :Input ratio. Xt ur 
al_so be expresse-d #A. teas ot one 'mput ta.ct<>r, e·.g._, 

' '. ' . 

labO'$'t capital eto. t and ·may be texomo4 a$ l.abOt# producti• 
• / 1 ' • 

yity, capital product1v1t7, etc. !uriher. produet:tvity 

of a taotor mar be said 'ti<> be the cont~ibu.tion of that 

factor to productiQl'l• an4 ma3 be tebe4 as spac1fic factor 

product1v1~y1 as ~ains'h oterall produQtivity. Finally_, 

productivity mar be expressed m te~s ot th& phyeical 

unite of prOdue,ion and m~y be terme4- as ~leal produoti

'V'i tr; .or it ·may be •x}Wessed b1 terms of the •cmetarr 

value of the phJs1cal u.nlts Of produ.ctio.nt and ma1 be· termed 
. . ' .. 

as V&lue prOductivity. 

The s~udies Wh1c'b haft 1:r.ied to make a ccenparie<m 

. of wages with productivity or to $Saess, the roie ol 

pr0ductiv1t7 as a crite~1CI1 1n ·wage ohqes; have generallt 

ad.·opt•d the conoe~t ot a"f'Grase labour prcduc:tivity~ !his 
. ' 

concept ha«lt found a d.ie cur.re1toy tn use because ot 1te 

su.peri.orit7 over other concepts 01J. 't;b.e one hand• a.DAl 

beoause ot its greatelt usetullu~ss for the pur,PO&es of 
. . 

compar1sQD. with t~e waees of labour,_ .tm the other~ .. 

S,pecU'.ic ta.otor 'produ.otivitJ may be a useful Uidicator 

t·ar the nei ctiatri'but.ion of a. factox- !nput to produciiion; 
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' 
but 1t is very 4itfioult to measure• Further the 

sta.t1st1os .relating to output per wor1ter '(manhour) are 

mere easUt accessible than those -rela.t1ng. to ·a:trt other 

COlteept. 
' \ 

the --o;eratlonal · content Of' i productivity ratios' 
' 

,. . . -
and '4;npu.ts~. the output ot an 1ndust~ ., be taken 

..... ,_, 

either as at~. aggregate 0! tiJlal products and by-prOducts 

or as the val 'US aided to materi~ s and tuels 'UtUized in 

the JllMUfacturing process., ~t our primarr interest is in 

measur1n~r labour productivity) the val ua added ccmc&pt 

would bt ·more useful, 'since the labOUl.' coefficien~ of the 

torme~ me.r vary with degrees of .1ntegrat1at.. Labour prod

~ctivitJ (measured. as gross output • laboUr ratio) 1n two 

plants of equal etficienoy but with uneq~ integration 

of production processes may be different .• · .U.so elnee the 

ul tim.ate Qbject Of our prodn..ctivity analys-is ls to 

determine its influence oa. factor meomes the· •1 ue added . ' - ' . . . . ' 

measure is more aeard.Dgtul sinoe it yields a magnitude 

which t.s. d;tstributa.ble am.Cil.B the :factors. labour atld 

capital.. opera t1Dg wi tb.1n · the industry, while tbe i value 

of raw matex-ials inol udecl 1n gross output accrUes to 

persona outside the 1ndu.st17 ecm.cernec141 

ieep~ these factors in ra:lnd, 'Labour lr0duct1v1ty' 
'. 

in the· present study has been def.ined ae 'Value Adled 
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·per Jtanhour• .• ~~he ·dat$. on "1V8l.Ue A~ded bY Manufacture• 
- -

and.. on •fatal ._ovrs• has been taken frQD the detailect 
~ -

repo~ts of tll$ *Annual S~ey of IQdust~es, 19701 • - ~ 

Va-lue a,~ded b,v manufacture, in these l.'eports1 has been 

defined ·as "tb.at part; Of the valu.e· of the }lrodu9bs wbiCh 

1s created in the taotor;y and is computed by deducing· from 

the gross ex~tactory value o£ output,. the gross ?a1 ue ot 

inputs" • 

SXILL OOQOSI!IOlh 

The data an s1tUl-.cQmpos1tton of the labour force 

, has been taken from the Occupational Pattern Divisi em of 

the Directorate General at Emplo)'lnen t and Training • The 

occupational pattern .. of employees in private se()tor and 

publ1e sector eetablishmetlts is available separately fOr 

al terna.te fears.· The occupa.ttonal. pat tern Of cployees 
I 

in the prtvate sector 1' based. o.n data statutorily C9llected 

froa non•agric\11 tural establishments employhig 25 or more 

persons in the entire country (except Jammu and lta.ehJD.ir) 

under the provietons of the Employment .Exchange Act, 1959. 

Similar data ~ga.rding enployees ir1 SJD.all'er establishments 

(employing 1o-24 persons) ts also collected on a. volatary 

basis. fhe occupational pattern of employees 1n the 

public sector is based ~on data collected statutorU:v trQn 
• 

all the establishments tn the public 'sector under tbe 

provisions ot th~ Employment Bxoha.Dges Act, 1959• 
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the analysis of occupational :,;pattern- foUows ·. 

the *Bat10l1al Olasss.ttcation at Oeeupa.t1one, 1958° 1 

prepared by the Directorate General ot Employment and 

f~ainUig which-in turn is based on the .. International 
~ 

Standard Class~ica.tion Of Occupa.tionstt adopted by I.L,.O. 

It consists of 11 occupational. divisions ( 1 d,igit level) 1 

15 occupational groups (2 digit level) and SS1 occupational 

tamil·JI.es (:5 digit level). The last ot these i.e. 1 
-~ 

fa.mll.1es.have been further sub,....classifie4 into t~ore than 

5600 occupg:bt ons,!, 
\ 

fhe a.Dalysi~ ot dUferent industries and services · 

follows the •standard X.dustrial ~lasa1f1catton·• pr-epa:red 
,..., - ·, 

by n.G.:s. ad f.,; which is c.1.ose11 related to the tnter-
- . . . j ' . 

national usag• .recommended by the tbited Nation&~ .1t 

consist~ (If 9 aduatrta1 41V1Si9l1S ·( 1 41git level); 45 

major gro~ps (2 dig1t lev&l) and 54' minor groups (' digit 

level). !be -ufaetur1~ seotar consists ot 2 industrial 

divisions (1 dig.lt level)• 20 ma3or sroups ·(2 disit level) 

·ana. t62 minor srou.ps (' digit level),~ 

!he seporis pttbliahed bJ· the Occupational Pattern 

D1visio!l of D.G~E. and t'• anal7se the occupational pat·tera 
I 

at 2 d,1git level Of industrial .classification and at 

2 . ciJ.gi t level or cceupational clal?sificatioD,·. ~he$ we . 

are conducting our exereis:e at the th:.ree d!gi t level of 

1D4ustr.lal Classification, so the data cantained 1n the 
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pu.blish~d reports could not be made use ot. · fbe occupa

tional pattem clata was rather collected at -the 3. digit 

level of industrial and occupational.. ela..ss1f1cation from 

the original schedules eubmltted by the establishments 

to the Office of the Occupa.t1onal. Pattern Division .at. . 
. . . 

D.G.B. an4 ~ • ~ Ministry .Of Labour, :lew Delhi .• 

The miner groups (' digit ·level). Classification . . 

followed by A!lnual Swve7 _Of Industries. whid'l, l&B our 

bas.ic source of waae da:tia., and that· :to1lowed by ·D.G.E. and 

! .• , being different• the .first problem l'iQS that ot making 

t.he two ola.sstt.ications com;parable. A careful ma.t~hiDS 

.Gf the two ind.ustrla.l cla.ssifieation.s, loft us with 95 

tdeutical m.1nor 1ncl.ustry groups • 

. .. ~.he occupational pattern of empl.Qyees f.xr private' 

sector .·esta.blishmente was available for 1969 ~d 1971. 

whereas far the public sector establishments it was 

a'V'ailable for 197of Reference year of' thie study bei:ng 

1970,- th.e ne~ pt'oblem··was to get the occupatio~ pattern 
" " . 

of emplQJ"ees ·:S.n private eector establishments •or 19?0. · 

fhe total. »;Wilber of em.ploJee s a».d the occupatiOAal. 

d1.str1bution Qf employ-ees in private sector establishments 

was averagea.· (ari.thmat!ca.ll7) for the year&;~ 1969 and 
-

19?t, to get the requ1r¢d d~stribution for 1970. Bow 

we w~re left with the occupational pat·tezon ·Gf employees 

in private and public sector estab.l:tahmen "ts separa.tel7 . \ 

t 0"1! the year 1970~ 
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The next problem was to make the covers.ge Of the 

Annual Stttve7 ot hdus1iries i:Ad tbat Of the Occupational 

Pattern Di1riston1 e eq~valent. Whereas the census reports 
-

ot the .Atmua:t. survey of lndu.str1EUJ cover tl'le factories 

em.plo7J.ng SO Gr more workers with the aid ·«f power end 

100 u _more workers ~thou.t the a.14 of power; the cccupa

t1onal pattern o.e emp1078es 1n the ~1vate sector was 

based on data .collected statutorU7 from establishments 

employ!.Dg 25 or more persons and <tn a "VOlunta%'7 basis .from 

the establiShments e;mploJing 10.24 worlt$X'.s and was avail• 

able separately tor factories eJQ.plorinS to-24 workersl 

2$·99 workerS., 100..499 workers, 500 workers and above .• 

Bow to malt$ th1s oovera.se comparable to A.s.I. coverage 

two alternat:tves were o.pen to ue t.e. • either to exclude 

~the factories employing 10.24 workers only ·o:r: to exclude 

the faot.ories employing 25-99 workers as well frQZl th' 

occupational pattern data. Both th$ choices, of cou.rse, 

would have .involved som~ deg~"ee ot approximation. fwo 

separ.ate series,. however, were. pre~ared tor the occupational 

pattern of employees in the pr:J:vate sector,. one covering 

the factories empl()Jing 25 or more wor•s and the second 

cover.ing factories employ~ 100 or mort workers. ~he two 

series showed remarkable Similarity, Also the response 

being partieularlT poor ill the case Of smaller establishments, 

the ultimate :t'esult was .not .likely to be affeoted eonsi

derabl7 by choosing any one of them • fhe latter series wae 

howe~er prefeJ;Ted over the former one. 
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fhe 'series giving the occupational pattern ot 

employees iil P\tbl·~o sector establishments 1n 1970 was 
·~ 

a.dded to the ·series giviilg the ·Occupational !)at tern of 

emplo,-ee$ in pr,t.~ate sector establishJneats (emplQ71ng 
. . •' ~ 

100 or more workers) to get the occupational pattern Of 

the emplqyees in different industries of the overall 

manufacturbJg seqtor. 
C.J . . . . 

fo clas.tty the total employees into the skUled 
. . 

&J'ld ·tmsldlled categories 1 the ·toll owi!J8 occupations were 

taken as UllSkUled. 

~ccp.'Q!t~os CQ!\t lo. 

!9() 

414 

415 

.ago 

899 

90, 

9,1 

Depm;iption 

Dnsk1lle4 Of£1ce. Work~s 
(l'eons; Daftries.,- etc.) . 
~ 

Agricul.ture Labourers 

Plantation Labourers 

Loaders and lilloa.d,ll'rs · · ;rc· 

Labourers; ;o.,..3•C• 
hmskUl.ed workers). 

Watchmen and Chowk~dars 

Cleaners, Swe~pe,rs and 
Waterm.en 

~hese are the occupations which have been classified 

as unskilled by the Directorate General·· ot Employment and 

Tra.in:tns• 'T!le same classification we.s also adopted by 

:Pi ta~~ber isn't and M. Vaeud..evan. in a survey on Occupational 
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.... ~; '' 

The ratio of the number o; workers employed in 
.. 

· the seven: above. mentioned occ~p~ti<>#e to the total number 

.of wor~e:rs sP3-oyed was taken. a.e a measure of' the propor

t+on ~ 1m.skUled labour , fcrQe to the total labour force 

e.m.plGJ&d tn different. ma.nutaoturmg industries. 

DEGREB. (if·. CONCEftRATIOtl t 

'o m.aaswe market p.o\'rer •. we have u.sed ~oncent.ration 

indices to :refl.ect actual competition .•. ,the baslo source 
I 

of data. that we have used t~ the construction ot these 

ifi4!ces is the •.Report f1l the Monopolle s X.q$'7 Oonmission, 

196S ~ 2 hl this -~port, the ext~nt af ~oduetioa ccmcen- • 

. t~a1;1on as regards principal· c=mod:1!1es · tn the U,lporta.nt 

!ndueti-ies .has been ascertained f-or the yea:r 1964. the 

tea.son" siven b;r the comin.ission tor' i;he ca1eulat!Qn of 

product Wise concentration as against industry ·use concen

tration wa~ that since most of the 1n4u~t:r1es as ord1narUy 

classified, covered a wide ra:QBe ot diff~rent t.tommodities, 
' 

so it would not had bec!l of much use to trv t:a ascertain 

2. 

J1tamber Pant a11d )l. VasQ\e'ttm• Qsp'na.~9J1B6 !f:t=feta 
SA ltmu.fa.gturW Jaduetr&§s. lildie ~g; i_ Scieii:Iic 
and feolui1cal Manpower and . Perspe cttve nann inS 
Divislo.n• P.lanntns Commission, Gover.nman~ of India. 

ttp9£t Of· th.! MgngpoJ.ias iJ.gptt:t Cgissism, 1965, 
Ollr I & fi. . . . · . 

~/ 
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'the concentration ot eco.nom1c power 1n an tndustry as 

a whole. Rather it was thOUght desirable both fran the 

point'--ot __ View of pra.e1;1cabU1ty and uaefulness to 

ascertain th.e e~tent of concentration as regards principSl 

comm0d-1tie$ 1n the more important industr1es in our 

country. 

Bet ore, the data contained in this report could 

be made 1lSe ·of , certain ass~~ious and mQdit~ca.ttons 

were deemed. to be 11eoessary. First tit all, our reference 
'! 
I· 

Jear beiDB 19?0, tt·~ would have been better' to use more 
. ~ ' ,, 

recent Uif'orm.atton. i But til the absence ot such data, 

tha:re tma aQ alternati"e than to ]!tel7 -OJJ. the figures, 

contatned in this re~ort 1 tor the ,ear 1964•. lt seems 

reasonable to· as~Jume 1 however, that no doubt since 1964 

the nUJilerical magnitudes might have Changed, tu.1; that ~he 

overall position reea:d!Ds the coacentrati~n Qf econ~omic . 
power has not underg~ae an.r signiticaut transformation. 

Xn t~& .report, the concentration ratios for the 

enterprif:tes engaged 1n the production of particular 

commOIU.ties and all cl-ose subst1 tutes of the same have 

been' worked out.· For our present. pux-pose also, oancentra-. 
I 

tion :ra1;ios of enterprises in tams Qf. prod:u.ction, ~ppear 
-. '"' -

to be more suitable, ae these more than 8.1Uth1ng else 

are 'likely to give a oorr•u):t idea of :market power exercised 

'b7 the top enterprises. fhe aecOlid choice of the commission 
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'·-•· t the calculation Of product-Wise concentration 

hate ad Of the 'btduatrt-~1ee poea some prObl$D.B. 

Whne fC11! sQne. of the ep.gle prOduct fims, it 

· - was possible to take the concentpttoll ratios 41rectly -................ ~_ 

from. tile rep0%1• the real p.-o)lem was faceit. ~ the case 

·ot mUJ. tiprod uct industries • Whereas we wanted 10 
" calCulate some sort of c:onoentratlOJJ. index for the 

U.dustr7 Eisa. whole. the report contaiiled the· production 

concGiltrat1cm. ratios for different commod.i,ies separatel7. 
:._ ?-

the first step was to find out -~ch particula:r oommodities 

e~o\44 be · •. ii&oiuted in au industry of a given description. 
' ~ ' 

After ide~tifJinB such ccmmodities wtth tbe help ·ot the 

- I ; ' I • 

Swvet .t.Jl ,laa:ust:"1es; the next step ·was· to combble together 
- '.·. . I 

the production concentration ratios for the·se various 

commOdities to get the overall tndust·ry, oon·eetration 

ratio. The eUCUlatim at the prOduction coneent.ra.t:ton 

ratio for the ilidust:rr· as· a whole, however~, involved 

tindil)g out the share of the largest )?l:'oducer (2nd ·largest, 

3r4 iargest Gtc.) 1n 1111$ industry's total production. 

But no such larsest p:oduce!: tO'!! ~he i.;nduat,-y as a whole 
. ' ~ ,.. .. 

could be :f.dent1f1eci1 be~ause ·some times it,: happened that 

'Where'ae a particular ~~nte~pr1se was the largeet ~oducer 

of a particulc~ commodity, it was no where tb be .en 

am0Jl8 the f1•e largest producers (the report gives the 

percentage share iJ1 product1o». Qf top five -.terpr1ses) 

I 
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. 
ot some other· commodity prOduced bf the sarne industry. 

so .it wae 3ust u.ot _possible ;o f'in4 out the percentage 

ehar'e of a. pa.rtlcular eaterprise 121 all the l!nes f;lt 
- .. 

prOduetico.. hr fail'W!'e tt ldeatUy the largest producer 

ill an .induetrt 1e4 u.s to S4ent:Lt7• 1D.stead1 - tthe group 
-ot laqest p:ooducer.s:•. lt con$1sted of all those. enter'-! 

-
prlees who were the leading producers ot one or more 

' c-oamodit~es prOduced in a givez:t 1ndustn ~ AddiJl6 up the 

output produced b7 tb.1s group and taltb:tg lt as a percentage 

of the total production . at all the commo<li ties taken 

together, gave us the propert1Qila.te shat'e of the 'group 
-ot the largest Jl"Oduoers• in the 1otal 1rldU8t17' Q produc-- ~ 

tion., fb.i same exercise was repeated io find out tb.e 

pe.rce».tagt production share of the •srou.p ot the 2ra4 l~gesl: 
,. 

p:r odu.oers • .and the 't group of th$ 3rd largest produ.oers' 
... - ~ 

ia aa bldustzr. Ul.tJ.matel7t the part of the market oapture4 
I -

by the_ 'group ol the tlu-ee la~geet pro4ucers• of 'Various 
~ . -

t0lllmod1ties was ta.keu as an Uidex or the de,gree ot 
production concentratioa 111 a particular 1ndustq. 

While mu4h. oan be said against this method of _

asgregat!on., gi,ven the n,ature of the data. this seemed 
' . . 

LABOtR •I! URBOVER. I 

Data. a). la\lour tlll$·CVer at the three di.si t level 

ot 'industrial claeeU1cation has been taken trom the 

Chandigarh otfioe · ef the Labour Bureau• 
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', \ ,. Statistics on labour turnover are bei~ collected 

statu.toril;r Under the Collectttl1 of Statistics Act, 1953 

on a uniform ba.·sis in various industries. For purposes 

. Of the slU:'Ve7~• tb.e term '.Accession • has been. def~~ed as 
' ' - . ,_, ) . 
the total ll\lmber of workers added ·to anplo1Jnent dur~ 

·I 

'the period, Wn$ther.aew or re-employed or transterred from 

other establlehJilents ~ units Wlder the same ~getnent. 

lnter4epartmentai transfer~ within the iame establishment 
. ~ '' ' ' 

are, howe"'((,r, lgn_.ea. !he term •separatiozl'' upliee 
t .. . ' . . ' .... ,... 

severance ot eplo)'men:t at the insta.zu~e o! wol'iter.s or 
. . 1 

emplo,er·$ •. lt inclu.d.es termination af semce (\ue to 

death or retirement. · Retii-ement as a renlt of ·rationatiJ. 

za tibn <».- moclerni•ttou OX' ~ other cause is also treated 

as ~epa.ra.tion. •. 
.. 

We were aabal.;r interested in measuring the extent 

Of inv~luntary·'q;Qit·s. 'ibis.~ cauld not be done beoaue~ the 

separation· rate figures were not avanable tot different 

components separately. fo the extent the total separations 
. . 

:tncl ude te~tion of ,semce 4u.e to death at: retirement 
. . ' ' ' 

.ar at the lnetance of the workers.-. .1t is an inadequate and 

overeatima.t•a prOX't for the exten~:· of' mvolunt~l'7: quits_-
• 

!he percentage ~ the labour force. that :ls separated due 

to death o;:- retti-emell:t,,. however, is aot likely to show 

m.u.Oh !b.te~·indUStJ7 var1e.tio».-,. And ala~,,· thottgh •he 
ttgUres tor ·the · separations on ac.colillt ot the severanoe 

of employment at. the instance ot• the workers were not 
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coapiled· .separately< by 'the Labour Buteau, 1t was pointed 
. . ... ~--~~ ' .. ~-,. -~-. 

out bf Labour Burea'Q; officials tliat the :extent· of such 

separations was neglif;1ble. tfnder such. circumstanoee1 

Uf!UB total separations as a ~o~y for mvol'UD.tary quite 

se$11ed t Q l>e broadly justified, 
( ' 

lMP<UAliOB .. QF WAGE COST 

f!w im.por.tane• ·of. labour oost ·to the entrepreneUX' 

can be mea6Ut"e4 ettlter by the ra:ti·O ot labour oost ·to 

to1;al. cost or b7 the. ttatto of labour cost to value added. 

While t-e latter •eaeure 1~ u.se,cl •in t)ds study; the two 

measure$ . are 1 ·OgicallT ver7 ol osel7 _.elated.-- !he f irst · 

one g1ves us the 1d~a of re,l.at$;ve importanee of lab~ 

1h produl!'il'll a .given out~ in c()n3uact1on With all oth~ 

tactore Of' prQdu.ctioa1) the latter wQuld tell us the relat-. \~ 

i"f'& .impartance ot labour in ~la:,ion to capital. alone 

(i.e •. ,. tile eha:r'e of ~l-abour 1n '*'net 41etr:Lbute.ble output•) !' 
-

:Both 1neas~es have~t at t~sf.: b$en u.eed b7 previOI.ls 

reeear Ob.ers •. 

Data tor oompu;tiDg the ratio of labour coat· to 

valut added be..s been taken ftlom the detailed reporte ot 

the ~ Survey f1f Xndustr;t.es, 1·910 •. flle figures ot 
wages and sa.larles paid to ·worke»s -:ro div14ed by the 

value added figures to. arr1ve a1 the requtr•d ratic;t~,r 
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Sex OQnposition ot the worktoroe has been meaatmJd 

by tbt ratio Of m$nhours worked by f~es to total 

directly Employed menhQU.rs workod. ~he sex oanpooition 

af the manhours i$1JlplOJe4 through eQtltractors not bein~ 

available separately,,. the former :ratio was talDan to 

.represent the sex· composition of the total manhours lrorked! 

Data tor both the numerator and the 4enominator has been 

taken from tbe detailed reports ot the Alinual Su:rvey of 
. -

Irld u.stries_, 1970. 

P•~ ABAL!SIS AND FIIDiliJS 

!he deo~eiQB was made 'o use 4inear $ultiple ~egre• 

salon analts.is to test the relationships betwe-en variables. 

Linear_ :-.egression analysis technique were to be used u, 
and only .if,. two assumptions required b:7 these teo~iques . ,. ...... ,- .. ( ' . 

were generallJ valid. 
' Firstly 1 strang C'U:rViliD.ea.r relationShips, 'between 

w4ges and each lndepe.ndeut variable, do not extst. ~he 

validit:r of thie asen:mptlon was examined by the tollowj.ng 

test. Wage$ were :plotted against eaeh ~ia.bl.e on 
; ' ._, . 

se~ate scatter diagrams, and these d~~s were visually 

·exsmJ.ned for non-liaear relattonsh1ps. !his test ,d14 not 
I . ' 

UD.ower si.Bnificant clU"Vilbear rel.ationshlps •. 1 Seoondly, 

1. Ohe ~i:Dear relationship •• tound, wage•product-
1vi:t;,.. In this ca.se 9 however:p eJ.gnificant linear 
:relationship was also evidenoed over a. large part • 
~herefore 1 ·our major conclusions would not be al.tered 
by concentratil1g upQn solely linear relationships. 
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I 

the different e:plana.toey variables are not linearly 

rel•teci to each other (i.e>., ab~$1\ce of Dlul ticollmear1ty). 

A rough test ot the "Validity of th1s assumption was made 

bg computing ed.aple. correlation coeff.icient.s between sets 

ot independent ~riable.s. fhe highest value ot the 

conoelation eotfficieat amons the sets of independent 
' . . .... . ~ 

variables is bf)tween the varlabl$e measuring the :Lmp~tance 

ot •age. oosts .·Bad labO\lr produet1vit7·• fh$ tadustnas 

tD. which labOllr costs oonstttute a relatively. smal;l portion 

flf value ~ded are the srune 1n which, labour productivity 
' . c. 

is relatively h,igh. (The simple 'Correlation coefficient 

between the tw.o val:'iablel\1 ts .,.. = -o.61S). However, the 

value not tetzJg vory .high.t this inte;r-dependet1c7 le not 

likely to pose. any special prob~ems and the effects upon 

lfage stJ:uctttre ot differences tn productiri t,y .C$U stUl 

be ea.sUy isolated ~om t}le effects of Wferencee 111 the 
' 

lmportance of labour costa. · Under these circumstances 

the assumption ot linear in4epeb.del1.ee is. valt4.r 

Since 'both the nqulre4 assumptions were '~tified, 

product moaent correlation teChniques were uaed. !he 

various indepeAdent -ve;ria'bles were regressed upon the wage 

series, both bdividuall1. aftd ~ combba.tion. The resulting 

e.imple •· ~tial and multiple correlatt011 coef:f'iciel'lts Offer 

a.n interestille picture Of the coac02n:!tanC1es ·among the 

variables. 



162 

RESUiil'S,t 

Product .moment correlat10l'l ana.lyais produced . .. 
the following result: Wages are, as a rule• higher in 

the indt;i.stries, that . are highl7 productive, highly 

concentrated,··. pr~domina~tl7 hirers of. male employees, 

havins a larger component of' skilled workf'<roe and where 

wage ·pa._fitients ae a cost are signif.icant. 

1'B.ODU~IV1~Y·: 

. OonstQ.er, first, tho re1at1onsh1p between wages 

an<l produetivit.y. 

U$1Jlg value added per manhour as: an index of labour 

productivity, our f)V#.deZ~.ce surmna.r1z$d 1n ~able Jro. 5•1 
. . 

tndicaiifts that wages are higher than a.'Verage ill high . ' . ' ' 

productivity muustries. Rab.k:iJag ~e industries accord1Jl8 

to produ.et1vit1'• niae ot the top ten were p!,J'it'Jg wages 

·above the metlian of ~ industries; none of the l)ottca 
' . . 

ten was pa.1ing wages above the median. fhat this »high. 
' . 

wag.e -- hi&h productivitY' pair~ is riot restricted to 

t.he extremes 1$ indicated . by the signU1 cant simple 

correlation coefticient {r == +0 •. 656) • 

M<:reover .f the enetence of a st1"ong relattonsh1p 

betwee~ wages and prod~tivity is ex~usivas- · :fOA? when 
' ·• 

the other factors like the sld.ll and sex composition ot 

the warkt~ce, and nature ot the p:roduot markets etc., 
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JABL! ~·J 

Correlat1on1 between average 
hourly· earnitlgs and · 

Simple Part1al2 

1 • V:a.L• added per manhour . -* (>.656 . * 0~621 

2. . ftopor~ion of -.skilled workers .· * * -o.511· -o.:;sg to total workers 
* . * 3. Degx'eEJ f1l concentration 0.671. Oe444 

* 4. La.bo'\lr furnover -.0.469 o.oos 
5· Proportion at wage bill to 

value added 

6,. PropQl'ti,en of female .m.anhou:rs 
to tot~ manhours - ·* ** •0.48t -0.247 

** 

*** 

' . 

. Con-elation$ are based 01'1 82 observ.a.ttons. 

~rheSEI a:re Fifth. Order fartial Correla~ion .Coetfioients. 
Lower Order Partial. Correlation c~:tticteD.ta are 
give-n ill ·bhe a.ppendtx. · 

·.~his coefficient is s!8nUicant.l.y 41tfer•t n-om 
gro $t 99 per <lent confidence l'$1Tel.. · 

~his ooeft!cieJJt ie s:lgllif1cQtl:r .different from 
ze~G at 98 ;Per cent confid~noe 1evel. 

I 

·. Tbis coef:tf<d.ent 1S s1gnif1Qantl.y diff' erent f Jtout' 
zero at 95 per ee:nt confidence level, · · · 
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ar6 only •average•, w~es _and productivity are still 
~ -· 

signiticantl7 :concom.itaat. The partial correlation 
' ; ~ . . . . . * '. . . ' . 

. ooetficient. le r =. +0.621.. !his finding establishes the 
,·: .... . 

ex:Lstenc$ of a strq producttvitt ... wage l.iDk. arul 

susgests that j:f;)le effects Of pi.oductiv1iy differences 

upon wage levels stand pri!Jlarily on their owti • . . 
A. btgh average value added !.e l.ilml1 to produce 

liberal t4'88G polf;c1.e.s1 betau.fl;le. it 1s from value added that 

·wages are to be paid but it doeG not imply that bjgh 

~product.tvity sho'Uld or does tnevitablJlea.d to high wages. 

·Wage 4Gtermina:tion is a process _in tthich at least t110 .. 
partS.es Qmployers and workers .... are .involved and, therefore.; 

the bases on which. 1tages are set are ~qmrea tc b~ 

acceptable to them. llt;tla.tive ba:t~ain1»8 stre~h ot the 

~· parti:es and intervention by the state mar indeed a.et as 

. strong constraint$ on a pa.rty·*·s decisia.t t 0 accept a. basis •'; 

But 'within tne g!.ven ~ill$titutiona1 and 'ma:rket eond.it1ans1 

factors like productivity, are .merely •permitting• 
~ -

f'e,etors. A rise 1n p-odu.ction pe:o worker .does not b7 

;tseU get txanstol'lD.ed into e. rise 1n wage l'&tee~ .i.t 

enables the emplO.Jel' to raise them,~, the actual rise would . •· g 

require that both· parties agree to the. prinei.ple. that 

wage rises shou.l<l be based m productivity• Our fill.ding 
-

susgeste that w~e setters have been utsrested in 

adjustUl& wages to product1Tities.,.. the canelu.aion·t A large 

part .ot the inter-industry cliff erent~a.l 1n 1J8ie levels 
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) 

·call be explat.ned b.f variations in productivityt producti-
. . 

SUJ,:L COMPCBDIOlh 

.. In accorQa.nce with ow .b;rpothests, th~t '-rtd.ustrr 
' . 

wase l'ate s vary oa · aQo o'Q.t of inter•.induetey differences 
• • .lo 

ill, akUl miX )'efiillirements, we s<mgbt the e~plaAatiO!l ot 
tnter ... induat%7 lfa8Et variations 1n ~me of differences 1A 

. . 

ekUl mu., , fbe. proportion of \JtlSkiU eel. . workers to total. 

ti'Ottkers was •aken as an ind&~ of the ek:Ul compos1ti<m of 

the workforce. -our· analysis .dlows that the 1ndU.st17 having 

a le.rser component ·of unskilled oecupations 1n -.ts work

force· ·pa.,a a. .lOWer av~age wage rate than the Ollt IJaving 

a larger component ri£ ihe skUled Qeaupat1oas 1a its 
.. ~ ' 

wor.ktorce. (i':b,e •ll'lPle coefficient ot c_orrelation b&tween . . 

this .tn4ex and wages is r ~:: •Q,.;t1). . that . the .lnfluen#e 

t>f .the slrill composition on wagee 1s ~xclus1ve 1S evident; 

f~oa the stgnitioan t valt» ot the PBX'1Jial conela ~ion . . 

coefficient (; = ~.J59). 
•, 

~ 

b: defence .of interpreti»g differences 1n sld.ll 

oompos1t1on as exclusivelt related to wace differe!l,tial.s .. 
one can arsue that a eom,petiti ve le bow. ma:rket W'OUl:d. 

allow inter-industry wage differentials oJ,lly to the exttmt 

they are on accOUJ:lt of the differences :i.n the skill 

composttiao. at -the workforce~ It .~ only when the compe• 
""" . . 

tttlon .tA the mar1tet il!' not effective, differentia~!'! mar 

a.:r~e OA aoeoUllt of the other factors. 
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!his e()Jlc.lusJ.oa, however, must be a suarded one. 

la a .lab.QUJ:> Sh·or·ta.ge economy the demand price·, in ·the 

sea-sa Of· the 1118X1mta price the emplo.yer can a.ff ord and 

wi,ll be wUlin8 to pay would be a <;rucial. ta.c·tor in 

determining the wage rates. · ~ en econom,- with large 

ecale tmemplOyment tAts dcea not hold. But then one may 

asJtt t4l,y d.oes Q -.plo,e:r 181 a. higher wage rate to certa:l.D 

people ebply b$oouse they have higher skill$1 if thEB"e 

.is an exce-ss supply of labou:r? Here it 'fi'I1Y be pOinted 0t1 t 
' that in an \N~r popULated and newly .industrial1s1ng 

economy there ·'1~ acme type of dualism prevaUing in the 

employment market. ·!he mass of unskilled laboc.r is 1n 

excess ~pply while there is a. ahat''ta,ge of persona :ln skilled 

occupations which a-re in great demcnd an a.Qoount of. the 

Uitxood~ct10ll .ot higb.er tealmolqgy. t 

~herefore, , in Spite oe· ~ener:al WJ.$1\plit1DJ.Ot\t;. the 
wage dU:te:~entiala based on skiU not only octltinue bat 

a.lso Widen with tha use Of bigl1ar ted.hnol¢8Y• The :tndustr,

hav.!Dg a larger component of skUled ooeu.}Btione in ;l.ts 
' 

work force pl.Je a higher aver~e wage rata because the 

skUls ha.-ve a ~h supply priaa aa they cost money and 

time to acquire and also bec;1.use they are ill short flttpPlJ'• 

-·~----
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of iev$lop!Q a »artlal explanation o~ Luter-industra 

wage variation eeateriag rOUJtil average skUl requtre•ents 

. or the industr1e$y". 

l>IIRBE OF OONCBfRATlOB 

!leas~ differences Utlt~Q~H) ot e<acerttration 

b7 the method. aJ.read7 expla.in.ed, the e!mple correla.t~on 

eoeff1cJ.ent bttween wages and this index is .~ • +0.677 • 

bdioa.t!ng that le.ss o0.P't1ttve 1n4ustr1es otfer )ligher 

wages. .Amo:ng the tUteea aost concentr:ate<l t.n,d:ustrif)s, 

toUl'teen pay wacee above tlt.e mE!d'- nstf the comparable 

aumber tor the fifteen least concentrated induertrries ts 
. / 

Olllt 'two. The obvious oonclus!on from these data ls th~t 

ii.fferencei!i bl the degree of ooncentrati,Q~a, are also a 

i81t$rm1n•t of J.ater~iadustr1 wag~ d:tfferellOEUJI~ 

L1-. :Fo.duettvttr ana. skUl~m~ o~r part ot the 
influence ·Gf OGJJ.CeJltrattcn di:ff&reJ;J.Ces upon wage J.evels 

ts l'elate4 to cth~ factor&.. JVen $f by all indexes other 

thaa concentration, higbl.y ooncent~a.te4 utiu;a'l'ies 

ev:l.d$1\ce onll' •average• wage$, wages are trpS.QsllY higher 
. ·~ . . 

lJlless oompeti11ve industries~ (!he part~ correlatioa -·~.-

" 

e.oefflctent between wages and d.egree ot ·Concentration. is . 

~ = 0.444).· Oae rea.sof,l fo:t the exclusive relationship 
" . ·.~- . ' . 

•ould be tha.' oltgopolists - e1the1" 'l;h.reugh em.ploJer'·s 

a.ssociat1ons• COIUIJ.0%1 unions•: or informal agreements;~: 
-~ . 



" ~ ' . 
poli91es• Wage.s .are generallJ etandard1ze4 t~oughou'ti 

the indU$tr'y., · Jf ee· f13na pqs }d.gh wages, all tirms 

must pay hig~ fti&St 'Wq$ a.Q.Vantage is J.tot allowed,, AD. 
• . , }.-r·· . . . 

oligopc;tlist ~n$ed not· tear that a wage in«reaee will 

result ·tn a ~oat (aDA WbstqU:ent price) U,er:ease which 
~ - ' 

will pl.ac. ·biJl at a oompe-.ittve disad.vantase with othe~· 

tixms m the same indust-ry.. On the· cont~ary, b. a Fodu.cf~ 

uu~rkri 'Where tb.ere ls stroag conipetitiw pressure on prices, 

pr.lce reduc'tion b,r f.8:le firJJ1 (consequtmt \l.POXX coat reduction 

a·Qhteved either tbl!'ousb· tec~ol~ical. 111novations . or. thr qh 

a ~estrU:oturS.g ot enatiq trap sea:tes or· 3ob d•$1gna\iona) 
' 

mtght foree otbe%' fitma alt:aQ to :toll ow strict wae;e. po1:1c·1es. 

A firm tn a, cOJ!lpet1t1ve J.nduatrr must. be ale~t to fJl.l qost 

ad:fantases. Mana,ex-~:~ ot such ·firms are rell1Ctant to .commi~ 

themselves to higheJ> ~d blcreasinslf rti81d wqe 1~1e. 

!he oltgO.poltsts "es!.~anqe to wage inereaeea ts:, ··there:tore, . 

. l.e$s 'than tht re$ietance Of managers D. oompet!tJ:ve 

industr 1e&. 
' ' . . .. 

U:other explanation of t~e s'f;:rODg wage-~oacentration 
t .' ' ' 

relatiqnship could 'b$ that, in t!lose ttldu.stries which 
' ' . 

tollow eamnon wage poli(jJ.es, U».lon.s are $'b~e to plq · 

OJle ti= .against another 1,. result inS ill wage l$Yele :ld.gher 

than oth~e. · tlQaUstng that the we.se level 1n · oJ).e firm 
' ' ' .,. .. ' ' . ' . 
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with the most vUlnerable company. Since the lowturt 
. . ' 

).evel 9f· resistance am eng a g~oup. at firms w:Ui always 
'·,,~)~\< . 

be lower than the average resistance level ot. these same 

· firms,, wages will tend to be hf,.gher· 111 imuetries where 

playing one firm· against another ts feaSible, to wit, 

the highly concentrated 1nduetr1es. Also t the gains of 

FOductiv1tT are passed «t .to cansuniers in competitive 

1ndustrie s,, whereas they can be divided in some 

proportion am.cmg workers and employers 1n !mpertectl7 · 

oompetit:ive industries. 

EaCh of these forces streng~hens ~he causal l!nk 

betw$ea ooncentratiau and wages. D.1fferenoes in the 

degree at concentrati<ll are thus impca'talit determinants 

at inter-iadustry wage differentials. 

SfABlLlfYt. 

'Us1ng labour .t~n.over (rate Of. separations) a.e 

a prox,- tor the stability of employrumt, our analysis . . - . ' ' 

' 

.shows that l.ow wage's are trequently ccm'b122.ed ~th fluet-
, . , 

ua.til\g and unstable employment (simple ·:r. .... o.469) 
.. '. . ' 

' 
'trl'lall W.th mt'l.t'e regular patterns of empl.O)'ment. . , ' . . 

. !be Jielationship between labour turnover. and wages 

:ts, howeve);', .not direct and exclusive. When all. other 

determinants ot wage d1ff.rent1als are only .•average" • 

. wagee and turnwer ••· ru~t slgnifi;oantly related. 
. '· . I . 

(!he part:Lal Cat'relation coefficient is +0~.005):.:. Labour 
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tu.rnovet", $.a fact,. in itself ls being determ.wd bJ 

certain earacteristics of the· industry .tnlr the 

average s!ze ot the fi.ras in the industrJ q.d the skill 

and sex ca:aposition of the workforce. 

If we reason that the degree · Qf cancentra t1on in 

the poduct market and average size ot the fixms are 

poslt1vel7 r~lated; 1 labour turnover would be expe.oted 

to be h~h .1J.l ;Ut.O.ustr:Les cons1stins of large l'.lllltber of 
·. .... 

ftrlns (t.e. compet.itJ.ve industrtes) beoause anaU and 

less Uver~Uied .firms are mare sub3eot to large fluctua

tian.s ~n enplOJ1J19nt.a Our data. supports this assertion. 

, The con-elation eoeffieient between degree ol concentration 
' . 

ol.i~opolies, is be00ruse cf the fact, that these ~dustries 

br ·.pa~ h1€;het WQ8es are in· a position t.o stabili£& 

their employment. This does not seem. to be wholly true • 

................. --
1 • See the . empirical evidence cited· by: 

Ilayid' G. Brown. "Expected Ab.11itJ:. to PaT and Inter
.hdustry Wage Structure . in Manufaeturing0 

Indw:;trial Labour Relations Review! VQl •.. 16. No. 1, 
October 1962 and w. ·Hood anQ. R~~~lh . eest 0 lnter 
Xndustl'3' Wage Levels in llrl1ted ~Cl<»n Manufacturing" • 
!be Hanchf)ster School (pp. tao).; BovEmbeti 1973. -

2. A st\tdf of these fJeu.res (avatiable in the Indian 
Labol:IX' Sta.t:tsti.cs) ·shows that b~h the accession 
and separation rates are mUCh h.16liex- in the anall er 
establiShments than in the bigger on~s. 
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, 

Even after maintaining wages at an •average' level, 

degree Of concentration and labour t~nover ... are signifi

ca.n:Cl~ rel~ted • (fhe partial correlat~on coefficient 

ts •0;,.3,5)." ',Oile Plausible explana:li.:l.qp. for this part of 

the relationship which is exclust ve m01 be .:tn terms ~ 

1ihe relationship between the average s1ae <# the establish

ment (as dete~m1Zle~ by the degree of concentration) and 

l.a bour turnover • 

Aleo.1 .: a• ·stated earlier,. high labO'In' tu.r-.over shows 
·• 1.' ' . ' . . . . 

lD pa:tt the ·eapl.eJtneAt of' waaen w1tb. .famU7 .respcnsibili~y 

aaQ. whQ are ltkely to apply themselves to elD.plOJ1lent on+1 

teJr1porarUy,. So higher_the proportion of females in the 

workforce, hJ.Bher is expepted.to be the labour turn over. 
. . ' . 

(Simple r between these two va.riabtef.S ·1s 0.421 )• 

ln eo far as the Eiaplop.r•s. poliq o:f en~ouragihg 
.... 

a high rate of labE)t.lX' turnover ie~ c~eemed~ either to 

ci•cumvent the l~bow legislations • l·lhich lay down the 
• 

·atnimum wages to 'be paid to the worltel'$.t or to avoid the 

~o~t O'l. frillge benefi:ts and oertain. o'he:r Qosts associated . . 

'With pex'ina:nent .. labOui; this. ·can be pw sue4 meet e:tfeeti vely 
' .ri. 

only tn i"elation. to that segment of the w:orkf:orci. that is 
I • ' , • , ' - ""'" ' • ~ ' t • 

unskUleci,. so the obvions, oon.clusion7
· ie that ·skill. com·p~ 

sltion~ like sex oompo~itiont ~::{ ~· tiappr~t d.etermiiiant 
,. 

,of the labour turnwer ~· (The· co:rrelat'ion coefficient 

·between the ~opo~ion of ~~killed·-labour fopce and labour 

t1U'llover .is 0.452) • 
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-~der these circwnstanoes, where lab·our t"t:~rnover_ in 

lisel.t 1s bebs «•tennbed bJ ce~taila; other dete:rmiilan ts 

Qt 1f:8#$'&St the abs~04t Of aa exclusive· relationship b.etween 

lab~ tur.11~ axt.d W~:tgee is the natural corollary. .. . 

'Ja order t.o jlllge rela1d .. Ye imp~tanee ol labour; "total 

amwat paid to all ~otkers has beea e :qawe esed as a percen

tage crt w.lue added! 

't is st&bg to note that . in gqe:ral f thero is a 

positive.:rel~tionshlp between.wages a:nd wage oost.e.cross 

the Ul.dustries (etmpl.e r = ...o.2o1, pa~tial ; = -+0.~).1 
Qae: possible explanat.:Lon for th~ ot>serve4 post 111 v• 

a.ssooiatiQU betwe$». wage$ G.l1d proportion of lf96G cost may ·, 

be tl\at in a ~owi»g .eeonomr, euoh as of OUt"·~, where the 
,. 

4eJ:!le.nd ftir outpu' and labour :Ls espau4;ing, the i;n.duatn.es; 

where the imPortance ot labous- (as jUdged 'bf proportion Of 

pa3'JD.ent made to· it 1n total. 1nc<111e) 1$ greater in produ.oticm. • 

wOul4 be r•quiritl& a compamtivelT largaf sli.oe of labour 

force f,or e;:pa.n.dtng their output and eof.t.aequehtly bisher 

wages for such 1tldustr1es are inevitable~ at least, in the 

"···~-~~· • • • • : n • • • \ •. • • ...... 

t. ~·he negative s1mple correlation coeftioi~nt between 
relatJ.ve wage ·cost and wages _is 'bec;ause of a ver7 
stro-ns negative correlation betw.ett wage cost and 
producti.vity (r = -0.615'). !he wS\llt is in eontormity 
With the Oile ar ... ived at by P.}t. Saw~y;, Measuring · 
l.ntportanccf··Gf labour by exp:re.ssitlg the wase bill ae a 
percentage ·Of gross output, he :found the ~t1al 
oorrel.a.tien. C'Jetficient.s f'1t +0.61 and +0,.?1 for 1953 

and 196' respectivel-Y'• between propol'tion o'f wage cost 
and averace daily earningt'f. 
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,hort-run~., .· Howeve:r:• over $ sUfficient periOd af time, 

· wlth the advancement .in tecbJU>l~:t there are J?Oss1b111ties 

of subst1tut1on ot capital f~ l.abour and thea~ indu~ries 
ma.y not pay .compa,rativel7 higher tv-sees, because tJith the 

I • 

substitution ot capital fer labour,· th~J wOUld be requir1D8 

relatively less ~ount ot scarce labour .skiJ.le to~ ~.x;:panding 

thelr output, 

THE SEX RA!I. Os . . . 

The :ratio of manhours wQII'ked b7 females to total man

hours worked was chosen as an ln<lex of the sex com.pos:ttion 

·~ the workforc$.· 

0\1.\ Of ~he g; ind'l!a-tr:tes for which average 'holrl.y 

.,arnillgs tw: men and women have been ca.lculated sopa.rateltt 
. . 

U all. bUt 10 ~dustr1ea? wt;lljen•s ave:r.ago llourl.y -earnibgs 
-were oonsider~l~ lG1er than those ~l men:•~ hourly eat-'liiDgs. 

,. 

Xn 11 ~U$1:.X"le$1 wo11um.1 s averagG hout'ly ea;%'nia38s 'trere less 
. -
than 40 per cent of men's hour~y earniugs, 1n '' i:rld'W.ltr;J . .'ee 

- ' 
they ranged between 40 pe~ cent :t.o 60 per CE)1lt of aula's 

-earnil'lg,th-'-!11 .29 ·betwee~ 60 ptll" cent t-o- 80 per cEiil.t and -irl 

$he reJ.Daining s theJ. ware more than eo percent of 2J1Em'·s 

hourly :eamings.·1 , X.n most or the cases· where men's wag$s 

f. lieter$~ce •Y be made to an Occupational \'I~e Surve7 
Report issued by IU.nistey of Labour and EJ!lpl.o3ment. 
~he earn~e of naen -and ·women in the same occupation 

.. have beea g1ven for 6' ocoupations epr·ead ove~ 23 
. industries1 incl.utU.ng mines, and plan.tatic.·n·· s~ In the 

case ot '!1· cecupa.tj.o;ne the average earn~s ot men 
were hS.gher than those or women. ~'one theJ weJ;"e 
equa.l and_ 1n 23 l.<nrer. ~he Labour Bureau remarked: 

Cont •••• 



. 174 

I. 

were h.tgher_, th.•. percentage clifferenc:e was quit$ ~ •. 
. . ' .·· ' ,.. . " . ~ . . : . '•· . . ., 

ln the . cases 1n . Which women earned more th$Xl men the . . ' . . . . ' . . . ' ·~ 

excess was small 1».. Jltost . eases• fhe correlati.on -~lysis 
• • •• • • ' • 1 ' • • • • 

indica._., that wages .. a:re .4eoidely .lower in the industries 
. ' . . . . . . ; .-. ' . ~ . : ; . . . . "" . . ( _-. . . - . \ 

tpat ~• pr$d~a~~ly h.~•e: at tem~e: empl6fees (~;11$ 

slJnple correlation coefficient iu J.t •. -().1,91). 
. ' . . . ' . . . 

~-~ p~ Of th,e influence of sex ,compos1tic;m. 4~ter.-
- .. ' . . ' ' . . .. 

ell.cea upOA wage l'vels ts . .-~la.ted to ()~heX;' taot ors. Even 

when ·aU other fact·ors $~'~ OJ).lr 'averagt;l' 1 tem~e ho'UZ'ly, 
. . ~ ' 

.... -
earn~~· are still l~fl:r thaJl .mal·$ h~lr e~s~ . ~-~1,\e 

~ 

~tlal correlation . coetftc1EOO.t between. wages and tbts 
. . . ..... . . . . . . . . ' ' • • • 

. indu J.s r -= . .o .. a4T) .. 
' ' ~~' ' ( . . . . . 

!be rational.isat~QA f<r.r the, p~.l·c,m. of the sc:tx J-atio • . 

wage. J!'el.aticmsb1p whith .is excl u."ive atshii 'be . ascrlbed to 
' . ' . . ~ ' ' .: ' 

th• clifference$ ~ t}l& $Uppl.J c,har~cter1et4cs . of . the l~bour . . . " 

·f.orce, as well aJ;J d~terentj.a.ls in labo.~ d&mand •. QJJ tb.e 
' • "l • ! 

e1de Of c1em$'Q.d there ~~ the. tact that .tllere mar be tewer 

remunerative jo'Qs for 1fh~·Oh women are as ~~lJ suit~d ~· 

COllt •.•• ~ 
' ':: ! ., 
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are meza. Xn some cases women wUl })e dttil\1tely supe)."ior ., 

as 111 certain opel:"ations of cotton $pim'l~; while for 

heavy JllUSCul.ar operations like coal~he.wJJls aud 1rqrt•motil.ding 
' ;:-. 

~omen wUl c1earl7 be unsuited_•- lt 1s sometiules sa.i<.\ that, 
' ' 

because w~en are more prqne to illness_ or onl7 to apply 
' \ 

themselves tempQrarily to .aa ,$mpl~7J.~!en~,, th.ey _mar be less 

uetul to an qnploye:r for this reason al.®e. . Added to this. 
' ' . . '·· . '. 

·is the probable ettect of custom 1:n escluA~· w011el;l from 
i -

sorae oQcupa.tion.s. Women acco-uritecl for :®.17. $.47 per cent 
• w •• ·~· ..... J 

of the total manl\ours workeA in organi~ed mantltact._.ing 

sec~~r .:1.11 \1:9tO. 

part. I:f' the supplf price ot .••en•.s labour is g~nerally 
' -

lower tha:a that- ot men, '~is f)J itself would suffice to 

explain the lqwer .rates paid to women .•. ot 4ec1siy~ influence, 

on the supplf Of women 1!1 thEt labour ~ket _i:s. probably. 
. ' 

the r.:u.mber ot women who seek emplol'Dlent beoa.u.se the-.r 

tamUy l$ in stra1te%1ed circumstances through the l.ow e~niDgs, 

U!l.emplOJllleat. illness tit. aea.t)l OJ! the male breadwitul.e%". 1' 

' ' . 

Oont •••• 
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!'hese womell, smce they are driven to work only by the 

pressure Of poV&rtf will be ready to work for almost 

anything they can get, and theJ will val~ 1mmediate 

earning$ eve• thoUgh low, spasmodic and temporary. 

fhe l,ower female e.arnh'J.gs might partly have resulted 

from eome Of tl\e Wage Board's decisions of awardmg lower 
-wases to women worker&, em the pJ"eted that a wame~t. worker 

is aot 'bou,uQ. to ma,Utain a fatn1l1 at 'three consu:rnpti01,1 

units. 

the tlllplo;m:ent of women tends to lower the average 

·eamittgs !.tt. an 1lltustr7 1n mom. sini~ect ways also. In 

i.ndustries where mal.• and female labour oonst1tutos C(ID.pet.ing 

croups, tbtJre male wages will be loWer as well, s inoe bigh.er 

male -Wages mat lead to substitution in favour of -..ap 

female labour. Assuming that the actual part1c1pation rate 

ot 'the WQI18Jl iJJ tb.e labour force ot an industry -.eaeures 

the extent to wh:!cb theJ can be aubstit'u.ted ,. ~r the emp;oyer 

is willing tQ R1UJ1iitu.te them, for male labour, our analysis 

iont •••• 

1962 Showed that women work, if they are reqtdJ,te4 
to do SQ_t because. of econQmic CQDlpulsions Of 
the. faJD.Uy. About 70 per cent of ~he .women who 
responded to the enquiry considered it neoess~;r. 
1;o work in order to $Upplement fam.Uy- eam1ziB•· 
:~ote4o!; ·• the Be port 9f the Natign§t ~gp&psig ea La:gs, ep. cit., pat"a 27.21, pp., a,. . 
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shows a strOtJC ».esative oorrelatf.on between tile proportion 

ot females in the labour force and male wages (r • •0.~). 

Bach Of these factors strengthens the excl'QSive se:z: 

ratio-wage i'ela.t 1onshiP•· 

MUL!Il>LE BEGUSSION AlfALYSIS • 

In orcier to :turth.~r inveetieate the relative contri• 

button « each of th9 factors to the wage differentials we 

havt ap:p1.1ed· mut11ple regression analysis to the series ot 

4Uferent . 1'acto~s · an4 ~es •. 
the tu®t~onal .. elationsb.ip 'betweetJ. the tariables ma.J' 

be expressed as 

y,. ·~ t (x1, ~,,, x,, x
4

, x
5

, x6, t1) 

Where 
" .y = Average hourly earnings .of. Workers 

J 1 ~ Val u.e Added per )lanhour -

:r2 =. S~l C<aposit1on of the Workf'Ol"ce (ratio Of 
· ·· uneld.lled workers to total workers) · 

x3 = Degl'ee of Concentration 

14 :::: Rate of Labour Turnover (sepa:ration rate) 

!"5 • Proportion ot Wage Cost to Value Added · 

r6 =: Sex Composition ot the Workforce (F,opert1on ot 
1romeuows to total manho~a worbd) · · . 

' 

V -. IJ"ror term \ 

the thE!oretical regression model 1 ~hen•. takes the 

following :f' oxm t 

.Y = x -. B1 x1 + :e2 .x2 + B' x5 + B4 x4 -t 15 x5 + J 6 x6 + u 
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Parameters B1• B2 ~·i;'eto. t' ,can be inter~~ ~~d as the partial 
I . , . . , 

derivatives at . Y with respect to x1; X2't;t;1:c., 
reepectlvel;r: .. AX _ B • .....u. = ,. .n .... _ ... B •eus· us b~ 4 X - · 1• (f"''. ' .w2 • • • • ;ao,.uw;t 1 • ., 

1 2 
what ·am011nt tWill change in response to a unite chanse in 

x1, when x2• x, • ••. are maintained at the given level, with 

no other Won:tat:i.ont B2 , B3 ••.••. can be interpreted s1m.Uarly4 

!rhe Constant ·Tenu In a uthematioal model the .interpretation 

ot the constant. tent is obvious: it is the mtercept; the 

value th~t ~ takes on When ,au independent variables ,are 

set to zero. But su.ch is not always the case in an econo

met'~ic model •. An econometric model (regression equation} 
~ 

is used to ~xpla.tn the behaviour ot a sub.popu.lation that 
; 

contains at least one nonzero independent var:iable. When 

all the independent variables a,re zero then the observation 

does .not belong tO the subpopulatioXa; \Ulder inVestigation 

(i.e., it C$as_es to be an observation bel<mging to .a manu-
. 
facturillg unit) • and the re8X'esaion equation has no valid 

inte:rpretat.ion. .In this .qontext the constant term should 

not be interpreted as the equation•s !Jlterce.pt in the 
' . -

·mathematical sense. Rather it is t·o be interpreted as the 

m·ean effect on t Of all ·tu exclude<~ variables far the 

relevant subpopUl.at~cn. When the mee value of the ommitted 

variable (Z) changes for some reason• then the ·constant 

term will eb.a.D8•• 
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fhe ordinary least squares estimation procedure . . 

was U$8d t,o estimate 'the .:parameters Of' the mocJ.el • 

• ' fhe correlation matrix atJ.d scae 'oth.~~' ~tatistics 
relating to the. 1Ddtvidua1 var.iabl'es' are -shown tn 

Table Bo. 5.2 

1' . 1.000 
x 1 o.fi56 
x2 .o.s11 
~~ 0.617 

"" x. •0!469 
x5 •0.~01. x6 ... o.~at 

. 1.1S6 

0.562 

x1 

t.ooo 
-o.191 

0.;440 

...0•2$2 
-o.61S 
-o.Jot 

ZMlYl ~•o~. , .• & 
QQRltBLAf IOJl' ·MAfllD 

.X, 

.1.000 
•0.407 1;.000 
0.452 -o.ss; 
0.,.021 -0.216 
o.29s -o.36o 

•~ooo 
0.064 .1.000 

o.42t . o.1 '' 
MEANS Q!' VARIABLES 

t.ooo 

4.1,2 J2.S13 58.1GJ 47~0t4 38.19? 11.121 

STD. DEV~IONS OF . V.AR:tABLES 
,.an· 14~'74 26.62' 59.,3er 1:7.966 · 16.6$3 ., 

00li$F. Of . VAEUA'riOJ 
48.62 9,. 7J 4,.91 ·45.77 125.99 47.04 149.74 

'All the variabl$s are Signifi~tlf correiated with 

th• · wqes variable when take OJ1 the1r OWh• A number .. of ~he 
\ ' ' 

· ind.epend&nt. variabl.e$ are also correlated with e.aoh other'. 

However., the val~es ot oo:rrela.tt021 coet.:tid.ents ·between the 

eeta Of tn~pendent Vai"1abl$s are ~o't toe h'-8h to cause _,. 

problem Of mUlt1ooU1Uear.tt."• 
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AU the ae~ies show ad•quat·e range of variatton• 

!fable·;., reproduoes the regression results .• 

!he first regression equation includes sld.ll-m1x 
' . 

(12) an~ labour t\l.l'llove·r -~X.-1-) var~ables. Botlt have 

atgn:lf'icant aegativt coefficients. When .l'elative lab~ 

cost (X5) and female p~cehtage (X0) are ad4e4 to the 
~ 

regression equat.lon (~q.a) female per0$ntage ha$ a' sien:lfi• 
. 

cant negat1vE:t cotff1oient. while t~e .coefficient of relative 

labow.- cost, t,houga 11: 1s negative, is ~s~.lticant~ !he 
' . 

·ooefttclents Of .la.bO't:!r turnover and ·:skill mix remain 

. sipU ioantt 

·fhe inclusion- ot the cc:m.centratJ.~ variable (XJ) 

~proves the ovel"&ll fit· .of the equation ~Qllsldera.biy, 
' . 

but rit reduces the labour turnover variable to the level . . ' ~ ". . ·~- . ' . .. - . ' . . . ... . . 

of 1ns1Sni:'Cicance (Bq.,). Labour· t'Ul"nowr· ts thus droppecl . . . ' ' ., '- . 

fran the subseque-t rep-essl;ons. Relat1ve labour cost has 

a negative 1ne18'n1f.io~t coefficient in all. 'he regressions 
' . 

wP,ioh do not include productivity. However·· the 
' 

inel\Uiion ot productivity variable ~.~'t) not only rnalte~J .. 

th• eoetticient .Of .. rel.at.ive l.ab<.n.nw cost poaitive ·but 
' . 

. also h1ghl7 eiplfioal),t (iq.4). It does indicate that 

lab<JQ p~odu.cti1'ity and relative labO\U' cost should not 
' . 

be <:ox,ud.dere4 in isola:tie. lt ie o!l3r7 after keeping tbe 
' , I . 

level Of labour productivity constant that wa ca:c. judge the 
' • ' • •• • • t 

tne ·llatu:re ·ot the "la.tive labour cost variable. Both the 

variables supplement •aeh other and when taken together 

expla1D. a a~cm ?-ar«G;ro variance af the dependent vat."iable 



_ . .:gABLE 2·1· 
* * 1. 7 =· 1~78~67. o.o15 x2 - o.oo2 x4 

(-3.954) ~.iS2) 
·2 . ,;_ .. 

. 1l -- 0 ~ ~2 :r = 2'! f 4~ ' - -
• ,· * ' . . . !'*~ ' . . ' - . * 

2. Y • 1.9694 -...o.o15 x2 -.o.oo1~::4,.-.~-.oo; x5 •. o.oto x6 
,_,_771) ~-1. 988) ' (~t; •. 874) ( .. ,. 2-t ') 

' -2. - ' 
It = 0•429· F •· 16.992 · .. 

* . . .. . . - - .. *· . .' ··. ' -' •. i. . ' • ' ' . ·' • ; ' •. . - .. • * 
,. y • 1.0417 ;-:~o.oto x2 + 0.010 x, r,w. o.oooot 'x4 • -o.oo~ x, "!'. 0;008. x6 

<-,.o&') (~>.553) · t.~o..,o2'). · (-o .• 93S). · (-~2_.918) 
- .. 2 ~ . . 
a.. •· o.;n F • 24.216 - . . * . ' * 4. Y = o •. 2;2o1 + 0 .•. 124 x1 + o~olo xs . 

'(9.192) . ·(3.500) I 

-2 . . 
a • o-.491 P = 45.984 

. . . - . * ' . * . . . . * . . . . . . ' - ' *· ' ' ** 
5~ 1' • o~45S65 * o~oa~ x1 •_ o~oogx2 + o~oo·7 ·x,. + o~oooo-a x4 + o.oos x5 - o-.oo;: x6 

_(7.510 (•3.6)5)-. (4 •. ?02) (0.05-4) <:5-.522) (-2.425) 
-2 ' -
R • 0•740 F = 42.002 ' . 

- - . * . . * . . * . . * . ** 
'· · Y = o.460967 + o.oe3 x1 • o.oo9 x2 + o.oo1 x, + o.oos x5. -.o.oo5 x6 

<?l552l <->.m> <s.o44l . (3.544) <-2.504) · 
•2 
it ::: 0•140 F = 50.966 

.Figures in parentheses indicate the comput,ed t -- x-atios. 
Sta·tistically significant at 1" l.evel of stgnifioanca• 

**- · Statistically significant at ~ level. of significance•. 
*** Statis:tieall.y sipificant at 5" level at significance~ · 

* 
. ... ~ ~-- ... - -

' . ""'i-•···· 
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than wb.en takeu s·e~ately, Relat1ve lab<ltr' cost has a : 

positive .stgnUicant coefficient when all ot~er variables 

are reintroduced, (l'Jq.:5). fhis leads us to the preferred 
' ~ . •' . 

equation (Eq~6), where labour, turncrver has been dropped. , . 

~d all the remaining variables vie.,, -produot1v1ty, skill· 

mix,· concentration,. relattve labour oost and ~e~. composition . . .. { . ;. 

hav& s~nif1oan• ooet:ficients. 

B. 3 s OMMARY: ' . . 

w, h$.ve been able to capture nearly three~fourth of 

the variance Of the .ute.,.industq wage·.levels (Eq~6). 

The concent~tio~ variable lS significant ill all resress1one 

1:rrespect1vt:t of inclusi-on or e·xclusion ol other 'V&r.iables. 

fhis is a clea;r eyiienca Gf· the extreme and piliramount 
I 

importance or QQncentration lel'els 1n the m~tter of inter-

:tndustry wage differentials. Be ea. use Of the ambiguity 

s~oundtng the- ¢Cil«t\netion of the in<iex «£ •a(Jpee of . . ' 

concentra.t1Qa.• 1 we ca.n•t be conclusive .abot~t the relation

ship 'bet•$en .~arket structure and wag$&.:. We .feel ow,. result~ 

are nevertheless at .least suggestive of a positi-ve relation

eh.t~ ·-~~iet.Ug between' ms:rket struct·ure and wages atld tha. t 

there may be some impelt'tant resul t•t reso'!lrce misal.loca tion 

:tmpl.ica ti one; 

As· ~egards labour· productivity we are. :mare positiv,. 

In the final ~al_JSis.:« it emerges as the most important 
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tact or explai.Ding 1nter-iildust,_.y wage variation. I-t does 

indicate that wage settet-s had been interested in adjusting 

wages to producttv1ties.: The positive association between 

average .hOu.rl7 ~arn1ngs in different ~ndustries and the 

proportion ot wag, cost observed in. 9ur ce.se is, h6wever, 

·contrary to the. Pl'Oposed Jl¥pothesis which states the 

:relationship to be ·inverse. Our analysis also show that 

true nature and extent ot the influence of relative labour 

cost on W88ea can b$ ltad only in eon3uriction witb. labour 

preduotiv1ty, thu when c·c;m.sidered Singly./ 

We can't C01Upletely discount the labour tu;mover 

variable. but it is :p.robable that it has had litt.le or :o,o·. 

independent efteot on wages • 

. - .()t our other variables• it is clearly not surprising 

1ihat the coefficients ~n th.~ skill mix and sex. composition 

are hi&hl7 significant.· 
/ 
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SUMMARY AND CONCLUSIONS 

!o sum up the discu.ss,1on or th1s studY• we would 

like to preaent the ma.3 or conclusions ot our stud¥ ,as 

t·ollows: I 

Right trom the beeum.ing of the industri~ development 

in Ind!tta, there has been a. tend.eney for the :l:age d.Uferent~all 

in Indian manufacturing industries to rise. ~hS abllenee af 

avaUable data:, tor the peri ad prior to 1900: did npt all OW' 

ua to a.n.alrse the extent and trends i.n inter .... i.ndu.stry wage 
' ' . 

differentials during the last 'phase of the 19th century.· 
' ' 

However, start£~ from 1900 tUl the begU.ming af' tile Second 

W~l4· Wax-; the data ~hough inadequate and available tor 
I 

cotton and jute industries only• 1~d1cate a rising tx-end 

in the Uttex--induertr.ia.l WS8e differentials. 

The l'ise 1h the inter•industry w~$ di:+te;"antials 

till the beginning ot the Second World War ca.n ·be attributed 

to a nUl'Jlber of tactorf.!. !he most importa.n.t of· these seeas 

. to. be the dUferences in the situation. regarding the eupplf .. 

of 1abour to different i.nd~,stries. The differences .ill the 

Oli'!M~rship pattern of ittdustries coupl.ed with the differing 

strength· Of tra4• u:rd.ons in various industries also contri

buted sS-gnJ.ficantly to the wage ~fferential.s. 
. ' . I 

'rhe war rears llit'lesaed signifloant shifts tn the 

ittter•!.nduat%7 wage atruetu.ra i.e. in the relative position 

of the various industries in the wage hierarchy.. Also tbe 
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~ ·~ 

war had a. levelling intluence i()n the wage dif'f.-erentiaJ.s. 

The main rea. son. tor this was .-that 1he industries which 

expanded most beca~e Of the ·~~tura.l tariffs_. 1mposed by· 
' ' 

the war and coneequently registered maximum wage increases 

happened to be those which were rela.tivelr low wage paying 

industries in the first ~nstance.· This le·4. to a reduction 

in the extent of wage variation. Howo"rer.1 soon after the 

war· tlte industries started revertine to their pre-war 

ranks ill- the wage structure and the .move towards equa.lizatiOJJ 

c·alne to a ~1 t~. · . , 

Since then till 1955:; inSpite o£ the wage. structure 
,, ' 

show~ remarkable. stability wase dUf&rential• had a 

tendency to J'ise. ~he peri.oi 1955~1960 waeima:rked by e.· 

margU.al decline 1n .the e.xtent of wage differential-s. fhis 

mjght have <>oeuted• pa.J'Ur at any rate • because af the 

Government's ~epeated policy pro:tu)\mCements of accelerat~ 

the process at stande.rd1fation ot wage rates~ b7 sranting 

wage increase • where t)l.ey were abnomall7 low and 1 ts 

1nsls1ience on px-ov1dii28 eyery wQ.r;"ker with at least a fair 

zninimUJJl wag&L~t-- Tl:le conclusion that during this period •. the 
~\ . . 

government policies directed towards reduction in wage 

differentials. made an tmpaot11 and that a greater measure 
~ . ~ . ;7 ' 

of equality was aoh1e-.ed·.1 partlcttlarl; in the lower echebane 
·.· . 
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' the- pe.rt.od -t 960·'10 was ohara.cterlsed b7 bcrea.sing 

W$gG ·difter.ent1al&,. . During this period, the movement of 

· variws :bd.ustrtes in the ,wage htera.rch7 ha4 bee~ suoh 

as to streJ1gtben., tJl' concentration 0'$ heavy aDd eaplt~ 
•, 

goo4s 111i~tr~es towards flte upper .d of 'the wage distrt. 

button and that of trai1t1onal and ~onsumer goods Industries 
. . 

' 

towards the lower end of the ~e 41:s1ribution. · !»A . . 

available evidence suggests that it were ,ma.inl.J the basic 

and capital goods 1n4ustr1es whJ.:ch were pay-itlG higher than 

average 'lfa.6e rates to begin with, and also happened to 

reg1$ter h18her than averase wage increases subsequentlJ• 
' ,. 

!ehit;t. naturaif.J" lei to a dispersion in the wage tn;ructu19 • 

liv.a~ the planf11n8 StJ<"ategf .l>GU'J.8 pursued in hdia sin<)$ 

the ~g1im1Jl6 Of Second live· fear Plan. this wa$ to be 

expe¢e4~ .· . . 
Cbe ttl the ob3eotins Qf eoonOJI!C poliQY that has 

been· most f'UllF ar1r1C'Qlated .and the . Ol:le Whl~ the 

Govertun(!tnt has regarded as the lllOS' l.lllport&td ·• baa been 

economic growth with its ooneotnitant empl:l.asia an thQ 

development ¢' hea..,- atid capital goods bdustries. As a 
l ' • • 

matter of d$Velopment policy. the gopr~e.nt began to 
. ,. . ''- ·:, ' 

invest very .hea.vuv itt. these 4.uduetr1es. ·!fb.Q CUTJiaB 

thr®Bli of t.hese -.ew in.dust:r1·ee enta.U·e41 besides t}Ut ,. 

f'm~oiel. :Lnvestme.n1 ~equirement, a p£J.$t deal ot strength-
• . ll ' • 

enin£· ·at t)le organJ.tsa.t1<m and .a.dmitlistlr'at1<Ve personnel 
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aw.Ua.ble to the government •. It also necessitated the 

adoption ot expedit1ou.e procedures 1n the .mat'ter of 
. ' ' ~ 

taking de·e1sions and executin& them• lt we.a but natural 

to eXpefi#t a highet demand for eoar.ce labOU.:' sk1lle OtL 

the pari of these industries canpe,red to others, which 

was bound to raise wage rates tor these industries· aore 

than average• '!he consequence Of all this. was that both 

a absolute a.s well as 1n .relative -t:erms the wag~ struotu:re 

exhibited _much gx-ea.ter disperait;m tn 19701 ae compared 
. . 

with 196Q.... Tb.us during· thiS period, while blte~•industry 

~age differentials increased,, dependitJS. ;011. various factors 

cotmected with the growth .ot eao}l inctustey# the _inter

industry wage structure remained largely stablo. 

~ ·an attempt to identU,. the ta~tom associated 

with the$e diff~entials, as ex1Stit:tg in 19701 we starte._ 

by disca.eaing the :taotc:Jrs which were. expected ~o lead 

to theee Ufferentials and thea stu41e4 theU" influence 
' 1n the.· statistical analysis.. fhese factors were t•o 

• 
numexooa.s to be analytically .handled. fherefoxoe, the choice 

lef~ was to seleot ~1 a ltm1ted number .of importap.t 

and relevant oriterta:. !h& bases tor tllis seleotiOD. had 

been bot~ theoretical ana 9DlP1rical. On the basis of 

established facts in econcmtc theorlf aud emptrtcal. analysis 

we have chos$%1 the following :tactorsc (1) degree Qf 

c9ncentration in the trodu,ot market •. (ii) labour productivit7 
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. . ~ 

t:t.on o.t the work force and the (v) relative importance .f£ 
' . 

the wage cost~ 

Out· ena1JS1s produced the followbg J.-e$Ul.tsl waees 

are; as a. rlde;t higher in the 1:a.du~tr1es that are highly 

concentrate41 .. highly productive,, predoJQina.ntly .hirers 

ot male emplo,ees_,. having an occu.pa.t:tonal etructure we!&hed 

heavily !D. favour ·o£ a htgb, skUled work tel'ce and where 

wages a$ a cost are signiti cant. 

Beoaus~ ·of certain data pro·blems,. Wt can •t be 
. -

ooncl usive abOu:t the rela.ttonsh1p between ma:rket etruoture 

and vase lev$lf;l,• We t~el O"CJr results are aevex:theless at 
. v . -

leaat ~gest1ve ot a pos1t1~e relationship exS.StiDg 

between !Qa.t-ket stft.ctu.re and wige,s and that th.ere mar be 

SOiae .tm:Peta.ut resul.ta:r.l"t resotU"ce m1sa.llocat1on implications • 

........--As regards labour ,prQduet.1vity. we can l)e mcxre positive .• 
• . • , ' I 

!he existence of a uaique lieJge•product1 vi ty link does 

S'Uggest that W$ge setters had been iz).t$'eSted 111 ad3ust1q 

wages to prOducti'V'lttes,,; Ow~ to int~dependencies; we 

can•t c~ple"tel.y ·diEJcount the lalilour tur-nover variable 

<m~a.e•trtg the stab111tt ~ employment),,- bu:t tt is probable 

that .it bas -· .l.i'ttle or 1'10 indepenclent eflect on wages. 

·OU:t at'lal7:s1s ·establiab.es 'he plausibil#.tJ of developiDg , 

a pa~t1al ezplarlat·ion ot inter•,indn.st¥"1 wage cl1ffere:ntials 
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!he ti.ndtng Of a P.OSitive associ~~ion between avera-ge 

hourly ea.rn:Ulgs in diff·erent ~dustr1as and the pr.-opol"tion 
' '· . 

of wage cost observed in, the h.dian case • 1s however • 

oont:ra;ry to tbe proposed hypothesie whi·dl states the 

relat1onehip to. be inverse. Though in recent t~mes the . . . . . ' .. . . 

pr.inoiple ot'equal pa7 for eqt¥U.. work has been recogni~e4 

by 'W$ge f:lxi»g authorities but in actual practice there 

St&ll$ to be a $UbStantial eyas~on <It pl'incipl~ other 

things beiftg equal., female average hOUJ;l:-1 earnit.bss con tin,_ 

to be lower than 'the male earnings. 





r12 :; 

rt2.3 --· 
r 12 •. 34 = 

rl2.345 = 
r 12.3456 = 

·r .. -12.34567 -· 

rls --
r1s.2 = 
ri5.23 --
rs 1 .234 = 

rr5.2346 -
r·l5.23467 = 

TABLE SHOWIN3 THE LOWER..ORDER P ART1 AL CORRELATION COEFFlCI ENT$ 
BETWEEN AVERAGE HOJRLY EAR.NII'KiS AID EACH ONE OF THE DEPEN:>ENT 

VARIABLE ... 

0.656 :;:13 = -0.511 rl4 -- .0 .• 677 

o.66l . 1:13.2 = -a.521 l:" .. 
14.2 

::; o.S73 

0.574 3:'13.24 = ...0.4:>7 .l;il4. 23 =· 0.481 

0.575 4.t3.245 - -o :!15 ~14.235 - 0·. 428 .. .._ .. 

0 • 638 '. F :13.2456 ·= ·~0•311 !:'14.2356 
::, 0.448 

0 ·.621 3:'13.24567 = +0.359 r,l4.23567 = 0'.444 

.0.469 r16 = .o. 2:Jl 1' - -0.481 -17 

...0.416 r.t6. 2 - i0.3o«> ~.1.7.2 -· .... o. 394 ·- -· 
-o.254 rl6'.23 = -10.325: r17.23 = -0.316 

....o.o7s t 2:· 16.2.34 =· 40.356 r 17:.234 = ...0.259 

-o.osa ~ ~16.2345 -- i0.354 r . 
'17 .• 2345 = ·.-o.24B 

i0.0048 ~ r16.23457 
.... ..f0.354 r17.23456 - -0.2~,. .,.... -

Vlhere 

1. Average !-burly Earnings 
2. Value Added Per Manhour 

5. Labour 1\Jroover ( Sepa:catio n Rate) 

3. proportion of Unskilled workers to 
total W>rkers 

6. rroportion of Wage Bill to Value Added 
7~ Proportion of Fanal e Manhours to 

Total Manhours. 
4. Degree of concentration 

I 
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