INDUSTRIAL WAGE
POLICY IN INDIA

Dr.P.Prince Dhanaraj

Head, Economics, CPA College,
Bodinayakanur, Theni District,

Tamilnadu - 625 513.

Shanlax Publications

66,61, Vasantha Nagar, Madurai — 625003
e-mail: shanlaxpublications@gmail.com

web: www.shanlaxpublications.com



Industrial Wage Policy in India

© Dr.P.Prince Dhanaraj

All rights reserved. No part of this book may be reproduced, stored
in a retrieval system or transmitted, in any form or by any means,
mechanical, photocopying, recording or otherwise, without prior
written permission of the author or publisher.

ISBN : 978-81-92281-17-9

Publisher

SHANLAX PUBLICATIONS

61, 66 T.P.K. Main Road, Vasantha Nagar
Madurai - 625003
shanlaxpublications@gmail.com

www .shanlaxpublications.com

Printed at

SHANLAX PRESS

61, 66 T.P.K. Main Road, Vasantha Nagar
Madurai - 625 003

Ph. 0452 - 4208765, 9600303383

email: shanlaxpress@gmail.com

web: www.shanlaxpress.com




[ Preface ]

The concept of wages refer to the price of labour which is
the payment of compensation in return for work done. In Asia
Industrid relations are reatively disturbed with labour force size,
trends, participation and trade union membership.

Though Industrialization has a major role to play in the
economic development, espectally in the developing countries is
rejected largely in the disparities in the concentration of Industria
sector.

Most of the Industrial workers have migrated to cibies thus
labour force is diversified on the basis of language, coste, religion
absenteeism and in clisciplene.

To keep them on the track Industrial Wage Policy in India
dances in tune with the prevalent conditions in the Industrial Sector.
Indeed, Employment, new technology and productivity are seen key
variables and they are being analysed.

The wage payment system is mainly of two types. (a) Time
wage and (b) Piece wage. The wage payment systems used to
motivate and reward labour force for their contribution to the goals
of the organization.

Therefore wage Policy has to be backed by employment
policy. This book briefly summaries the meed for a National Wage
policy for the development of the country and for raising the
standard of living of the people which is under consideration of the
government.
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CHAPTER |
AN ANALYSIS OF PROBLEMS AND PROSPECTS

INTRODUCTION

The need for a National wage policy for the develept of
the country and for raising the standard of livisfgthe people has
been under the consideration of the Governmergdide sometime.
No concrete action has been taken anywhere to gliape to the
sacred wish.

In fact, the term "Wages" is a concept used in Bowoos,
which has been difficult to evolve in all pervasikefinition. Wages
are a major source of livelihood for a large numifegmployees and
their dependants. In an economic sense, wagesaeferthe price of
labor, that is the payment of compensation in refar work done.
In a sociological sense, wages are the charaatesisatification of
occupational categories. In psychological sensgewaatisfy needs
directly and indirectly. The form they take is asponse to changing
employee aspirations. In a political sense waga®sent the exercise
of constitutionally sanctioned choice in employeremployee
relationships. In a legal sense, the term wages haguired various
connotations depending on the context and haventee@osubject of
special law in many countries. At an aspire gatellevages become
an economic variable affecting and being affecteceimployment,
consumption, investment, prices and find a placthéndistribution
theory along with rent, interest and profit as emponent of National
Income.

If wage rate prevailing at a point of time is a taabf chance
or custom, then there is more reason that therelghie a definite
wage policy in a country. Wage structure should b®tallowed to
take shape haphazardly as it has hitherto happeredia.
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Wage policy implies that there should be a nornréeising
wage rate and there should be a well accepted|gmaipose for
effecting changes in the wage rate or a wage sireicHowever,
wage structure depends on the size of labor fardeta trends, labor
force, participation rate, technology, trade uréomand support from
the governments. These problems are common notfenlpdia but
for many nations in Asia. Thus, various aspectstofly on wages
become essential for India.

The dilemma of wage policy is especially true ia Nations,
such as India, which seek rapid economic developineassentially
democratic means. The crux of the problem is thadyctivity must
grow faster than prices as well as than wagesdardp bring about a
more rapid expansion of investment, output and eympént.
The most that can be said is that increased privityaénlarges the
possibility of higher wages. There is a need fowvettgping
productivity culture and consciousness in Indighi interests of the
workers, employees and the Economy. If raising petdity is made
a precondition for payment of higher wages, lalxteo are going to
be benefited because that would control inflatiod avoid the danger
of real wages being eroded.

Thus, the wage policy should be an integrated sriehas to
achieve the objectives of wage costs within theagaable limits to
safeguard the present economic requirements aggvéie long term
security needs of the employees and to ensurehlgegdtiustrial
relations.

The following table presents the labor force stitetand
industrial relations indicators of ten Asian coiggr
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TABLE: 1
Labor Force Structures and Industrial Relations
Indicators - Asia:
LABOR FORCE | Labor force | Trade Union
conrmies|  SEERND  Paieraten | Moo
Selected Annual
(in 000)| Growth 1996 1995
1996 |%(1980-96
1. |Bangladesh 60,374 2.40 52.80 1,721
2. |China 736,324 1.90 59.90 1,03,996
3. |India 411,020%  2.00 44.40 6,100*
4. {Indonesia | 93,618 2.90 48.40 1,000
5 |Korea 22,399 2.30 51.10 1,615
6. |Philippines| 28,61 1 2.60 42.20 3,687
7. |Pakistan 51,292 3.40 37.50 984
8. |Srilanka 7,652 2.80 43.90 1,640
9, [Thailand 34,916 2.70 60.60 416
10| Vietnam 38,291 4.60 51.50 NA

Note : The labor force participation rate is defires the percentage
of economically active children and adults in tlhetd. 14 and
15 to 64 age groups respectively, the economicatyve
population being defined as ; all persons of eifet who
furnished the supply of labor for the productiorgobds and
services during the specified time - referenceqaeri
Indian labor force size is more than half of Claraaid stands
second in Asia. Where as all other countries is tegion, have only
less than one fourth of Indian labor force sizesTint makes us to
think about the need for having a National Wagécgoh India. Our
country is traditionally labor abundant, thus tlteremically active
population in India contributes more to the Nationcarrying out
production of goods and services. At the same tithe, annual
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growth rate of labor force during 1980-96 showse2cpnt while
countries stand above this percentage, except Chtmaeover,
Indian trade union movement is historical with t&adinion
membership of 6100 thousand that stands secondhitta@@ Asia.
This shows India is the second labor giant andatteence of wage
policy in the country that decides the wage stmgstuo take shape
haphazardly which have negative impact on the eogno

Industrial disputes arise due to various reasomneglly,
wages and allowances, bonus, personnel, retrenchmeamking
hours, violence and indiscipline are the major eaaghat have been
causing industrial disputes in India over decadiks.need for having
a National Wage policy has been put forth by défebodies such as
the academics, political parties, trade union, gavent, planners
and all connected with wages. To quote, the fereratf India Trade
Unions (FITU) has demanded a national wage poligysanational
conference held in Erode, Tamilnadu. "It was imaottfor trade
unions to come together to seek a National wageypaither than
fight for piece meal benefits like the Dearnes®wtnce®,

INTUC President G.Ramanujam has urged the centre to
appoint a National Wage Policy Commission immedyateo
maintain peace on the industrial froht"The Himachal Pradesh
Chief Minister, Mr. Shanta Kumar mooted the ideaaoNational
wage policy which should be linked with resourced production of
the Nation or Staté"

"The need for a National wage policy to providecttdr deal
to all sections of the working class and Governnenployees was

! Indian Express, Madurai Edition, Thursday, JunglB®3, p.5.
2 Indian Express, Madurai Edition, July, July 9, 290.7.
® Indian Express, Thursday, May 16, 1996, p.6.

4
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stressed at the Seventh National Conference of AlheState
Government Employees Federatitn"

"The National Productivity Council (NPC) has suggesto
the Government, the setting up of a permanent Nalti&tanding
Committee on wages according to its Director Gdn&&. Suri'®.

"The Government is contemplating bringing forward a
comprehensive National wage policy to give moredfiento the
working class, the Union Labor Minister M. Bindesing Deubey
said in the Rajya Sabha on Fridayrhus the study related to wages is
very essential for the formulation of new indudtiage policy in
India.

INDUSTRIALISATION:

The industrialization has a major role to playhia Economic
development of the under developed and develomugtces. There
is a positive relationship between per capital inecand share of
manufacturing as mentioned by Kuznets (1967). Epeig per capita
income between the developed and under developedtras is
largely reflected in the disparities in the concatmbn of industrial
sector. The process of industrialization is assediawith the
development of skills of the industrial work. Intlisl management is
beneficial to the growth in productivity in agritule, trade,
distribution and other related sectors to the Eogno

The impact of the British rule in India led to tdecay of
Indian handicrafts. Indian industries not only cemicated on the
local demand but also on the export of productiiala export mainly
consists of textile products. Over the five yeanpperiods, Indian
planners had heavy concentration on the industeietor.

* Indian Express, Madurai Edition, Wednesday, May .
® Indian Express, Madurai Edition, Friday, JAN. 689, P.13.
® Indian Express, Sunday, Aug.13, 1989, p.1.

5
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Historically, industrial development has proceededhree
stages. In the first stage, industry is concerngd pvimary products.
The second stage concerned itself with confectignfootwear,
material goods, cloth, furniture and paper. Thedtbtage consists of
machine goods and other capital goods. Thus, thelg@nent of
industry has set off from consumer goods to capgibalds.

INDUSTRIAL PATTERNS UNDER FIVE YEAR PLANS:

During the first plan (1951-1956), concentrationsvea the
basic services like power and irrigation. The figkstn only aimed to
utilize the existing capacity to the full. The ixdef industrial
production increased 39 percent during the plaioger

The second plan (1956-1961) model was called as the
industry model. This program was based on industialicy
resolution of 1956. The basic heavy industry wasbéocreated.
During the second plan period, Rourkela Steel Ria@trissa, Bhilai
Steel Plant in Madhyapradesh and Durgapur Steedt Fia\West
Bengal were set up. Priorities were given to insegia production of
iron and steel industries, expansion of capacityespect of oilier
commodities such as cement, fertilizer and chemjcilodernization
had come to the support of such jute, cotton amrsédbout 60
industrial estates and 1000 small factories wese sét up.

The Third plan (1961-1966) achieved an integrateavth of
industry based on agriculture. The aim was to ntié&d=conomy self
sustaining in producers goods industries such asl,smachine
building etc. During this plan period, Bharat Hedshgctricals for
power generation and transmission equipment wagset

The fourth plan (1969-1974) intended to complethusgtrial
projects undertaken in the third plan. It also alnte enlarge
capacities in export promotion and import substtutindustries.
Nearly three fourth of the selected investments iwdlse core sector
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viz. iron and steel, non-ferrous metals, fertilizeetroleum and
petrochemicals, coals and iron ore.

The programs of industrial development in the fifitan
(1974-1979) were formulated with the objectiveself reliance and
growth with social justice,

The programs of industrial development in the SiRtAn
(1980-85) were formulated in the view of overalvel®pment of
structural diversifications, modernization and selfance.

The seventh plan (1985-1990) aimed to achieve drovith
social justice and improving productivity. The madements of
seventh plan industrial strategy was the removainbhstructure
constraints, encouragement of modernization andnt#ogical up
gradation, specific targets of productivity orf major
industries, export promotion, encouragemenssioh industries,
removing the regional disparities and the instapjetlution control
system.

The eighth plan (1992-97) was commonly labelledrass of
the economic liberalization. It was formulated undeimber of
industrial fiscal trade and foreign investment igieb were
introduced in the economy.

During the ninth plan (1997-2002) the Governmerttiakx
to continue the process of reduction in importfiaso as to bring
them in In .a with levels providing in the develogicountries. This
would help to open up our economy to internatiaushpetition and
thus strengthen the process of globalization. Hawneto protect
Indian industry, against unfair competition, antirtbing machinery
should be strengthened. In view of the fact thatidraeconomic
growth enquires large volumes of investment andresive industrial
modernization, our import needs are bound to grow.

The Tenth plan (2002-2007) is being prepared agans
backdrop of high expectation arising from some etspef recent
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performance. The growth in the 1990's has generdésd
employment than was expected. The selected emplaygeserated
was 19.32 million. To achieve 8 percent growthais set the target of
reducing ICOR from the average level of 4.53 dutimgninth plan to
3.58 in the tenth plan by increased utilizationegisting capacities
and adoption of a labor-intensive approach in sectehich are
amenable to less capital-intensive path withouintpEompetitive
ability. The plan also seeks to generate 50 miladditional jobs to
bring about reduction in employment.

Now a days, India has recorded significant progiesthe
field of Science and Technology. India now ranksitm the world in
respect of technological talent and man power. figh capital
intensity of public sector investment which leaalsihaller amount of
employment.

The industrial transformation of an Economy briag®ut a
variety of far-reaching changes such as rapid urb#on, the
emergence of industrial communities, complex stiiiaty of industry
and labor, quantitative growth in the workforceg thevelopment of
labor unions, the application of scientific manageintechniques,
etc. Along with these changes there emerges a oemogic group in
society, handy 'labor'. Industrialization grow tresgth and become
the 'expensive organs' of industrial society. Induand labor have to
work as inter-reliant groups, and have to reinfaaeh other.

INDUSTRIAL LABOR IN INDIA:

Most of the industrial workers have migrated froitage to
cities to search of permanent or temporary employmilostly
industrial labor is uneducated which makes themwana of the
problems they are lacing. This is one, of the fiscfor weak trade
union organization. The industrial labor in Indsadiversified on the
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basis of religion, language and caste, Absentedistiscipline etc.
are quite common for the industrial labor in India.

Industrial disputes refer to the differences thiieca the
groups of employees and employers engaged in arstiyd Wages
have been and will continue to be, the single majbistantial issue in
industrial disputes. This cause alone has accoufdedabout
one-third of selected disputes in | he country.

Over the years, industrial laborers have orgarnizethselves
into trade unions. The demand for higher wageblénatake of rising
prices and the rising cost of living have oftenrbéacked by trade
union action. This has frequently led to trade anétivities like
strikes, sit-ins, gheraos, work-to-rule etc., Tiyise of activities has
led to prolonged industrial disputes.

One of the major problems of the Indian Trade Union
Movement is the fragmentation of unions. Unionsam®ociated with
different political parties and groups. Multiunieni is the serious
threat to industrial harmony in India. West Bergadl Kerala had the
largest number of trade unions. West Bengal oceubie first place
in industrial unredt

In cotton textile Industry, "wage differentials du®
differences in skill requirements were common oy detween jobs
but even within each job due to differences in whr&ds. It was
identified that cotton textile was the first larggale industry in which
trade unions had been successful in pushing the wagyards”

" Arun Monappa (2000), “Industrial Relations”, TataGraw Hill
Publishing Company Ltd. New Delhi, p.13

8 Sunilkumar (2001), “Productivity and Factor bStitution Theory

and Analysis”. Deep and Deep publications Pvt.Ltd48

Abdul Aziz, Industrial wage Structure in Mysor@at®, Universty of

Mysore, 1972.
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Trade Unions:

Most of the past studies have focused their atamtiuch on
the link between Trade Unions on the one hand aiti policies,
political parties and Government on the other. Buidies on the
influence of Trade Unions on wages and their stingcin the Industry
are scanty. At the macro level, fonséaand Johri'! attempted to
assess the impact of unionism on wages and theittste, but the
findings of such studies would be valid only at thacro level.

Affiliated unions:

There are National Level Trade Union such as Indian
National Trade Union Congress (INTUC), Hindu Mazd&abha
(HMS), All India Trade Union Congress (AITUC), atite Centre of
Indian Trade Unions (CITU). These Trade Unions fiomc at the
National Level as well as at the regional level exivg several
industries. Besides these, Local level Trade Uniamsl their
significance are also to be taken into account wigipg on their
influence on wages and related issues. These watpions jointly
fight for the overall betterment of workers in ttw@untry. The role of
Trade unions on the industrial agreements betweemanagement
on wage-related issues is important. There araypes of Industrial
Agreements. The first one is called the 18(1) eettint and the
second type is called 12 (3) settlement. Whilefifs¢ one is purely
voluntary in nature without the intervention of tBevernment, the
latter is made in the presence of a conciliatornspoed by the
Department of Labor. In some cases, 18 (1) settismmay be
converted into 12 (3) settlements by getting thgnatiure of the

10 A.Fonseca, Wage Determinationand organised limbimidia, Oxford

University Press, London 1964.

C.K. Johri, Unionism ina Developing Economy, Ady of the
Interaction between Trade Unionism and Govt. Pdlicindia 1950-65
Asia Publishing House, Bombay 1968.

11

10
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conciliator, though he had no role in the settleitm&he workload

assigned and the labor allocation in an industey sarious issues.
Recently the money wage and bonus had become ithe poncern

of the trade unions. At the same time, the eng®yare also
particular in controlling wage increase and bonastltese alone
account for a huge expenditure of funds.

EMPLOYMENT:

Employment is one of the important economic vagabl
affected by the recent decades of changes thaaldrg place in the
Indian Industries. A developing country like Indiannot afford
industrial inefficiency and at the same time saaumemployment.
A labor- abundant country should make use of thalable labor
force instead of spending huge amount of capitahersubstitutes to
labor.

In the Industrial sector, the current defensivatetyy of
preserving, and providing benefits to existing vasskhas raised the
labor costs and worsened the over-all environmergmployment
growth. The restrictions imposed against retrenctiroé labor and
closure of factories have raised the long-term adstindustries
through the hiring of additional labor. In additjofast growth in
money wages slowed down employment growth when eyeps
started economizing on labor to reduce costs.

The welfare of the workers lies in job security andnetary
rewards. Here, the employers play their trump dardrarying the
share of different kinds of workers in employmemattain their goal
of wage - cost reduction. Moreover, employers aiqular in not
allowing many to become permanent. They employnées cannot
claim permanency. This indirectly reduces their &vagsts also.

11
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NEW TECHNOLOGY:

The new technology has given an opportunity forltigkan
industries to make use of an average worker wholihd@tkd skills
previously, to become familiar with new technolag/the computer
controlled systems are user-friendly. Further taglitional kind of
labor involvement and interaction in the work spate been treated
as one of the major variables to be eliminated ftbenindustries to
reduce labor costs, increase productivity and gro$tability. New
technology brings changes in the job content asgamsibility, job
displacement, redundancy and re-deployment, rébginunion
co-operation and mutual agreement which are extyeimgortant in
realizing the benefits from new technology. Newfredogy requires
huge initial capital for which the gestation peris@lso long. Still the
fact remains that new technology is capable ofcsekdy replacing
the human element in performing the actual worle Worker along
with the same stages of production process is rethoVhis has
happened not only in developing countries but aisihe advanced
countries. To quote, "Technology displacement amsk [of job
opportunity have affected the United Stateés'Thus the impact of
new technology on wage levels in selected indussisi€o be carefully
studied.

NEED FOR ESTIMATING PRODUCTIVITY:

Productivity is an index of economic measure ofceffhicy
with which human resources as a whole are utilimgtle production
process. Productivity at department level, at plew¢l and or at job
level helps in evaluating the effectiveness ofwagous schemes of
rationalization and scientific management. Proditgtalso serves as
a guideline for the future planning of production.

12 Rafkin (1995) as given by RC Data, New Technolagg Textile
workers, Economic and Polytical Weekly, Sp 25, 182941

12
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Productivity is an important factor for influenciimggcrease in
wage level. Because productivity provides a corerstarting point
for a theory of factor prices. The committee orr faages report
submitted to the government in 1949 admits thatenaghe one of
the important factors which depend on productiwityabor. Indian
five year plans also make a very general referéendbe need for
improving productivity. Our fifth plan simply reitated the theme
that increase in wages should be closely correlatddincrease in
productivity. Higher wages may result in an impnment in the
efficiency of workers. Ultimately the wage cost peit of output will
be reduced. The increased wages lead to substiacti@hse in labor
productivity.

Improvements in wages can result mainly from insegla
productivity. Increase in productivity does not egsarily involve
installation of new machinery or greater exertiorttoe part of labor.
Wage increases should result mainly from produgtivicreases so
that inflation would be controlled.

The five year plans' support is expressed for tivalk of
non-inflationary wage increases, first for improwath in wages
resulting from increased productivity and secondiriaproving the
position of the very low-paid workers through thetstory protection
of minimum wages.

"The important cause of lock out is the labor pitlity that
has failed to rise commensurate with the rise iges4®. The close
down by Hindustan Lever, Mafatlal Engineering, BStaoe factory
have all been prompted by this factor. Thus a stdyhe nature of
relationship between productivity and wage rateeiry much needed
for Indian industries.

13 Ruddar Dutt and K.P.M Sundaram (2001), “Indianftmy”,S.Chand
and Company Ltd.Ram Nagar, New Delhi, p.704

13
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WAGE PAYMENT SYSTEM:

Wage may be defined as the price paid for the cesvi
rendered in production by labor. Wages are paidifigrent methods.
Wages are measured by the period of time the wedkmployed and
in some cases by the contribution made by labtir@@utput which is
measurable. The former is called time wage andates is called
piece wage.

In the time rate, wages are paid at a fixed raterang to the
period of time employed (i.e.) fixed rate per hoarlay, week etc.
irrespective of output. That is each worker is payda quality of
work. Under piece wage system, the payment depemdsitput (i.e.)
each worker is paid by according to the quantitwofk done by him.
In short, lime rate payment is based on qualilyofk whereas in
piece ratle, payment is based on quantity, witlti§ied standard.

The main difference between piece rate and timesgdtem
is when output is produced at a greater speedeigitren period of
time, the workers on piece rate are eligible forenpayment but
workers on the time rate system are received fixegges.
The workers on piece rate system can get doubleaiméngs. So it is
favorable to workers under piece system, Thusettadons began to
object the piece wage system. Now, a study on ¢meparison of
piece rate and lime rate is heeded for a deepkrihdo the problems
of wages and for formulating a wage policy.

Generally, the widely prevalent system of wage paym
systems are piece and time wage systems whichearieirg old.
These piece rate and time rate are universallypaedesystem of
wage payments in any country. Thus any study orevpajcy frame
work should include industries with both piece &intk wage system.
Fortunately, the principle in operation in thesstegns are scientific,
economical and socially relevant.

14
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The wage incentive scheme in Indian industriebésptiece
rate system. Depending on the measurability ofiddals output, its
coverage differs from industry to industry. To ctéew examples, in
textiles, matches, coir matting, carpet weaving theries piece
rate system is widely prevalent. In these industiike highest
percentage workers are paid on piece-rate in Ivdfale there is only
a small percentage of workers paid on piece raesyin Industries
such as iron and steel and chemicals. Wage analysibining those
industries with varying percent of workers on pieoel time rate
would reveal the most common problems and alsdisakito frame
wage policy in India.

ADVANTAGES OF HIGHER WAGES

® “Higher wages may result in such an improvemettibhén
efficiency of workers that wage cost per unit ofput is
reduced. The United Nations Economic Survey
commented in 1950, by raising workers efficiencyaas
result of better nutrition and health and by stiatinlg
their incentive for graeter effort, increased wageas
bring about a substantial increase in labor pravditit

(i) Higher wages may force employers to look for better
production techniques leading to improvements in
input-output ratios.

(iii) Finally higher wages can cause the expansion ofetgar
and this production of goods and services via msed
purchasing power in the hands of the working class.

DISADVANTAGES:
"Beyond a certain level higher wages tend to babgut just
the opposite results such as inflation, loss oflpction and shrinking

15
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markets caused by reduced purchasing power indhdshof wage
—earner¥.

WAGES AND DISPUTES IN INDIAN INDUSTRIES:

Conversion of resources into goods and servicebean
made efficient, if the rewards for the factors ofguction concerned
are properly given. Wage is universally acknowletges an
important economic variable. Wage determinationthie major
industries is left to the processes of collectivargaining,
conciliation, arbitration and adjudication. In faahalysis of data on
industrial dispute shows that a sizable numberigfudes relate to
wage and age structuf@"The following table explains the industrial
disputes classified on the basis of causes, irep&age.

TABLE: 2
INDUSTRIAL DISPUTES CLASSIFIED ON THE BASTS OF CAUSES

(Per cent)

Year A\I/I\gaﬁgn%e Bonus|Personne ;?;rgrr:t &li/?l?)\:lf Ipr;ldr:zcé Others kliJor\]/;/n
Hours |Violence

1981 281 7.9 176 3.6 16 9.4 26(6 5|2
1982 29.9 5.8 18.9 2.9 1.6 117 26.4 2|8
1983 27.7 6.3 18.2 3.1 1.8 13.3 264 312
1984 26.5 7.2 161 2.6 1.9 13.4 274 47
1985 21.8 7.0 19.3 2.9 1.7 156 283 3|4
1986 24.3 9.1 18.4 3.8 1.2 143 235 5|4
1987 26.9 7.5 13.1 35 1.2 13.6 316 2|6
1988 274 6.7 13.1 3.3 1.0 15.3 306 2|6
1989 23.7 6.0 16.7 2.7 11 15.3 31)2 33
1990 24.2 3.9 12.9 2.9 1.2 15.6 364 2|9
1991 24.6 4.0 15.2 2.2 7.0 18.4 169 11.2

14 Sahab Dayal,”Industrial Relations Systems in Ifdial8

15 C.V.S. Rao,”Productivity, Technology and IndudtRelations in the
Textile Industry”, Inian Journal of Industrial Rétas, Vol.25,No.2.
October, 1989-p.50

16
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1992 23.0 1.2 15.2 8.4 14.7 9.0 142 148
1993 24.0 2.1 17.6 9.7 12.4 8.0 183 "r
1994 22.0 3.4 19.5 10.2 135 9.7 16.1 5|6
1995 23.0 3.9 18.6 117 14.2 9.8 15.0 38
1996 243 8.23 18.26 0.93 1.8 18.18  24{27 4{03

Industrial disputes on the basis of causes - coadénto percentages.
Source : Labor Bureau, Indian Labor Year Book 1999.

As seen in Table 2 the major cause of industrggduties up to
1996, was 'Wage and allowances' which compelleglayars to
replace labor with capital. Traditionally, India®dustry was
characterized by low content of capital and wide eismanual labor
which is being reversed now. In fact, trade uniamd dabor
legislations are not able to fulfill the objectives$ efficiency and
equity. So the wage system often gets disturbedngreat pressures,
such as changes in the economic environment, indluand labor
policy, competition from other rival companies awkn from factors
outside the country. Thus, changes in money walggsapsignificant
role in raising the share of wages in output anllievaadded in
manufacturing.

WAGE STRUCTURE AND COMPOSITION IN INDIAN
INDUSTRIES:

The labor policy of the economy has the basic resibdity
of working towards the creation of a work atmosphtbat helps and
encourages the worker to put in his best performamd contribute
his mite towards the development of the Economye Stnucture of
wages in Indian Economy has undergone several esaoger the
years. So the information and analysis of wagectira are required
to understand the direction in which the wage $tmeds moving and
how the wage differentials are changing over aqueif time.
However, the wage structure is influenced by theineaof industry,
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permanency of workers, collective bargaining, Tradé@ns, level of
employment and the technology concerned.

WAGE COMPONENTS:
BAIC WAGE:

The pay package of a worker generally comprisesmajor
elements. They are basic wage and dearness allewsi¥igile the
basic wage is in relation to the work assignmeudttae performance
of workers concerned, the dearness allowance t®ngpensate for
the hike in the consumer prices for industrial vewsk The basic wage
differentials should reflect differences in phys$@ad mental abilities
of workers in productivity. In some cases, aftae of wage is paid
to workers where there are more casual workers@mglon adhoc
basis rather than workers on permanency.

b) DEARNESS ALLOWANCE:

The system of payment of dearness allowance (Ds\.)
peculiar to India and to some Asian Countries. "[alkne covers 70
percentages of the average selected monthly waYesfideed,
Permanent and badli workers are alone eligibletlite component
where as others are not. Employers are very cautahout this
component because it eats up a large sum of tlagjeviund easily.

At the same time, trade unions are particular itirgge the
due dearness allowance accordingly. Recently, Dnarger with
basic wage became possible, which is given greaiesideration
than regular pay revision. Such merger alters thg pocket
considerably whenever any pay calculation is maitle asic wages.

16 T1.S. Papola, Principles of Wage Determinatiorm&ige Publications,

Bombay, 1970, p.117
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¢) BONUS:

Bonus is a deferred wage which is socially accéetabfill
the gap between the actual wage and the need d veage. An
important element in the selected wage income @fwbrker is the
bonus, demanded by the trade unions as a sacretd afigabor.
Workers are very particular in raising the percgataf bonus as they
are helpless to do anything on the ceiling fixedH®ygovernment. On
the other hand, the capacity to pay is also venyomant because
unless and otherwise the employer is able to pagu® becomes
meaningless.

d) INCENTIVES:

The basic principle underlying an incentive schésrtbat an
offer of additional money would motivate workersatork harder and
more skillfully for a greater part of their workirigne, which would
result in a stepped-up rate of output. The rewacgived by human
beings not only benefit them at the moment but aegs their
consciousness alive towards further possible ingmeant and
achievement.

e) FRINGE BENEFITS:

Workers receive certain benefits at the time oiregtent,
sickness and death. These are payments made wéhguffort on
the part of the workers directly associated withirtjobs. However,
these benefits indirectly boost the morale andltgyaf the workers
towards their own organization. Indeed, the paymehtfringe
benefits has some influence on the compositiohefitage structure,
but it is difficult to measure the employee's bésdfecause some of
the benefits may be available only over the long. rihe fringe
benefits paid to employees vary widely within anétween
industries, "The Indian wage structure statistias rtbt always
actually reflect the varieties of additional fringgenefits and
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payments to workers received under the various shdéadthe
presentation of statistics of wage data”

MONEY WAGES:

Changes that take place in the wage components drave
impact for betterment of the Economy and vice-vevgage increase
should have some relevance to labor performancg.pBaunit of
labor in output tends to be raised by workplacaragements beyond
the recognized procedure for determining the wade. rThis has
become a continuous and common phenomenon in Ihdistries
where money wages are paid in accordance with rifiationary
trends in the Economy.

REAL WAGES:

The real wage is a better indicator of the efficieinf the
industry concerned. Advanced countries have alrdattpduced
wage payment system that suits their productivatyniulae. But in
India, in the absence of a National wage policynigavork, wage
fixation has become a complicated one and as #,résipurchasing
power of workers is eroded by the low real wages.

INDUSTRIAL POLICY:

The Government announced the new industrial palic@4"
July 1991. It provided a major thrust to the prece$ economic
liberalization aimed at fastening the phase ofdtentry's industrial
and agricultural development.

The major objectives of the new industrial policgckage
will be to build on the gains already made, cortietdistortions or
weaknesses that may have kept in, maintain a sestajrowth in
productivity and gainful employment and attain nggional

7 R.C. Sharma, “The concept of fringe benifit¢ridian Industry”. IndianJournal of

Industrial Relation, October, 1977, p.247
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competitiveness. The pursuit of these objectivdshaitempered by
the need to preserve the environment and ensureffibent use of
available resources. All sectors of industry whetimall, medium or
large, belonging to the public, private or co-opigeasector will be

encouraged to grow and improve on their past pmidioce. Naturally
the question arises as to what is the impact of Eesnomic Policies
on wages in Indian industries. So this project make attempt to
study about wages and their relationships in prage and time rate
industries for the pre and post reform periods. Ebenomic reform
process in India so far has concentrated at thé&ratelevel. The

reforms at the state level have been rather slowinmgpbased on the
progress of state-level policy reforms.

SIGNIFICANCE OF THE STUDY

The availability of accurate statistical information wages
is very essential for effective and timely actign.successful and
socially significant wage policy can be built uplyoon the strong
foundation of correct and meaningful data on vagiaapects of the
problem, such as wage determination, wage levedgievstructure,
wage payments in different industries and occupatio

Wage payment system consists of the pay structureéshe
methods used to motivate and reward labor force tfoeir
contribution to the goals of the organization. \das systems of wage
payments have been developed in different indsstmel in different
countries. Among them, the popular and widely plenasystems of
wage payments are piece-rate system and timeystens.

The contribution of Industrial output to the Nat@bihncome
is quite significant especially in the developinguotries. In a
developing country like India, workers are verytjgatar in raising
their monetary rewards through agitations and #leio possible
means, utilizing their union strength. More ovearlier studies on
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wage productivity nexus in Indian Industries hagerbased only on
limited industries or at the aggregate manufactuviith secondary
level or primary level. The present study has cegtdd6 industries at
three digit level (disaggregate) during the pefi®82-83 to 1997-98.
ASI data are more comprehensive as unlike the palyaievages act,
no income ceiling is prescribed. These data havealindia
coverage; but because of the time-lag involvechenpublication of
there data, their up-dating is not possible.

In order to find out the problem at the unit levwbk present
study collects data at the micro level for the psgof examining the
wage and productivity and their relationships oa filbor situation.
Consequently, this study has more significancerelesance towards
the issues related to Industrial wages in India.

OBJECTIVES:

1. To analyze the growth rates of output, employmesige rate,
capital intensity and fixed capital stock amongpadice and time
rate industries for the pre reform (1983-90) andtp@form
(1991 -98) periods.

2. To analyze partial productivity indices and TFP amall piece
and time rate industries for the pre reform (1983-@nd post
reform (1991-98) periods.

3. Tofind out the nature of the relationship betwegge and other
related variables among all piece and time ratastraes for the
pre-reform (1983-90) and post-reform (1991-98) quisi

4. To analyze the wage-productivity relationship betwethe
selected groups of high piece and time rate inhsstr

5. To compare the analysis of the selected groupeafepand time
rate industries and suggest possible ways and nieanave a
balanced industrial wage policy in India.
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CHAPTER I

REVIEW OF LITERATURE

V.B. SingH® has made a study about the wage structure of
cotton mill workers in various centres in India.eTphurpose of his
analysis was to find out wage rates of differertegary in different
years in same and different centres. His techn@fugnalysis was
based on the coefficient of variations and analyfisvariance.
There are some variations in wages in the samesindin different
regions. In this study, the wage differentials baranalyzed in terms
of comparison of the wage rates have verified foamtre to centre.
He also studied about the inter-department diffimbn and intra
departmental differentials and variations in thegevastructure of
department between mills.

The Possible reasons for wage differentials bottkers and
management have been obtained from opinion suvegm the
workers point of view, the average differentialse@idue to degree of
still, responsibility and strain. From the managetroint view, the
wage differentials may occurred due to degree o, sitrain,
experience, training, nature of job (Permanentemnporary) and
hazardous work. The important point suggested bgagament is
that the reduction of wage disparities wills nofcrease the
productivity of workers. But in case of low paid fkers, the
reduction in wage disparities will raise produdivi

V.B. Singh analyzed piece rate system and time sydtem
operating in Kanpur Textile Mill. He pointed outaththere is
substantial increase in production per worker upikse rate system.

18 v.B. Singh,"Wage Patterns Mobility and Saving&\brkers in India-A

Study of kanpur Textile Industry”,Lalveni Publisgin
House,Bombay-new Delhi-Calcutta-madras.
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The high production leads to deteriotion in theligpaThe cost of
production per unit of output goes down and worlkear®ing goes up.
Most of the worker prefer piece rate system, bexdtugives higher
earnings. A smaller part of workers prefer the tina¢e system
because there are no fluctuations in the earniikgs diece rate
system. The main drawback of this study is thatabher productivity
was not measured empirically.

Zile Zingh Goyat® has studied about wage and productivity
trends in India for selected industries in the d960-71. The main
source of data is ASI. This study reveals thatléber productivity
increased significantly in all industries. The imamt finding of this
study is that the capital intensity has been maatof for increasing
labor productivity. Capital intensity is also inasing significantly in
all the industries. This indicates that more andarzapital capital
could be required for generating employment inildeistries. This is
not feasible in India, because India has scareureso The capital
productivity has declined in the study period fdrimadustries.The
level of capital has increased significantly in thkbowing industries
such as Iron and Steel, machine Tool, Pharmacéutcel
Agricultural- implementing industry which are optng under
capitalintensive techniques. In this study the esahings, ages and
salary also increased significantly in all indwesdriduring the study
period. There is high positive correlation betwésdyor earnings and
labor productivity. That is the labor productivity the important
factor for wage detrermination. But the TEP fourdbavnward

trend in all the industries during the study periddis was due to
decline in the capital productivity.

19 Zile Zingh Goyat(1996),"Wage Productivity Trenis India-A Case
Study of some industried”. Spell Bound Publicati®vs.Ltd.Rohtac.
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C. Main' Sastry® has studied about wage structure in
organized industrial sector for the period 19564.981e main source
of study is ASI. The interesting finding of thisugdy is that the
nominal wage is positively correlated with man dagst in the
industrial sector. This implies that the when labarest is higher
there is the possibility of rise in wages. The walgsticity is higher
in relation to cost of living index than to labaopuctivity.

The wage of the skilled worker in the private seetas equal
to the wage of unskilled worker in the public seatnits. The wage
level of the unskilled worker in the private sectmit was less than
half of the wage of public sector unit.

The occupational wage differentials are to be ldvieghe
state public sector unit whereas they are the Bigimethe private
sector organization. Per capita nominal wage leweélsndustrial
worker are higher in the industrial forward statesmpared to the
industrially backward states in India. Inter indystage differentials
are much higher in the backward states as compatteet forward
states in India.

This study has analyzed the money wage for consgauats,
basic goods and capital goods industries. The ¢groate of money
wage is lowest in consumer goods sector and highestpital goods
sector. Demand for labor in capital goods sectbaged on skill. This
may be the reason for highest growth rate in manage in capital
goods sector.

A.N. Mathuf* lias analyzed eight organizations located in
Tamil Nadu, Andhra Pradesh, Orissa and Bihar whiele selected
on the basis of size, technology and comparabilitie main
objectives of this study are

2 C.Mani Sastry (1992)"Wage Structure in Organizéwustrial
Sector”,Book Links Corporaation, Hydrabad.

2L AN Mathur(1986),"Dynamics of Wages”,Bombay PapuPrakashan.
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() To analyze intra organizational and inter olgation
differences in wage level and wage structure ofugtdial
organizations.

(i) To study the relationship between wages ofedént categories
of workman and relate wages with organizational aational
variables.

Lakhwinder Singff has analyzed inter Industry wage structure
in Punjab. This study provides empirical evidentéhe extent and
nature of the differences in growth of real wages various
manufacturing industries in Punjab over the perk&¥3-74 to
1982-83. This study also analyses the trends afudligt in the inter
industry wage structure and factors affecting Hmeustry wages.
For this study, 21 three digit industries has beslacted. The most
significant result is that wide variations are alisd in the growth of
real wages over the period. The wage differenttEse shown
considerable dynamism and flexibility. The flexityilof structure of
wages is mainly determined by the conditions ofipm demand and
rate of technological change. The labor produgtivand capital
intensity have emerged as the dominating ones wdfielet the inter
industry structure of wages.

Ramda$® attempts to study the impact of union on wages for
the period 1960-1980 in the chemicals, textiles thiedaggregate of
20 industry groups which represents the manufagusector.
Chemicals is a relatively more productive one bat strongly
unionized. Textiles, on theoilier band has low pretdiity and has a
high degree of unionization. Thus the above twoustdes are

2 | akhwinder Singh (1991),”Changes in the Intersidies Structure of
Wages: The case of Punjab”,India Journal of IndaistRelation,
Vol.27,nov.2.PP.26-42.

Ramdas (1989),"Trade Unions and wages: A StudySefected
Manufacturing Industries in India”,Indian Journalf dndustrial
Relations,Vol.24,NO.3,pp.269 to 280.
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selected for this study. For measuring the degfdésade unionism,
the ratio of man days lost in industrial disputesvbrkers ratio has
been used as a proxy for union activities instefathe traditional

measures (i.e.) the ratio of unionized workerselected unionizable
workers. The main source of data for this study @&©. This study
concluded that there is no positive influence omeyoearnings of the
workers and unionism.

Vijay K.Settf* and Ashok K.Seth have made an attempt to
study the labor absorption capability of the Indimanufacturing
sector for the period 1960-84. For this study, gremployment,
output elasticity have been estimated for the peti@60-1984 and to
understand the relationship between labor absorptna the phases
of industrialization. These elasticity have alserestimated for
three sub periods 1960-65, 1966-75 and 1976-84exBonine and
compare the long run and the short run behavideafand elasticity
with respect to change in wage rate and output|l@mgnt functions
have also been estimated. It has been observedthbatabor
absorption has lagged behind the rate of growthuggut irrespective
of the phases of industrialization. The estimates ahow negative
short and long run elasticity of labor demand wétbpect to wage rate
which is being greater than the positive elastioftdemand for labor
which can be inferred in the manufacturing sector.

H.B. Shivamassi and othétsexamine the trends in wages in
seven important industries during 1951-61 and togare them with
the trends in labor productivity and the costsrodpiction during the
same period. The main source of data was ASI antl Thé seven

2 vVijay K.Seth and Ashok K.Seth(1999), Labor Abgip in the Indian
Manufacturing Sector,”Indian journal of IndustriaRelations,
Vol.27,No.1,pp.19 to 31.

H.B.Shivamassi, = N.Rajagopalan and T.R. Venkafacha
(1968),"Wages, Labor productivity and Costs of Ricttn,
1951-61"Economic at Political Weekly, may 4, pp.7a716.
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industries covered are cotton textiles, jute testiliron and steel,

cement, paper and paper boards, chemicals andcieproducts and

sugar. The important conclusions are as follows:

) Rise in Real Wages at the overall as well akigtry wise,
lagged behind without improvement in labor prodtitti

(i) Though the overall trend in money wages wasilgir to that
in real wages, rise in money wages outpaced privilydn
cotton textiles, sugar and iron and steel.

(iii) Relatively greater rise in labor productivitpay be partly
associated with the increase in fixed capital petr of labor
and improvement in management techniques.

(iv) The wage component of selected industrial costas
relatively small and wage-cost ratio declined dgrithe
period, except in cotton and jute textiles.

(V) The falling trend in the wage-cost ratio hodpied even if the
overall share of albor cost.(i.e. salaries and wpigaken as
a percentage of selected cost of industrial output.

Abdul Aziz (1972}° analyzed the Industrial wage structure
of small, medium and large scale industries usingngry and
secondary data. It was concluded that the institati forces were
introducing the non-economic as against the pumtpnomic
considerations of productivity, capacity to pay ahd like in the
wage determining process.

Prajapathi Trivedi and Rajan Mookerjee (198@xamined
the relationship between monetary incentives anduymtivity in the

% Abdul Aziz, Industrial wage Structure in Mysor&at®, University of

Mysore, 1972.

Prajapati Trivedi and Rajan Mookerjee,”"Compasdtivimpact of
monetary incentives on productive in public andvaeé enterprises.
“(A Case Study of the Indian Economy) Indian jouroé Industrial

Relations Vol.25,NO.July 1989,pp.1-11.
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public and private sectors using data on time-sdxasis for 16 years.
They used "Granger - Casuality" concept to tesir thgpothesis.
It was concluded that monetary incentives in pudliterprises do not
work as well as they do in the private sector.

B.K. Madan (1977} derived the trends in money earnings
and real earnings of industrial workers, besidegenaproductivity
nexus in India using data furnished by Annual SyrekIndustries
(ASI). when the consumer prices started risingpyeia the wake of
the inflationary trend, the real earnings of lallagged, money
earnings being unable to keep pace with the fastgicost of living.
He also concluded that there had been probablytaiceontribution
to productivity through increased effort. The ctaten between
changes in productivity and real earnings of tldugtries and labor
was graphically illustrated in which every surgepioductivity was
accompanied by a spurt in real earnings.

B.N. Golder (1986 analyzed the productivity trends in the
Indian Industry with a major methodological imprawent for the
measurement of selected factor productivity udmegltranslog index,
which is a discrete version of the continuous Daisdex. It was
found that the trends of partial productivities lchdnged remarkably
after 1970 and the problem of industrial efficiemegs also related to
the structure of the economy.

M. Upender (1996)° estimated the elasticity of labor
productivity so as to find the substitution podgiks of labor for
capital in the Indian manufacturing sector. It wasnd that the
wage-rate prevailing in the sector was less tham tiarginal

% B.K.Madan,"The real wages of Industrial laborlirdia”’,Monograph

No.1,management Development Institute, New Deldit, 71
B.N.Goldar, productivity Growth in Indian IndugtrAllied Publishers
Pvt.Ltd.New Delhi, 1986.

M.Upender,’Elasticity  of Labour  Productivity in lr@h
manufacturing”,Economic and Political Weekly, md&y 2996,pp.7-10.
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productivity of labor. It was suggested that theras a need to
re-direct the Indian manufacturing sector towandster use of labor
- intensive technology until marginal productivity labor became
equal to wage rate.

ASIAN CONTEXTS:

In India, "The second Five year plan sounded mositigely
emphasizing the relationship between wage increases
productivity improvements and it favored the neadd wage policy
which aimed at raising real wages by increasingdpctvity® "
There is a similarity in this context with SingapotA National Wage
Council was established in 1972, composed of reptatves of
Government, employers and Trade Unions to set {oete for
increase in Wages and fringe benefits and to stiggesntives for
encouraging productivity improvemeffts Moreover, "In Singapore
the wage-rates fell, and the gap between its watgs r- hitherto
much, the highest in Asia after Japan and thoseHohg
kong-increaseq".

WESTERN CONTEXTS:

Assar Lindbeck (1983} has analyzed the slowdown of
productivity growth in the developed countries dgrithe Seventies.
It was concluded that the macro-economic developmeealed and
strengthened the negative consequences for pretuairowth. In
addition, a number of other proximate sources ef ghoductivity

3. Shahab Dayal, Industrial Relation System in In@ierling Publishers

Pvt.Ltd.,new Delhi, 1980, p47.

Theodare Geiger and Frances M.Gerger, The Den&opprogress of

Hongkong and Singapore, macmillan Publishions, oond 975, p.205.

% |bid.,p.163.

3 Assard Lindback, The Recent Slowdown of prodecti@rowth,
Institute For International Economics Studies, ermity of Stock holm,
Reprint series N0.206, march 1983.
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growth slow-down has also been identified, suchireseased
capacity, slack reduction in dynamic returns tdesead reduction in
the economic incentives for productive activitigsdmployees and
managers.

K.G. Knight and R.A.Wilson (1988 related the incidence
of strikes to the degree of worker's discontent #rel resistance
displayed by employers to demands made by the warkéey have
mentioned that all the previous studies in the UWiging this type of
model had emphasized the importance of the sluggtsiof advance
in real income as the most important cause of greatorker
discontent leading to increased strike frequencthe©important
economic influences on strike frequency that haaenbemphasized
are profits, productivity and unemployment. In dreot study
KG.Knight and P.A.Geroski found that high strikedquency was not
associated with high wage levels.

% K.g.. knight, Department of Economics, Universiof Warwick

coventry, CV47AL.
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CHAPTER-III

METHODOLOGY

INTRODUCTION

The present chapter describes the sources of aataepts,
tools, variables, methods of statistical estimatiand related
Economic interpretations.

SOURCES OF DATA:

The data for this study have been collected frooosgary
sources. The secondary data for the present sagdyding number
of persons employed, fixed capital, selected emehts) wages to
workers, depreciation and net value added have bekected for
various years from Annual Survey of Industries (APublished by
the Central Statistical Organisation (CSO) at tired digit level for
selected 146 industries.

The consumer price index has been obtained frororlab
Bureau, Shimla. The product price indices have beé&en from
various issues of "Index numbers of whole saleggrin India"
published by the office of the Economic Advisor,v@mment of
India, New Delhi.

The capital formation index has been collected fr@mous
issues of National accounts Statistics publishedBp. Man days
lost due to the industrial unrest for the varionduistries has been
collected from the various issues of the pockekhladdabor statistics
published by labor bureau, Shimla.

ECONOMIC ANALYSIS:

In order to have a comprehensive analysis of Im@lstage
policy, the selection of two major classificatiohliodustries such as
Piece and Time rate is done with the help of Btady. The selection
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of those industries is made after visiting the eetipe industries at
the unit level.

The present study is segmented in to two partslyAizal
covers all the 146 industries in two groups at Waional level
(Disaggregate level). The important ratios and otheasurements
among all industries in selected as divided ingmce rate group
covering 51 industries and 95 industries for tige group.

Analysis Il covers selected 6 high piece rate itikes and 6
high time rate industries individually for in demhalysis. This kind
of classification is made in order to find the widual performance
differences of these two groups of industries dtageheir influence
of their management of labour, mode of wage payshent their
efficiency.

MEASURE OF OUTPUT:

In the measurement of output, the important choarese
between value added and physical output. Physigauois the best
measure of output. But this is not practicable,abiee most of the
industries produce more than one output. Each tigmxpressed in
different units and dissimilar products can be aggted by weights.
In such case aggregation of output can be measumtgdn terms of
value. This study has used gross value added atardrprices as a
measure of output.

There are two distinct approaches to get the figafereal
value added using single deflation method and douwsflation
method. In single deflation method the value admtembnstant prices
has been obtained by subtracting raw materials fitwath of gross
output at current prices then the value is defldtgdhe respective
whole sale product price index. In double deflaneethod, the value
added at constant prices has been obtained frooctied the value
of gross input at constant prices from the valugofss output at
constant prices.
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Such studies were made by Balakrishnan and Pushgang
(1994)°. The single deflation method is valid only if tpeice of
materials relative to the price of output is maréess constant for the
period. The present study uses gross value addsthgle deflation
method, because "construction of single deflati@thmd is superior
to the double deflation methdd.

Labor Input:

The ASI provides three distinct measures of labput 1.
Man days worked. 2. Number of workers and 3. Numbér
employees (industrial workers and person other dnankers).

Asit Baneriji *®, Goldar® and Sunilkumd® have used the
number of employees as a measure of labor inptltein studies of
productivity. The present study also takes the remobemployees as
a measure of labor input and all types of labor &eated as
homogeneous.

Capital input:

The measurement of capital input is inherentlyicliff and
has been controversial in the literature. An imgotrtquestion is
whether to use gross or net capital stock.

Golda®* and Sunilkumd? have used gross fixed capital
stock and allowed 2 percent annual rate of dischcapital in their

% Balakrishnan, P.and K.Pushpangadan (1994),"SslectFactor
productivity Growth in Manufacturing Industry-EPWOMXXIX,
No0.31,p.2028.

3" Dholakia, B.H. and R.H. Dholakia (1994),”SelecEattor Productivity
Growth in Indian manufacturing”’EPW,Dec.31,p.

3 A.Banerji(1976),”Capital Intensity and Productit in Indian
Industry”,Macmillian, Delhi, p.19.

% N.Goldgar (1986),"Productivity in Indian Industrillied Publishers,
Delhi, P.48.

0" Sunilkumar (2001),”Productivity and factor Suhsion Theory and

Analysis”. Deep and Deep Publications Pvt.Ltd.

B.N. Goldar, Employment Growth in organised mawctiiring in India,
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studies. The same method is followed in the presemty also. The
measurement of fixed capital stock series is canstd as follows:
K'= Keg + hy-0keg

K. = Gross fixed capital at constant prices by trer ye

I¢ = Gross real investment in fixed capital during ylear 't\

d = annual rate of discard.

Gross real investment is computed by following

expressions; E B —B.; - D,/ R,

B = Book value of fixed capital in the year't'

Dy = depreciation in the year ‘t’

P, - Price index of gross fixed capital formation.

Finally gross fixed capital stock is adjusted bypagity
utilization. The book value of depreciation is monsidered in this
study. Because it is based on certain norms prdvidtéhe income tax
act and income generated by the enterprises. Ihase of an
accounting concept. Working capital has not beetuded in the
capital input, because theresigitable price index for applying price
corrections to such défa

CONCEPTS AND TOOLS USED FOR THE STUDY:
Wage Rate:

Wage rate is calculated by the ratio of real vailiselected
emoluments to the number of employees by deflatingeries of
emoluments at current prices by consumer price xinfte the
industrial worker with base period 1981 - 82=100.

Capital Formation Index:

Economic and Political weekly, April 1, 2000.

2" Sunilkumar(2001),”Productivity and Factor Suhgtin Theory and
Analysis”.Deep and Deep Publications Pvt.Ltd.p.243.

43 Asit Baneriji, Op.cit. p.23.
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Regarding capital measurement, capital formatidexrhas
been used for the study instead of machinery pndex. It can be
derived from ratio of the gross fixed capital fotina at current
prices and by current fixed capital formation atstant prices.

Capacity Utilisation:

Capacity utilization has been measured as actuplubto
maximum output. The output in physical units hasrbealculated by
the selected value of output at current pricesdeiby the prices of
respective products at current prices.

Factor Shares:

The share of labor has been obtained by a ratgeleicted
emoluments to gross value added. Assuming congtanmh to scale,
the share of capital input has been calculated@sonus the share of
labor,

Growth Rate:

Growth rates have been calculated as percentagetlowe
previous period, i.e. the growth rate of varidildras been calculated
as

YYe
gy; =--------m-m-m—-- x 100
Y

Labor Productivity:

The productivity refers to the efficiency or ovéral
effectiveness of a productive unit. Labor is on¢hef most important
determinant of productivity. The human element playital role in
extracting productivity generating capacity, optimuitilization of
resources and even minimizing industrial disputes.

Labor productivity is an outcome of a combinatioh ao
number of interrelated factors. It is therefordidiifit to single them
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out and consider their effort individually. Howey#ar this study, the
ratio of gross value added at constant prices pptayee is defined
as labor productivity.

Capital Productivity
The ratio of gross value added at constant prieesypee of
fixed capital is defined as capital productivity.

Selected Factor Productivity:

If different partial productivity indices move inpposite
direction, then no definite conclusion can be dralout the overall
efficiency of the industry. In such situation thelested factor
productivity helps us to understand the overaltefhcy of industry.
The ratio between the real output and real factput is defined as
selected factor productivity. Real factor inputneasured as the
weighted sum of the quantities of different inputke various TFP
measures found in the literature are different,ntyadbn account of
the differences in the assumption underlying indpation function.
The important indices of selected factor produttigre as follows:

(1) Kendrix index

(2) Solow index

(3) CES index and

(4) Translog index (Divisa Index)

In the present section, an attempt is made to ctanand
analyze the above four indices.

Kendrick Index :
This indeX is based on the assumption of a linear  productio
function of the following form: Y = aL + bk
Where Y is output
L is labor
and K is capital employed.
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a and b are the parameters. Then, TFP growth ifudepear t
may be shown as

- boK ¢

Where g is the base year wage rate and b, is the base year
price of capital services.

Under the assumptions of constant returns to seak
payment to factors according to their marginal paidthe selected
earning of capital and labor in the base year &k equal to output
of that year. The main defect of this measureasiths based on a lin
ear production function and it fails to allow fohet possible
diminishing marginal productivity of factors.

Solow Index ( A):
This indeX’ is based on Cobb-Dougles Production Function.
The following formula has been obtained for slowdr.

A Y R
KZV—{( B) }

where Y denotes output, L labor, K capital and&itttome share of
capital. Bar stands for time derivative. From thewe equation the
discrete form is obtained as

M AY AK
M 7-@1 ot }s?

The Solow Inde¥X is obtained using the following
identity taking Ao as unity A

4 R.M.Solow, Technical change and the aggregate mtatu Function”, Review

of Economic and statistics, 1957 pp. 312-327.
L.R. Christensem, D.W.Jorgenson and a Lau,L.J."3eadental Logarithemic production

38

45



Industrial Wage Policy in India

Divisa Index-translog Index:

The translog inderf technological change is based on
transcendental logarithmic (Translog) Production ndfion,
characterized by constant returns to scale.

Where Y is output

K is Capital

L is labor input

oS And PSare the parameters to be estimated.
Assuming conditions of competitive equilibrium, Msdog
Production Function can be used to derive the lmgnsmeasure of
Selected Total Factor Productivity Growth (TFPG)ahtis a discrete
approximation to the Divisia Index. The translogasiere of TFPG is
given by

AlogTFPG _ AlogY (t) ~Sog L(t) =(1-9) A log K(t)
Where Sand (1-S) are the shares of labor and capital lirevadded
and
. 6&-S-)

computed as®> = 2

The main advantages of these function are alloviorg
variable elasticity of substitution and does noguige the assumption
of | licks neutrality.

In the present study, the Translog index has beed tor
measuring TFP. The advantage of this index is ielgstof
substitution between the inputs to vary with theslef inputs.

1-S)-@-S -1
2

and(l—S_t=

Frontiers Review of Economics and Statistics, E8F3, pp213-227.
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For data obtainable at yearly intervals (discreiafof time),
the most commonly used discrete approximationisiadi index® is
given

by TFPG = (InQ, — mQt-1) = .5E (Si, - Si.)) In(Xiy,)
Xi1.,) Where g denotes output, denotes the quantity of tHeinput
for the year 't' and Sj( is the share of inputiloutput for the year ‘t’

Capital Output Ratio:

The concept of capital output ratio expresseséhaionship
between the value of capital investment and thaevalf output. It
refers to the amount of capital required in oraepitoduce a unit of
output.

Productivity growth has been a major contributiagtér in
the growth of the industry. The productivity of @éapdepends upon
many factors such as availability of resources, athmf capital
investment, the degree and the nature of techregbgdvancement,
the efficiency of labor, the quality of managerald organizational
skill and the existence and extent of utilizatioh Bconomic
overheads.

In this context, an effort has been made to showinach of
fixed capital is required to produce one rupee Wwaift output. For
estimating capital output ratio, gross fixed cdpstack at constant
prices is used as a measure of capital input. Tar&img capital has
not been considered. The capital output ratio atéisthe relationship
between the existing stock of capital and resultemw of current
output.

Fixed Capital Stock at Constant Prices
COR =

Volume of Production at Constant Prices

% |eo Torquist (1936),"The bank of Finland’s Congion Price Index”,
Bank of Finland monthly Bulletin,No.10,pp.1-8.
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Capital Intensity:

The labor productivity mainly depends upon the ifqyadf
capital. A worker working with better tools will baore productive
than a worker who has inferior tools. Advanced ¢oes are more
productive than underdeveloped countries in bottusirial and
agricultural sector. Improvements in the tools anachines take
place as a result of technological progress. Sdysabout capital
intensity is very necessary.

Capital intensity is defined as the ratio of grbssd capital
stock at constant prices and the number of emptoyHeat is, gross
fixed capital per unit of labor is defined as tlagital intensity.

Regression:

Multiple regression had been computed with the veaje
rate as the dependent variable and labor prodtyGtoapital intensity,
employment and wage share of value added as indepewariables
separately for the selected 146 industries coveSihgpiece rate
industries and 95 time rate industries as two gsoup
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ANALYSIS -I

TRENDS IN THE EMPLOYMENT OF LABOR

Employment is one of the important economic vagabl
attracted by the recent decades of changes thtdkang place in the
Indian Industries. A developing country like Indiannot afford
industrial inefficiency and at the same time sa@tinemployment. A
labor abundant country should make use of the @vaillabor force
instead of spending huge amount of capital as sutest for labor.

In the industrial sector, the current defensivatsgy of
preserving and providing benefits to existing waoskkas raised the
labor costs and worsened the over-all environmergniployment
growth. The restrictions imposed against retrenctiroé labor and
closure of factories have raised the long term ajfsindustries
through the hiring of additional labor. In additidast growth in
money wages slowed down employment growth when eyeps
started economizing on labor to reduce costs.

Administrative action to reduce disparities of watpetween
the public and the private sector, between thel rmd the urban
sector, between the organized and the unorganeetdrscan have
only a marginal impact if the rate of growth of dayment is
unfavorable to the labor force.

Therefore, wage policy has to be backed by an gmpat
policy. The Government should request the secondioh&
Commission on labor to review the present situatma suggest
measures for a revolution of the national wagecgplaccompanied
by an income and employment policy. Obviously, sitdtson of
capital for labor is taking place. If this trendntioues in a labor
surplus economy like India, it shall act as a seyionpediment in
improving the overall real wages of labor in themamy, though it
may improve the wage level of these who are ablectain their

42



Industrial Wage Policy in India

employment. A national wage policy must therefbeaccompanied
by a full employment policy, failing which it defisats very purpose.

Employment in the organized manufacturing sectdndia

remained virtually stagnant in the 1980s. In shamptrast, there has
been a substantial increase in employment in #ttos in the 1990s
Since a process of major Economic Reforms wastettiin India in
1991, the marked acceleration in employment grawtbrganized
manufacturing in the 1990s may be due to be theltred the
economic reforms. The period of study is divided ivo sub periods
1982-90 and 1991-98. The first sub period relatéheopre-reform
period, while the second sub period is relatedh® post-reform

period.
TABLE : 1
GROWTH RATE OF LABOR
Growth
rate of Number of industries Number of industries
S.No | Labor under under
(in Piece Rate System Time rate System
Percent)
1982-981982-9(01991-981982-981982-901991-99
1. Negative 10 18 6 15 24 15
Less than| (19.6) | (35.3)| (11.7) (15.7) (25.9) (15.1)
0
2. Oto5 17 11 19 44 44 43
(33.3)| (21.5)] (37.2) (46.3) (46.3) (45.D)
3. 5-10 9 8 12 25 11 22
(17.6) | (15.7)] (23.6) (26.3) (U.7d| (23.4)
4. Above 10 15 14 14 11 16 15
(29.5)| (27.5)| (27.5) (11.7) (16.8) (15.1)
Total
Selected 51 51 51 95 95 95
industries
Source : computed from the ASI data sources for dbkected
industries.
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The issue of employment expansion with productivigs
been an important aspect of policy planning andareh. This study
seeks to examine the trends in employment in the taajor
classification of piece rate and time rate indestril9.6 per cent of
selected industries recorded the negative growwthabemployment
in piece rate industry group during the period 198233 per cent of
selected industries registered the range of (QoEr 5ent, 17.6 per cent
of selected industries in the range of 5 to 10cpat and 29.5 per cent
of selected industries above 10 per cent growtbsrat piece rate
industry group during the overall study period (258).

In the pre reform period 35.3 per cent of seleateldistries
noticed the negative growth rate of employmenthia piece rate
industry group. 21.5 per cent of selected industitiethe range of
growth rate of employees 0 to 5 per cent and 1&:¢ent of selected
industries in the range of 5 to 10 per cent an8 pér cent of selected
industries above 10 per cent.

For the post reform period, 11.7 per cenl of selbct
industries registered the negative growth ratengpleyment in the
piece rate industry group. 37.2 per cent of sedettdustries in the
range of 0 to 5 per cent growth rate of employnaemt 23.6 per cent
of selected industries in the range of 5 to 10cpat and 27.5 per cent
of selected industries in above 10 per cent .

From the above table, the interesting point isdi@that, the
declined growth rate of employment in the pre-nefqueriod was
higher than that of post-reform period in the piete industry group.
This indicates that the new economic policy is reating
employment in this group piece rate of industries.

In time rate industry group, 15.7 per cent of del@c
industries registered the negative growth ratengbleyment during
the overall study period (1982-98). 46.3 per cénetected industries
recorded in the range of 0 to 5 per cent growth edemployment and
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26.3 per cent of selected industries in the rafigeo 10 per cent and
| 1.7 of selected industries above 10 per cent .

For pre-reform period, 25.2 per cent of selectatligtries,
noticed to negative growth rate of employment ie time rate
industry group. 46.3 per cent of selected industrieticed in the
range of 0 to 5 per cent of growth rate of employtrand | 1.7 per
cent of selected industries in the range of 5 tpeiGcent and 16.8 per
cent of selected industries in the range aboveet @gnt .

For post reform period, 15.7 per cent of selectetlistries
registered the negative growth rate of employmentime rate
industry group. 45.2 per cent of sample industrexorded in the
range of O to 5 per cent of growth rate of employtrend 23.4 per
cent selected industries in the range of 5 to X¥(ceet and 15.7 per
cent of selected industries in the range of ab@vpet cent .

TABLE : 2
GROWTH RATE OF CAPITAL
sl Growth rate Number of industries Number of industries
No. of Capital . under . under
in percent Piece Rale System Time Rate System
1982-98| 1982-90 1991-98 1982-98 1982-90| 1991-98
1. |Negative / Less 0 1 0 0 0 1
than 0 (0) (1.9) (0) (0) (0) (1.0)
0 4 0 0 2 3
2. |0to 10 (0) (7.8) (0) (0) (2.1 (3.3
11 12 7 12 8 28
3. |10to 20 (21.6)] (23.5 (13.8] (12.6) (8.4) (39)5
10 9 12 35 34 24
4, |20to 30 (19.6)] (17.6 (23.6 (36.8) (35.p) @5
6 7 12 17 14 13
5. |30to 40 (11.7)] (13.8 (23.6) (17.9) LI5.8) (B3
1 2 3 14 12 9
6. |40 to 50 (1.9) (3.9) (5.9) (15.8J] (12.6 (99)
23 16 17 17 25 17
7. | Above 50 (45.2)] (31.4 (33.5 (17.9) (25.5 g7
Selected
Industries 51 51 51 95 95 95

Source: computed from the ASI sources of data
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In the overall period, (1982-98) 21.6 per cergalected
industries noticed the growth rate of capital ie fiiece rate
industry in the range of 10 to 20 per cent. 19.6 gent of
selected industries in the range of 20 to 30 pat oegrowth
rate of capital and 11.7 per cent of selected imehssof 30 to 40
per cent and 1.9 per cent of selected industrige 80 per cent
of growth rates of capital during the period 198298. 45.2 per
cent of selected industries achieved higher ratapital that is
in the range of above 50 per cent of average argroalth rate
of capital. The important point is to note that ane has
negative growth of capital during the study period.

In the pre reform period, nearly 2 per cent ofdbkected
industries noticed the negative growth rate of tehpn the
piece ratandustry group. 7.8 per cent of selected indusiriethe
range of O to 10 per cent growth rate of capit8l52per cent of
selected in the range of 10 to 20 per cent , 1@6cpnt selected
industries in the range of 20 to 30 per cent , p&8cent of selected
industries in the range of 30 to 40 per cent aB@8r cent of selected
industries in the range of 40 to 50 per cent .Aigher average annual
growth rate of capital of above 50 per cent waseaetd in 3 1.4 per
cent of selected industries during the pre refoemagl.

For Post Reform period, 13.8 per cent of selettddstries
recorded the growth rate of capital in the rang&®fo 20 per cent ,
23.6 per cent of selected industries in the rari@ddo 30 per cent ,
as well as in the range of 30 to 40 per cent adgér. cent in the range
of 40 to 50 per cent of growth rate of capital dgrthe post reform
period. The higher growth rate of capital of ab&@eper cent was
achieved in the 33.5 per cent of selected indssthiging this period.

The important point is to note that the overall andt reform
periods, all the selected piece rate industrie® Ip@sitive and above
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10 pet-cent average annual growth rate of capitas. below 10 per
cent of average annual growth rate capital waseaekiin 7.8 per
cent of selected industries and nearly 2 per ciesglected industries
have negative growth during the pre reform period.

For overall study period, 12.6 per cent of seledtedistries
noticed the growth rate of capital in the time fiatdustry group in the
range 10 to 20 per cent . 36.8 per cent of seldathastries in the
range of 20 to 30 per cent,17.9 per cent of saelecidustries in the
range of 30 to 40 per cent , 15.8 per cent of saleindustries in the
range of 40 to 50 per cent and 17.9 per cent etssd industries in
the range of above 50 per cent of growth ratesapital during the
study period.

For pre reform period, 2.1 per cent of selectedisiries
recorded the growth rate of capital in the rang@ t 10 per cent in
time rate industry group. 8.4 per cent of seledtetlistries in the
range of 10 to 20 per cent, 35.6 per cent of s&deindustries in the
range of 20 to 30 per cent ,15.8 per cent of sedkict the range of 30
to 40 per cent, 12.6 per cent of selected indzssin the range of 40 to
50 per cent and 25.5 per cent of selected indssimi¢he range of
above 50 per cent growth rate of capital duringpaeod 1991-98 in
time rate industry group.

For post reform period, only one per cent industrgeen
having the negative growth rate capital in times naidustry group.
3.3 per cent of selected industries in the randktofl0 per cent, 29.5
per cent of selected industries in the range abl®0 per cent, 25.3
per cent of selected industries in the range alb2B0 per cent, 13.6
per cent of selected industries in the range @b3M per cent, 9.5 per
cent of selected industries in the range of 400t@ér cent and 17.8
per cent of selected industries in the range ofval0 per cent
growth rate of capital during the period 1991 -98time rate
industries group.
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It can be said that the growth rate of capital higher in the
piece rate industry group than that compared vintle rate industry
group during post reform period. That is nearlyp&®cent of selected
industries have above 30 per cent of growth ratsapital during the
post reform period in the piece rate industries, Bearly 40 per cent
of selected industries have above 50 per centaftirrate of capital
during this period in the time rate industry grotipis indicates that
huge increase in investments in the piece nai@ustry group
may be clue to the liberalization process. Onithele, the growth
rate of capital has increased in the industrial ufecturing sector in
India.

CAPITAL INTENSITY

The new technology has given an opportunity forltitkan
industries to make use of an average worker whditmgied skills
previously, to become familiar with new technolag/the computer
controlled system are user-friendly. Further, tfalitional kind of
labor involvement and interaction in the work shate been treated
as one of the variables to be eliminated from tidRistries to reduce
labor costs, increase productivity and thus prbfiiti.

New technology brings changes in the job conterd an
responsibility, job displacement, redundancy andepdoyment,
retraining, union co-operation and mutual agreemshich are
extremely important in realizing the benefits ofwtechnology. New
technology requires huge initial capital for whtble gestation period
is also long. Still the fact remains that new teshgy is capable of
selectively replacing the human element in perfagnihe actual
work. The worker at same stage of production isoned. This has
happened not only in developing countries but aisime advanced
countries. "Technology displacement and loss objgortunity have
affected the united statés"
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Thus this is the right time to study the impact raw
technology on wage levels in selected industriesinidia. The
following table presents the trends in Capital misity.

TABLE: 3
TRENDS IN CAPITAL INTENSITY
?;?gviw Number of industries Number of industries
under piece Rate System underTime Rate System
percent
1982-98 1982-9(1991-9§ 1982-98 1982-90 1991-98
Negative 0 0 2 (8) 0 2
Less than D 0) (0) (3.9) (0) (2.2)
0 0 4 0 4 6
Oto 10
9 © | (8 | (9 (42) | (6.3
9 6 16 23 11 34
1010201 176y | (11.8)| (31.4) | (24.2) | 11.7) | (35.8)
20 to 30 14 15 11 27 34 22
(27.5) (29.4) | (21.6) | (28.4) | (35.8) | (23.1)
8 10 4 26 15 13
3010401 57y | o) | (7.8)| 27.4) | (157 | (13.7)
3 5 4 10 18 7
A0W501 5 ©8) | (7.8) | (105) | (18.9) | (7.3)
Above 50 17 15 10 9 13 11
(33.4) (29.4) | 19.7)| (9.5)| (13.7) | (11.7)
Selected 51 51 | 51 95 95 95
Industries

Source: computed from the ASI sources of data.

For this study, it is found that all the selectedustries under
piece rate industries group have been noticed &amim above 10
per cent growth of capital intensity during theipdrl982-98. 33.4
per cent of selected industries have above 50 gratr af growth of
capital intensity during the period. This resuttdicate that the piece
rate industries are transformed from labor intemsinto capital
intensive.

During the pre reform period, it is also found thktselected
industries have noticed a minimum above 10 per geowvth of
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capital intensity during this period. Nearly 30 gant of selected
industries are in the range above 50 percent ofvttpron capital

intensity. But in the post reform period, it wasarig 20 percent.
Nearly 58 percent of selected industries registeteui/e 30 percent
of growth of capital intensity during the pre rafoperiod under piece
rate industry group. It is observed that nearly @@cent of the
selected industries have noticed above the 30 peafegrowth of

capital intensity during the post reform periodisTresult indicates
that there is no improvement in capital intensitgvgth in Indian

piece rate industry group in post reform periodn#ty be due to the
reason that the growth rate of capital in piece nadustry group was
increasing along with the increasing growth ratdatfor. That is

growth of capital and growth of labor were incregsduring this

period.

For time rate industry group, it is found thatthi selected
industries registered 10 to 20 percent growth gdital intensity
during the period 1982-98. 9.5 percent of seleateldistries have
registered above 50 per cent of growth capitalnsitg during his
period.

During the pre reform period, it is also found th& percent
of selected industries have registered below 20cpat growth of
capital intensity during this period. 13.7 peroeintelected industries
have registered above 50 per cenl of growth oftahpitensity. For
the post reform period 35.8 percent of selectedstries have been
found below 20 percent growth capital intensityegoint to note is
that 35.8 percent selected industries have in dnge of 30 to 40
percent growth of capital investments during prferra period. It is
also found that 35.8 percent of selected indushréeg in the range
20-30 percent growth of capital intensity durings thost reform
period. On the whole, in both the periods, the ghorate of capital
intensity was found to be positive.
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VALUE ADDED

Trends in the growth of the manufacturing sectotnidia
have been a much debated issue quite sometime Isber. Judge
Aluwalia concluded that the slow growth of the autjs registered in
manufacturing at 1979-80Nagara]® in his study revealed that there
was 8 percent growth per annum during the perid@lL ¥ in the
registered manufacturing industries. This studyo alsund that
consumer durable industries have a less than Jpewitnessed
fastest growth rate of 14 per cent per annum fadlbly capital goods
industries at 10 percent per annum.

For this study, the gross value added at constacggphas
been taken from AS1 separately For both time ratk @ece rate
industries disaggregated at three digit level. Tollowing table
presents the trend in growth rate of value added.

TABLE-4
GROWTH RATE OF VALUE ADDED

Growth rate [Number of industries under| Number of industries under
Sl of value price Rate System Time Rate System
No.| addedIn 1,40, od 1982-90| 1991-98| 1982-98| 1982-00| 1991-98
Percent
1.[Negative 3 3 6 0 4 2
Less than O (5.9) (5.9) (11.8) (0) (42) (2.1)
2.|0to5 5 6 7 4 9 10
(9.8) (11.8) | (13.7) (4.2) (9.5) (10.5)
3.|5t0 10 11 9 11 23 17 16
(21.5) | (17.6) | (21.6) | (24.2) | (17.9) (16.8)
4./10to 15 7 6 6 22 22 21
(13.7) | (12.8) | (11.8) | (23.2) | (23.2) (22.1)
5./15 to 20 8 9 4 10 16 15
(15.6) | (17.6) | (17.8) | (10.5) | (16.8) (15.8)
6./20 to 25 2 2 5 17 7 9
(3.9) (3.9) (27.5) | (17.9) (7.4) (9.5)
7.|Above 25 15 16 12 19 20 22
(29.5) | (31.4) | (23.5) | (20.9) | (21.0) (23.2)
Selected 51 51 51 95 95 95
Industries

Source : computed from the ASI sources of data.

7 Aluwalia, 1.J.,"Industrial Growth in India; Stagtian since the
Mid-Sixities”,Oxford University Press, 1985

8 Nagaraj,R.”Growth in manufacturing output sinc80.9some
preliminary findings; July 1, 199, PP.1481-1484.
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It is found that 5.9 percent of selected industueder piece
rate industry group have negative trend in growvath of value added
for the period 1982-98. The remaining 94.1 per canselected
industries have positive trend in growth rate olugaadded. It is
observed that 29.5 percent of selected industnekerupiece rate
industries group have above the 25 per cent of troate of value
added during the pre reform period.

In the pre reform period, it is found that 5.9 ment of
selected industries under piece rate industry groaye negative
trend in growth rate of value added for the ped882-90. It is also
found that 31.4 percent of the selected indushréese above the 25
percent of growth rate in value added.

In the post reform period | 1.8 percent of seledtetlistries
have under piece rate industry group have regsteegative growth
rate in value added. It is observed that 23.5 et of selected
industries noticed above 25 percent of growth natgalue added
during this period.

The interesting point is to note that the growtle raf value
added in time rate industry group have positivadra the period
1982-98. That is all the selected industries hay&tipe growth in
valued under lime rate industry group during thesiqud. It is also
found that 4.2 percent and 2.1 percent of selertddstries have
negative trend during pre-reform and post reforspeetively. The
Table gives 20.9 percent, 21 percent and 23.2 peafeselected
industries in the range above 25 percent of groatéof value added
during all the three periods 1982-98, 1982-90 a®@0198 periods
respectively.

Above results indicate that there is no notabléerkhce
between piece rate and time rate industry groupsrins of growth
rate of value added during the study period. Biotle rate and piece
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rate industry groups have registered satisfactoowih rate in value
added.

TRENDS IN CAPITAL OUTPUT RATIO:

The concept of capital-output ratio expressesdtaionship
between the value of capital investment and vafimitput. It refers
to the amount of capital required in order to prala unit of output.
The concept of capital output ratio is applicabt only to an
economy but also to its different sector, thatliferent capital output
ratios for different sectors of an economy depegdom the
techniques (capital intensive or labor intensive@diby them. The
overall capital output ratio for a country is theeege measure on the
sectoral ones. For estimating capital output ragioss fixed stock at
constant prices is used as a measure of capitat. inp

TABLE : 5
CAPITAL OUTPUT RATIO
S| Capital Number of industries | Number of industries under
NoO Output | under Piece Rate System Time Rate System
Ratio | 1982-98| 1 982-901991-98 1982-98 1982-90 1991-98
1.|Below 1:1] 22 37 14 37 69 20
(43.0) | (72.5) | (27.5) | (38.9) | (72.6) | (21.0)
2]/1:1t02:1 22 13 18 44 19 43
(43.0) | (25.5) | (35.0) | (46.3) | (20.0) | (45.3)
3./2:1t03:1 7 1 12 6 5 20
(14.0) | (2.0) | (23.5)| (6.3) (5.3) (21.0)
4.|Above 3:1 O 0 7 8 2 12
(0) (0) (14.0) | (8.5) (2.2) (12.7)
selected 51 51 51 95 95 95
Industries

Source: Computed from the ASI source of data.

It is found that 86 percent of the selected indestunder
piece rate industry group below the range 2:1Herstudy period. For
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pre reform period, the capital output ratio forgeierate industries
found that 98 percent of the selected industriethenranging not
above 2:1. But at the same time, it was only 62geett in the post
reform period. The interesting point to note istttigere is none of
selected industries on the capital output ratioclwHies above 3:1
during the overall and pre reform periods. Butasviound 14 percent
of selected industries lies above 3:1 during pesorm period.

Similar trend is also found in the time rate indysgroup. This

indicates that the piece rate industries and tiate industries (over
all Indian manufacturing) is transformed from labitensive into

capital intensive ones. That is increasing trendaipital output ratio
indicates that government policy towards reductioemployment in

Indian Manufacturing.

The new economic policy led to increase in capitatiput
ratio in both piece rate and time rate industryugeo in Indian
manufacturing. There has been a tendency in nanecbhological
upgradation, modernization and productivity to ddince capital
intensive technologies, but these tendencies lesrdted in the fall in
the level on employment.

TRENDS IN CAPACITY UTILISATION:

Capacity utilization of a firm means the degreevtuch all
resources are fully employed or the efficiencyhaf firm to utilize the
resources at its disposable to achieve the pogsidskmum output.

In a capital starved country, the importance of filéest
possible utilization of industrial capacity bothpablic and private
sectors can hardly be over emphasized. This isssacgnot only to
ensure the optimum utilization of scarce capitabtgces that have
already have been invested in the industry, bud &dscreate new
capital for further development. In the presentdgiithe index of
capacity utilization is defined as ratio of the uadt output to
maximum output in any year during the selectedogetin the annual
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survey of industries(ASI) physical units of outparte not given

separately. For this study, output in physical sic#n be calculated
by the selected value of output which is dividedHsy corresponding
price of output. The following table gives the gtbhwate of labor in

Indian Industries during 1982- 1998,

TABLE: 6
GROWTH RATE OF CAPACITY UTILIZATION
Degree of : .
Capacity Number of industries Number OT industries
o . ; under Time Rate
Ulization (in under Piece Rate System S
ystem
percent)
0to 20 1 8 1 1 6 0
(1.9) (15.7)]| (1.9) | (1.1) | (6.3) (0)
20 to 40 14 13 8 9 30 3
(27.4) (25.5)| (15.7) | (9.4) | (31.6)| (3.1)
40 to 60 13 13 12 44 35 18
(25.5) (25.5)| (2.3.5)| (46.4)| (36.8) | (18.9)
60 to 80 20 15 19 38 24 58
(39.2) (29.4) | (37.2) | (40.0)| (25.3) | (61.1)
Above 80 3 2 11 3 0 16
(6.0) (3.9) | (21.7) | (3.1) (0) | (16.9)
Selected 51 51 | 51| 95| 95| 95
Industries

Source: computed from the AS1 sources of data.

For this study, it is found that, only 1.9 perceftselected
industries under piece rate industry group haverdte of capacity
utilization in the range of 0 to 20 per cent durihg period 1982-98.
27.4 percent and 25.5 percent of industries wesadahe rate of
capacity utilization in the range of 20-40 percamd 40 to 60 percent
respectively during this period. Nearly 45 percait selected
industries are in the range of above 60 percemtatef of capacity
utilization in the overall period.

In the pre reform period, it is observed that ljaefcent of
selected industries have been noticed that the ohteapacity
utilization in the range below 20 percent. 25.5cpat and 29.4
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percent of industries were found the rate of capatilization in the
range of 20-40 percent and 40-60 percent durirgghriod. Nearly
33 percent of selected industries are in the rafgdove 60 per cent
of rate of capacity utilization in this period.i# observed that 40
percent of selected industries in the range of ald@vpercent of rate
of capacily utilization the post reform period. $hesults indicates
that the liberalization policy has positive impaoh capacity
utilization in the piece rate industry group.

In time rate industry group, it is found that onlye industry
has below the 20 percent rate of capacity utilmaturing the period
1982-98. 9.4 percent and 46.4 percent of industréa® found the
rate of capacity utilization in the range of 204&rcent and 40-60
percent respectively during this period. Nearlypé8cent of selected
industries are in the range above 60 per cent oateapacity
utilization in this period.

For the pre reform period, it is observed that e8ent of
selected industries lie below the 20 percent ratecapacity
utilization. It is observed that nearly 31.6 petcamd 36.8 percent of
selected industries have the rate of capacityzatibbn respectively.
But in the post reform period it is observed thatl6percent of
selected industries have in the range of 60-80ememate of capacity
utilization and 16.9 percent of selected industiiethe range above
80 percent rate of capacity utilization. It indest that the
liberalization policy has positive impact on rafeapacity utilization
in the time rate industry group. From the aboveltssthe both time
rate and piece rate industry groups were foundatee lconducive
atmosphere to proper utilization of capacity durthg post reform
period.

TRENDS IN LABOR PRODUCTIVITY
Productivity is an index of economic measure oicefhcy
with which human resources as a whole are utilinsgde production
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process. The productivity would be as indicatoredl wages and
relative prices. In the recent years productivigs tbeen used as
objective and scientific measure for lasting thendls in the major
sectors of the country's economy and prospect&ti&happreciation
of productivity can help us in understanding catiissues clearly and
lead to the formulation of appropriate economiciges and
management practices.

Labor is one of the most important determinants of
productivity. The human elements play a vital raoleextracting
productivity generating capacity, optimum utilizati of resources
and even minimizing industrial disputes.

The labor productivity would be a major factor lnetchoice
of technology and employment of labor. When labordpctivity
increases the country's economy would show imprewvesn in
national income. It also would help in finding otite over all
improvement of the unit, whether the introductioh @ new
labor-saving device or new wage system has led sigaificant
increase or decrease in the productivity of labbe Indian planners
from first five year plan onwards realized that Key to solving the
problem of India's poverty lies in raising the lsveof labor
productivity.
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TABLE : 7
GROWTH RATE OF LABOR PRODUCTIVITY

Growth rate | Nymber of industries under | Number of industries under
SI. | of Labor Piece Rate System Time Rate System
No. | Productivity
In Percent | 1982-98| 1982-90| 1991-98| 1982-98| 1982-90( 1991-98
1.[Negative / 4 2 8 1 2 4
Lessthan0| (7.8) | (3.9) | 156) | 1o | @1 | 42
4 4 14 6 15 17
2]0to5 78) | @8 | 74| ®63)| 1m6)| (179
20 13 14 34 25 22
3|50 10 39.2)| @54) @74 @57 (263 (3D
13 13 3 29 20 19
4|1010 15 254)| (254) (.8 (305) (21.0) (20.p)
3 8 3 10 18 13
515 to 20 .8 | (156)] (8| (105 (194) 137
7 11 9 15 15 20
6|labove20 | (14.0)| (1.9 (180 (16.0) (164) (21.h)
Selected
Industries 51 51 51 95 95 95

Source: computed from the ASI sources of data.

In this study, it is found that 7.8 per cent okbsted industries
in piece rate industry group have negative trendor productivity
for the period 1982.98. In the remaining 82.2 pemtaof selected
industries there was positive trend in labor progitg growth. It is
observed that 7.8 per cent of selected industegistered the in the
range of O to 5 per cent growth rate of labor potigity. 39.2 per cent
of selected industries in the range of 5 to 10cpet , 25.4 per cent of
selected industries in the range of 10 to 15 pet £8.8 per cent of
selected industries in the range of 15 to 20 pat o& growth rate
labor productivity during the study period 1982-B8 piece rate
industry group. 14 per cent of selected industnigge above 20 per
cent growth rate during this period.

It is observed that in 3.9 per cent of selectedistries in
piece rate industry group was negative trend irorgiroductivity
during the pre reform period. Nearly 60 per censalected industry
was above 10 per cent growth rate labor produgtirithis period.
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It is found that in 15.6 per cent of selected irides in piece
rate industry group there was negative trend imrgtroductivity
during the post reform period. It is also foundtthearly 30 per cent
of selected industries have more than 10 per deaterage annual
growth rate of labor productivity. The growth ratf labor
productivity in pre reform period was higher thae growth rate of
labor productivity in post reform period as farmpdeace rate industries
are concerned.

It indicates that the liberalization process hagatige effect
on labor productivity in piece rate industry grougut the overall
efficiency of piece rate industry group in termdaijor productivity
was satisfactory during the study period.

It is observed that only one industry under tinte iadustry
group was negative trend in during the study peridee remaining
99 per cent of selected industries were positivndrin labor
productivity during the study period. It is fourftht 2.1 per cent and
4.2 per cent of selected industries were negateretduring the pre
reform and post reform periods respectively. Theneo significant
difference in growth rate of labor and post refgeniods in time rate
industry group. It is concluded that the impactiofe rate industry
group in terms of labor productivity during the djuperiod is
satisfactory.

In general in both piece rate and time rate ingugiups, the
labor productivity trend is found to be positivermay be due to the
increase in capital in these industries under spatfiod.

TRENDS IN CAPITAL PRODUCTIVITY:

Capital productivity mainly depends upon qualitycapital.
A worker working with better tools and machines|wik more
productive than a worker who has interior tools amthines. The
following table presents the details of capitaldarctivity.
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TABLE: 8
GROWTH RATE OF CAPITAL PRODUCTIVITY

Growth rate| Number of industries Number of industries
Sl. | of capital |under Piece Rate Systerpunder Time Rate System
No |Productivity
In percent |1982-981982-9(01991-981982-9§1982-901991-94
Negative / 38 39 38 82 80 78
l.[LessthanO| (74.5) (76.4) (74.%) (86.6) (84/2) 134.
7

4 3 3 2 4
2|0to5 (7.8) (5.8) (5.8) (2.1) (4.5 (7.3
3 2 2 2 2 4
3.|5t0 10 (5.8) (3.9) (3.9) (2.1 (2.1 (4.5
6 7 8 9 9 6
4.|Above 10 (11.9)| (13.9] (15.8 (9.2 (9.2 (6.1)
Selected
industries 51 51 51 95 95 95

Source: computed from the ASI sources of data.

In this study, it is found that 74.5 percent of estdd
industries under piece rate industry group haveatisy trend in
capital productivity for the period 1982-98. Thenaning 25.5 per
cent of selected industries have positive trenchipital productivity
growth. It is observed that 76.4 per cent and pérsent of selected
industries have negative trend during pre-reforrd post reform
periods respectively. This result indicates thaeréh is no
improvement in capital productivity growth in Indigpiece rate
industry groups in post reform period.

It is observed that 86.6 percent of the selectellistries
under time rate industry group have negative trémdcapital
productivity during the study period. It is alsaifa that nearly 84
percent and 82 percent of selected industries hagative growth in
capital productivity during pre-reform and post aref periods
respectively under time rate industry group.

It is found that both time rate and piece rale stdugroup
have negative trend in capital productivity in dgristudy period.
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There is no positive impact of liberalization oedk industry groups
with regard to capital productivity.

TOTAL FACTOR PRODUCTIVITY :

Low Total factor productivity Growth (TR or its negative
trend is a commonly observed feature in most of daeeloping
economics. Ahluwalia (19919 finds a positive trend in TFP in
Indian manufacturing. Balakrishnan and Pushpangé2847° find
negative trend in the same period. Persistenceegétive phase of

selected factor productivity growth in Indian maathiring sector
has become a controversial issue. There are tiereliit methods of
estimation the growth accounting methods has beed in Indian
studies. In particular Pushpangadan and Balakrspoanted out that
an estimation of (TFP) through value added variabl& with the aid
of double deflation in place of the practise ofgéen would tail to
establish the 'turn around' phenomenon. But Dhotaich Dholakia
(1994y" argued that double deflation method so as hotetoas
distorted picture of the direction. These findilegds to generate a
unified view on the growth path followed by TFRmdian industries.
However, single deflation method has been usethisistudy.

TRENDS IN TOTAL FACTOR PRODUCTIVITY GROWTH
IN INDIAN MANUFACTURING

In the period of liberalization, India's Economialipies are
geared towards economic growth. Rise in produgtiniall sectors in

essential to put the country on the growth pather&hare many
studies that systematically analyze productivity aggregate

491.J. Ahluwalia (1992),"Productivity growth in Inglh manufacturing”,
Oxford University Press, Delhi.

*0 pBalakrishnan and K.Pushpangadan(1994), “Total Fatoductivity
Growth in Manufacturing Industry; A fresh look”,ER\\ily 30.

*! B.H Dholakia and R.H. Dholakia (1994),"Total FacRroductivity
Growth in Indian manufacturing”,EPW, Dec.31.
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manufacturing sectors of the economy. The presedysanalyse the
trends in growth of TFP in Indian manufacturingustty, before and

after the introduction of economic reforms undere timajor
classification of piece rate and time rate indusgsoups at
disaggregate level.

TABLE:9
GROWTH RATE OF TFP

Growth Number of Industries under | Number of industries under
Sl rate of Piece Rate System Time Rate System
No. | TFPIn
Percent 1982-98| 1982-90 1991-98 1982-98 1982190 1991
1. Negative/ 32 27 30 73 72 63
LessthanQ (62.7) (52.9) (58.6) (76.7) (75.7) (66.3)
2 Oto5 7 14 9 11 8 17
(13.7) (26.7) (17.4) (11.7) (8.4) (18.0)
3. 5to 10 5 3 4 2 7 8
(9.9) (6.7) (7.3) (2.1) (7.3) (8.4)
4. Above 10 7 7 8 9 8 7
(13.7) (13.7) (15.6) (9.5) (8.4) (7.3)
Selected | o) 51 51 95 95 95
Industries

In this study, it is found that 62.7 per cent of telected

Source: computed from the ASI sources of data.

industries under piece rate industry group havategtrend in TFR

for the period 1982-98. The remaining 37.3 percehtselected

-98

industries have positive trend in TFP growth. lblbserved that 52.9

percent and 58.6 percent of selected industries hagative trend
during pre reform and post reform periods respebtiunder piece
rate industry groups. This results indicates thla¢rg is no

improvement in TFR in Indian piece rate industry group in post

reform period.

under time rate industry group have negative tiendFPG during

It is observed that 76.7 percent of the selecteistries

the study period. It is also found that 75.7 peresn 66.3 percent of
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selected industries have negative growth in TFRndypre reform
and post reform periods respectivély

For post reform period, the 10 per cent of the cete
industries have turned around negative trend iogtipe trend with
regard to TFRunder time rate industry group. This indicates that
liberalization policy has positive impact on timate industries in
terms of TFPG.

Trends in Wage Rate:

The movement of the wage rate in two industry gspup
namely piece rate and time rate industries undestidy during the
period 1982-98 is presented here.

TABLE :10
WAGE RATE IN INDIAN INDUSTRIES
Number of industries Number of industries
Sl Wage Rate under under
No. In Rupees Piece Rate System Time Rate System
1982-99 1982-90/1991-94 1982-98 1982-90 1991-98
8 9 6 4 6 3
1. |Less than 5000 (15.7 17.4) (@1 (4.2) (6.8) (3J)
37 37 35 21 23 18
2. | 5000-10000 (72.6 (72.6 (68.8) (22.1) (2413) 8.9)
6 5 9 31 31 31
3. |10000 to 15000 (11.7 (9.8 (17.6) (326) (32]6)32.6)
0 0 1 31 31 27
4. (15000 to 20000 (0) (0) (2.0 (32.6) (32.p) (28/4
0 0 0 8 4 16
5. | Above 20000 (0) (0) (0) (8.5) (4.2 (17.0)
Selected
Industries 51 51 51 95 95 95

Source: Computed from the ASI sources of data.

For piece rate industry groups 72.6 percent ofsilected
units have wage rate with the range from Rs.500R2d.0000 per
annum. Nearly 12 percent of the selected unitsaxfeprate industry

*2 Rifkin (1995) as given by R.C. Datta, New Techmgyi@nd Textile
workers, Economic and political weekly, Septembgr099, pl41.
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group have wage rate of more than Rs.10000 pernaniihat is

nearly 88 percent of selected units have wage oatkess than

Rs.10,000 per annum and no one has more than ti&R¢® per

annum. But, the wage rate of workers ranging all®s@0000 was
found 17 percent during the post reform period.tThaage rate has
been increasing after reforms in time rate indugtoup.

There is significance difference between piece aatbtime
rate industry groups in terms of wage rate duriregstudy period. In
piece rate industry groups, 11.7 percent, 9.8 péered 19.6 percent
of selected industries have wage rate ranging aBs:/@0000 per
annum during overall, pre reform and post reformquerespectively.
The same was nearly 72 percent, 67 percent anceréemt during
overall, pre-reform and post-reform period respetyi in time rate
industry group. The wage rate in piece rate ingustas very low as
compared to time rate industry group during stuesigal. This may
be due to the reason that the time rate indusriesapital intensive
in nature. "Relatively high technology industridseliron and steel
and cement are able to pay relatively higher wagesorkers®,

When the various stages of production are coneéutiv
making use of the piece rate system which are egpb each and
every worker, then the earnings of such worker$ dgipend on his
performance or efficiency. However, workers undece rate system
have to achieve some basic standard of output loeybich they can
differ in performance and pay.

In time rate industries, the classification of wenk into
different groups decide the nature of work, perfange, workload,
standard hours of work generally eight hours antsequently the
pay. While there is scope for getting higher paghi;same slab with
respect to individual skill and performance in pieate industries.

3 Bagarum Tulpule and R.C. Datta (1999)"Real wagesRroductivity in
Industry:A disaggregated Analysis,Economic andtiRali weekly,
August 26, 1999
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There is no such scope for workers in time ratastries. Trade
Unions prefer equal wage for equal work with timagersystem that
rewards workers uniformly without any discriminatio

When the work is suitable for piece rates and #mespiece
rate is applied to each worker, then the earnirigsaoh work will
depend on his efficiency. Therefore the principleequal pay for
equal work will be roughly operative in piece ratdence the use of
equal piece rates may not entirely satisfy theqgipie.

In time rate also the principle implies that a elifint rate
should be fixed for each worker according to hicefncy. If work is
done in different localities where the cost of Higiis unequal, the
equal pay would involve unequal money wages talyegjual wages.
Besides, differences in wages at different plat&s @ccur due to the
differences in prices and in cost of living.

TABLE: 11
GROWTH OF WAGE RATE
Growth rate | Number of industries Number of industries
Sl.| of Wage under under
No Rate Piece Rate System Time Rate System
(Percent) [1982-91982-901991-941982-9§1982-90 1991-98
Negative / 4 3 12 2 6 15
1.[Less than O (7.8) (6.0 (23.8) (2.1) (6.3) 05.7)
35 30 28 74 60 63
2.|0to 5 (68.6)| (58.8) (54.9) (77.8) (63.1) (66.9)
9 11 8 15 22 15
3.|5t0 10 (17.5)] (21.5) (15.6) (15.7) (23.1) (15.7)
3 7 3 4 7 2
4.|Above 10 (6.0)| (13.7 (6.0) (4.4 (7.5 (2.1
Selected No
Industries 51 51 51 95 95 95

Source: computed from ASI sources of data.

The table shows the growth rate of wage in Indiatustries.
From the above table 7.8 per cent of selected tndasecorded the
negative growth rate of wage rate in piece ratestrgt group during
the study period (1982-98). 68.6 per cent of setbanhdustries
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registered in the range of 0 to 5 per cent , 1@i5gent of selected
industries in the range of 5 to 10 per cent an@r6cpnt of selected
industries in the range of above 10 per cent graati of wage rate
during the overall study period.

In the pre reform period, 6 per cent of selectedligtries
recorded the negative growth rate of wage in piete industry
group. 58.8 per cent of selected industries recbtige growth rate of
wage rate in the range 0 to 5 per cent ,21.5 pet ok selected
industries in the range of 5 to 10 per cent and p&r cent of selected
industries are above 10 per cent growth rate oewate in piece rate
industry group during the pre reform period.

In the post reform period, 23.5 per cent of setkatdustries
registered the negative growth rate of wage rafgdoe rate industry
group during the period 1982-98. 54.9 per cenetécted industries
registered the growth rate of wage rate in thegaid@ to 5 per cent .
15.6 per cent of selected industries in the ram@et@ 10 per cent and
6 per cent of selected industries were above 10gdrof growth rate
of wage rate during the past reform period in tleee rate industry
group. From the above table, it can be inferred ttha liberalization
process has negative impact on growth rate in waigein piece rate
industry group.

In the time rate industry group, 2.1 per cent deded
industries have manifested the negative growth ohtevage rate
during the period 1982-98. 77.8 per cent of setedtelustries
registered growth rate of wage rate in the randetof5 per cent ,15.7
per cent of selected industries in the range of Bdtper cent and 4.4
per cent of selected industries above 10 per cermgl the overall
study period.

In the pre reform period, 6.3 per cent of seledtellistries
registered the negative growth rate of wage rataria rate industry
group. 63.1 per cent of selected industries redgaléhe range 0 to 5
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per cent, 23.1 per cent of selected industrielsénmange of 5 to 10 per
cent and 7.5 per cent of selected industries ald@veer cent of
growth rates of wage rate during this period. Dgitime post reform
period, it is found that 15.7 per cent of seledteldistries recorded the
negative trend in growth rate of wage rate. 6615ceat of selected
industries registered in the range of 0 to 5 peat cé&gain, 15.7 per
cent of selected industries in the range of 5 tpdiOcent and 2.1 per
cent of selected industries above 10 per cent@iiyr rate of wage
rate in time rate industry group during this period

On the whole, in both, time rate and piece ratastry group,
it is oberved there is declining growth rate of wagte in some
industries. At the same time, the size of growtte ria both the
industries is moving in the same path. That is distribution of
growth of wage rate has a similar path in both grotindustries.

The following table gives the share of labour itueaadded
in Indian industries during the period 1982-1998.

TABLE 12
SHARE OF LABOUR IN VALUE ADDED
Labour Number of industries under Number of industries under
share in Piece Rate System Time Rate System
SI.No value

added in 1982-98 | 1982-90[ 1991-98 1982-98  1982-0 199198

Percent
1. Below 10 0(0) 0(0) 1(2.0) 1(1.1) 1(1.1 3(3.2
2. 10 to 20 0(0) 0(0) 2(3.9) 8(8.4), 2(2.1 25(263)
3. 20to 30 7(13.8) 1(2.0) 15(29.4) 31(32)6) 22123. 28(29.4)
4. 30to0 40 17(33.4 12(23.6 14(27.4) 32(33]0) 3218) | 19(20.0)
5. 40 to 50 9(17.6) 18(35.3 5(9.8 5(5.2 22(231110(10.5)
6. 50 to 60 9(17.6) 8(15.7 4(7.8) 12(12.B) 8(8.4) 5(5.2)
7. 60 to 70 4(7.8) 5(9.8) 6(11.8 0(0) 1(1.1] 1j1.1
8. 70to 80 3(5.8) 3(5.8) 1(2.0) 1(1.1 2(2.1 (0)
9. 80 to 90 0(0) 1(2.0) 2(3.9) 1(1.1 3(3.2 1(1.1)
10. 90 to 100 1(2.0) 0(0) 0(0) 4(4.2 2(2.1] 1(1.1)
11. Above 100 1(2.0) 3(5.8) 1(2.0) 0(0) 1(1.1 2§2.

Selected 51 51 51 95 95 95
Industries

Source: computed from the ASI source of data.
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The interesting point is to note that, the shdrevages in
value added in piece rate industry groups, tha@3isper cent of
selected units had more than 50 percent of shamdile added and no
one had below 20 percent of share in value addedgithe period
1982-98. Under this group of industry, nearly 38cpat of selected
industries are in the range of 30 percent to 40qyerof share in value
added, which is the highest of number of seleatddstries. It is also
found that 2 percent of selected industries ab@@epkrcent of share
in value added.

During the pre reform period, Same trend as inover all
period was found. That is in both the pre reforrd awerall periods,
nearly 60 percent of selected units lie in the edmgjow 50 percent of
share in value added. But in the post reform peitodas nearly 70
percent. That is, the share of wages in value addegiece rate
industry groups had declined during the liberaioratperiod as
compared to pre liberlization period. It can bedsdhat the
liberalization has led to the transformation ofdabintensive into
capital intensive in the piece rate industries.

Nearly 80 percent of the selected units in tinte radustry
group had the share of wages in the value addeaviibe range of 50
percent. It is also found that nearly 3 percensealécted industries
below 20 percent of share in value added during pteereform
period. At the same time, it is nearly 30 percdrgatected industries
during the post reform period. That is the sharevafies in value
added in time rate industry groups had declinedindurthe
liberlization period.

The interesting point is to note the share of wagevalue
added in time rate industry groups. Nearly 90 pgtroéselected units
in the range below 50 percent of share in valueeddddustriers
indicates that mostly the time rate industry gratgcapital intensive
in nature. The high share of wages in value addegiece rate
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industry group indicates that mostly the industrgup are labour
intensive in nature. It can be inferred that theresignificance
difference in share of wages in value added betviimes rate and
piece rate industry groups.

DETERMINANTS OF WAGE RATE
(All Piece rate and Time Rate industries)

In order to determine the factors affecting theeleof wages
in Indian Industry, assuming a log linear relatitipsbetween wage
rate and related variables such as labour productindex,
employment and capital intensity are treated aspgaddent variables.
This model is given by

LogW =a0 + Log Lp + log Emp + log CI, where

w — average wage rate index,

Lp - average labour productivity index,
Emp - average employment index

Cl - capital intensity index.

Productivity is an important factor influencingettvage rate.
Because, productivity provides a convenient stgrfoint for the
theory of factor prices. However beyond a certaaigavlevel which is
higher than the labour productivity brings abouitjthe opposite
results-inflation. Improvements in wages can reso#inly from
increased productivity. Increase in wage shouldltasainly from
productivity increases so that inflation would nirolled. So this
variable included in the model and the expecteah %if labour
productivity is positive.

Over the years, industrial laborers have organizechselves
into trade unions. The demand for high wages invthke of rising
pricing and rising cost of living has often beech® by trade union
action. Industrial disputes affect employees angleyers engaged in
any manufacturing industry. Increase in wage eded to increasing
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labour supply but at the same time the demandafaur is becoming
low, Consequently employers are forced to cut tbeell of
employment. There is an inverse relationship betwegge rate and
employment. Hence, the expected sign of employmsemtgative.
Wage level mainly depends upon the skill of theksno A
worker is provided with better tools and machinenyl be more
productive than a worker who has inferior tools andchinery.
Improvements in the tools and machines take placa &esult of
technological advancement which leads to increasskill of the
workers. Here capital intensity is used as a pr@tjable for skill of
the worker. The expected sign of capital intenisitgositive because
the wage rate and the skill of the workers haveatirelationship.

TABLE 13
DETERMINATION OF WAGE RATE IN PIECE RATE
INDUSTRY

Sl Time Regression Co-efficients R?

No Period Bg B: B, Bs

1. 1982-98 | 4.273416* | -0.100801 | -0.044495 | 0.185690* | 0.32
(overall) | (0.391909)| (0.097104)| (0.052702)| (0.045879)

2. 1982-90 | 3.975477* | 0.048250 | -0.078458 | 0.147848* | 0.24
(Pre- (0.525562)| (0.114786)| (0.085262)| (0.045572)
reform)

3. 1991-98 | 3.890606* | -0.051098 | -0.033364 | 0.193500* | 0.38
(Post- (0.316015)| (0.079053)| (0.042558)| (0.045899)
reform)

Source: Computed from ASI sources of data.

Note:

1. Figure in parenthesis indicates S.E
2. *indicates 1 per cent level of significance.

WAGES TRENDS IN PIECE RATE INDUSTRIES:
From the table 13, the results suggest that daptensity is
positively influenced by wage increases. On theeothand, labor
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productivity and employment exert a negative inflceeon wage rate.
However both labor productivity and employment atatistically

insiginificant.
Our statistical analysis reveals that capitalnsisy that is the

skill of the worker really increases the level diiges. There is no
doubt about increase in capital intensity whichkevenhanced efforts

by labour, but there are other factors also suamasagement style
and sturcture, production system which provide dbetent within

labor effort could result in increasing efficieranyd productivity. Our
previous results suggested that the growth ratabmiur productivity

and capital intensity have positive trends in altipds. This result

indicates that the increase in labour productiwis due to increae in

capital intensity. For both pre reform and posbmnef periods, capital
intensity is the only variable which is influencled change in wage

level in the piece rate industry group.

TABLE 14
DETERMINATION OF WAGE RATE
IN TIME RATE INDUSTRY

Sl . Regression Co-efficients 2

No Periods By B, B, B, R

1. 1982-98| 3.887874* | 0.242003* | -0.056158 | -0.005674 0.24
(overall) | (0.361058)| (0.060846)| (0.052429) | (0.030747)

2. 1982-90| 3.955045* | 0.236933* | -0.140900** | 0.533000*** | 0.38
(Pre- (0.405508)| (0.061809)| (0.061436) | (0.033244)
reform)

3. 1991-98| 4.037113* | 0.193530* | -0.035270 | -0.00040 0.16
(Post- (0.345034)| (0.060580)| (0.048649) | (0.034384)
reform)

Source: Computed from ASI sources of data.

Note:

1. Figure in parenthesis indicates S.E

2. *indicates 1 per cent level of significance.

3. **indicate 5 per cent level of significance.
4. **indicate 10 per cent level of significance.
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WAGES IN TIME RATE INDUSTRIES:

The regression analysis suggests that Labour ptiedy has
positively influenced wage increases for the peria882-98, (over
all) 1982-90 (pre reform) and 1991-98 (post refordgriables such
as employment and capital intensity are statidyiéakignificant for
the overall and post reform periods. But these stedistically
significant for the pre reform peiord. That is, doyment exerts a
negative influence on wages and capital intensity.

The main difference between piece rate and tinte ra
industries in terms of wage rate that is wage myaimfluenced by
capital intensity in piece rate industry group athe same is
influenced by labor productivity in time rate indiss. This may be
due to the time rate industries are mostly orgahized the trade
unions are strong and aggressive. The trade umiemsand higher
wages for any productivity increaes. But Piece iradestries have no
strong trade unions as the nature of productiaymsatation of work
process is different from time rate industries.
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ANALYSIS - 1l

The present study attempts to analyze the trenadsge and
related variables in piece rate and tune rate inigégsat the All India
level during the period 1982-98. This part of asedycovers the high
piece and time rate industries with six industiiesach category for
an in depth analysis towards the objectives o§thdy. A study about
the performance of individual industries is necessahave a better
understanding of the phenomenon as well as fod#li@eating the
area of remedial action for Industrial Wage Pollayorder to find out
the wage and productivity nexus at the individuaustry level, the
present section tabulates selected six major indgstach under high
piece rate and high time rate industry groups. They Cotton
Textiles, Leather, Matches, Beedi, Jute spinningj&ool spinning
industries have been selected for the categoryigif piece rate
industry group. Iron and steel, chemicals, sugament, tyre and
tubes and fertilizer industries which have beerdetd under the
category of high time rate industry group. The &&ar the selection
of industries for the present study has been guided number of
factors. Firstly these are major industries in é&ndbecondly these
industries are most suited with regard to the nremsent of
performances with more than 75 per cent of highlyce rated
industries and highly time rated industries in &di

TRENDS IN EMPLOYMENT, VALUE ADDED AND
CAPITAL

Employment is one of the important economic vagabl
attracted by the recent decades of changes thtdkang place in the
Indian Industries. A labor abundant country shaukike use of the
available labor force instead of spending huge armoticapital on
the substitutes to labor. Wage policy should bméa in such a way
as to create more employment in the country.
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TABLE: 15
Growth of Employment, Capital and Value added in he Price Rate and Time Rate Industries in India

S| Growth Ratqs in Percent
No. Industry Employment Capital Value added
1982-98 1982-90 1991-98 1982-9§ 1982-90 1991-98 203 1982-90 1991-98
Piece Rate Industries
1. | Cotton Textiles -1.94 -2.63 0.97 14.7 13.3 16.8 2.9 1.96 4.3
2. | Leather 1.34 29 -0.9 14.8 15.3 14.1 9.14 9.46 7 8
3. |Matches 3.1 1.9 4.7 18.9 11.0 30.3 115 8.4 15.9
4. |[Beedi 4.9 5.5 4.1 28.7 38.0 155 7.1 6.3 8.2
5. | Jute Spinning 0.45 2.2 21 155 19.8 9.5 1.9 3-2 7.9
6. | Wool Spinning 0.66 -0.34 21 29.7 33.9 23.7 13.7] 12.9 14.8
Time Rate Industries
.| Iron and Steel 11 2.2 -0.52 233 25.4 20.3 14.9 10.0 21.7
8. | Chemicals 5.3 25 9.3 23.1 23.6 22.4 11.9 10.5 411
9. | Sugar -3.4 -5.2 -0.8 24.4 27.7 19.7 145 12.6 217
10. [ Cement 3.6 4.3 25 28.7 37.7 15.9 23.1 30.5 5 12.
11. [ Tyre and Tubes 3.7 4.6 25 215 223 20.9 13. 12.1 14.9
12. | Fertilizer 21 14 31 21.8 21.2 22.7 11.2 10.9 115

Source: Computed from the ASI Sources of Data
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The period of study is divided into two sub periods
1982-1990 and 1991-1998. The first sub period esldab the pre
reform period and the second period is post refoeniod. The table
shows that the annual average growth rates of gmmaot during the
post reform period are higher in the piece ratai$tries during the
pre-reform period except Beedi and Leather. It vé&dent that
especially the small industries such as matche®ardi have higher
growth rate of employment than others industrieenduthe post
reform period.

But if we examine the time rate industry, growthesaof
employment, it is found that the growth rates fibrtlze industries
have fallen during the post reform period excepensicals and
fertilizer. The iron and steel and sugar industgveéh achieved
negative growth rate of employment during the pe&rm period.
Sugar industry in particular has achieved negativewth rate
employment during pre reform and post reform pevidtbwever the
sugar industry has registered a substantial regovem negative
employment of -5.2 percent to -0.8 percent durimg post reform
period.

The major difference between the piece rate and tiate
industry was the growth rate of employment forthd piece rate
industries which have positive sign in the posbmerf period.

Regarding the growth rate of capital, it is fouhdttthe wool
spinning industry registered the highest growtlk @t29.75 percent
during the period 1982-98. The growth rate of adr all piece rate
industry group was positive for pre and post refop@riods.
The growth rate of cotton textiles and matchesrdyte post reform
period is higher than other industries during the @form period.
The average annual growth rate of capital alone matgced a
substantial group from 11 percent to 30.3 percent.
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All the time rate industries have registered highwgh rates
during the study period. The growth rate of caght registered only
marginal decrease during the post reform perioth@se industries.
But the same in all the industries, growth ratesrauch lower than
pre reform period except fertilizer industry.

Both piece rate and time rate industries have gelig@igher
growth rate of capital than employment during thelg period. But
the growth rates of capital has registered margilealrease in post
reform period for Indian manufacturing sector imgeal.

It is evident that the growth rate of value added &ll
industries has increased during the post reforiogén all piece rate
industries. The match industry shows a very higiwjn rate in value
added during pre reform period from 8.4 percentl58 percent.
The interesting point is to note that the growtie &f value added for
jute spinning is -2.3 percent during the pre refpariod, but it is 7.9
percent during post reform period which is a pesitisign of
improvement.

The industry wise growth rates of value added fbrthee
industries have marginally increased during the peferm period for
time rate industry group except cement industrye dément industry
in particular has achieved high growth rate in gadded during pre
reform period, again the growth rate has fallenimtupost reform
period from 30.5 percent to 12.5 percent.

It is found that the growth rates of value addeddi the
industries are high and there is significant imgmoent in their
overall level of performance during the post refgreniod.

TRENDS IN PARTIAL PRODUCTIVITIES AND CAPITAL
INTENSITY:

The following table presents the growth of Partial
Productivities, capital intensities and labor prctdidties during
1982-1998.
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Table: 15

Growth of Partial Productivities, Capital Intensity and Total Factor Productivity

Industr Employment Capital Value Addec

y 1982-98 1982-98 1982-9C 1991-98 1982-98 | 1982-9C [ 1991-98 [ 1982-98 [ 1991-98
PieceRate Industries
Cotton Textiles -1.94 -2.63 0.97 14.7 13.3 16.4 2.9 1.9 4B
Leather 1.34 2.9 0.9 14.8 15.3 14.1 9.14 9.4b 8y
Matches 3.1 1.9 47 18.9 11.0 30.3 114 8.4 158
Beedi o 4.9 55 4.1 28.7 38.0 15.5 7.0 6.3 8.1
Jute Spinning 0.45 22 21 155 198 95 19 2§ 74
Wool Spinning 0.66 034 21 29.7 3.9 237 13f 128 148
Time Rate Industries
Iron and Steel 1.1 2.2 -0.52 233 25.4 20.3 14. 10p 21|7
Chemicals 5.3 25 9.3 23.1 23.6 22.4 11.9 10.5 141
Sugar 34 5.2 0.8 24.4 27.7 19.7 14 4 126 17]2
Cement 3.6 43 25 28.7 37.7 15.9 23.1 30.p 12]5
Tyre and Tubes 37 46 25 215 223 206 134  12f  14p
Fertilizer 2.1 14 31 218 212 227 114 10p 115

Source: Computed from the ASI sources of Data
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Regarding the growth rate of capital intensityisibbserved
that the figure shows mixed trend during 1991-@8cdtton textiles,
leather and matches in the piece rate industrymridhas increased.
Particularly in the match industry a sharp incresseoticed from
9.14 percent to 26.7 percent. This result indicdled piece rate
industries, formerly labor intensive, have adoptegital intensive
techniques in the post reform period. On the whethigtly speaking,
it is found that capital intensity seems to be @iutactor that has
resulted in increasing value added.

The interesting point is to note that the growtle & capital
intensity is found to be increasing in some indastand marginally
declined, in some others in piece rate industoaldl the time rate
industries during 1991-98. For both piece rate dimle rate
industries, it is observed that the growth rateagital intensity has
mixed trend during the post reform period, posit@fect on labor
intensive industries such as cotton textiles anttinees.

On the other hand, the growth rates of labor prtvdtc has
registered marginal increase during post reforniogefor all piece
rate industry groups. Interestingly in the jutengyig industry a sharp
increase is noticed from 0.9 percent to 7.9 perdening the post
reform period from pre-reform period.

But in time rate industry group, the industry wigewth
rates of labor productivity during the post refoperiod are found
that growth rates for all the industries have fall&cept iron and steel
industry. This may be due to inefficient use ofcarctive resources in
the post reform period. Moreover, most of theseigtides are run by
government and quasi government. The growth rafedatwor
productivity for both time rate and piece rate isitly groups are
positive in the study period. The positive trendiabor productivity
may be due to the positive growth of capital iniigrduring the study
period.
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Regarding capital productivity, it is found thatl dahe
industries have achieved negative growth rate dutie study period
for both piece rate and time rate industry grotisyvever, the table
shows that the average annual growth rates ofatgmibductivity
during the post reform period are lower with negasign than the
pre reform period. This finding indicates that thex improvement in
capital productivity with the liberalization proces

The following Table presents the average annualit@ap
Output ratio of the selected six piece and six tmag industries
during 1982-1998.

TABLE: 17
AVERAGECAPITAL OUTPUT RATIO

SI.No. Industry 1982-98/1982-9(0 1991-98
1. |Piece Rate Industries 2.6 1.8 3.8
2. |Leather 1.8 15 2.4
3. |Matches 0.92 0.77 1.15
4, |Beedi 0.13 0.08 0.2
5. | Jute Spinning 1.29 0.94 1.8
6. |Wool Spinning 1.56 0.92 2.6

Time Rate Industries
7. |lron and Steel 4.8 3.1 7.4
8. |Chemicals 2.5 1.9 34
9. |Sugar 1.9 1.3 2.9
10. [Cement 4.1 3.2 5.6
11. | Tyre and Tubes 2.3 1.6 3.6
12 |Fertilizer 3.2 25 4.4

Source : computed from the ASI sources of data.
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The concept of capital-output ratio expresses thiationship
between the value of capital investment and vafitput obtained.
This shows that the average capital output ragd@w except cotton
textiles 2.6: 1 during the study period for pieagerindustry group.

The average annual capital output ratio duringpthst reform
period are mostly higher than that of the pre mfoperiod.
The growth rate of value added have also incredggdg this period.
The low capital-output ratio indicates that thecpigate industries
which were operating under labor intensive techesguave adopted
modern technology in the post reform period.

The time rate industry wise capital-output ratiowh that the
average capital-output ratios are high except sagaistry during the
period 1982-98, In sugar industry, the average ancapital output
ratio during the post reform period was higher thizet of the pre
reform period. Both piece rate and time rate indesthave a
tendency for up gradation of technology towards empnization
during the post reform period. Thus it may be irddrthat the new
economic policy led to increase in output due twaase in capital in
Indian Industries.

TRENDS IN GENERAL WAGE LEVEL:

The basic objective of economic planning in Indidd raise
the standard of living of its people. All developrted activities taken
up under the five year plans are geared towardsthjective.

The piece rate industry wise per capita averagewagnings
of industrial workers at constant prices were presgin table for the
period 1982-98. Average per capital real wage ofkexs in the
cotton textiles is Rs. 11,798 during the study gquknvhich is the
highest wage among the piece rate industry groupge ihatch
industry has Rs.3649 as average wage of workeiagitiie study
period which has the lowest wage. The average viadghe post
reform period are higher in piece rate industrieant during the
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pre-reform period. But rise in wage level during thost reform
period has been marginal at constant prices.

It is evident that the average wage level forlad time rate
industries together has marginally increased froenrpform to post
reform period. It is found that the average wagell®f time rate
industries have higher than that of piece ratestighgroup during the
study period. On the whole, the over all analy$§iwage levels seem
to have significant difference between the piede emnd time rate
industry groups.

The piece rate industry-wise share of labor in @added are
found to be above 50 per cent during the studyopegxcept
wool-spinning. The labor intensive industries ldaton textiles, jute
spinning and Beedi industries have higher shavalime added during
this period. It is observed that a remarkable desgen the share of
labor in value added from 1982-90 to 1991-98. #uigorising to note
that the labor share exceeds value added for piteniag as this
industry is struggling for existence over decades.

In the time rate industry wise share of labor ilueaadded, it
is observed that all the industries have beloweébcent. This result
indicates that the time rate industries are capitahsive in nature.

It is also found that a notable decrease in therlabhare in
value added from 1982-90 to 1991-98 for both prate and time rate
industries. This indicates that these industriesteansformed from
labor intensive into capital intensive.

The table shows that the growth rate of wage ratiece
rate and time rate industry groups. The averageamnowth rates of
wage rate during the study period are very meageepe Beedi
among the piece rate industry group. If we exanihe over all
industry-wise growth rates of wage rate for pieste industry group,
one can find that the growth rates for all the stdes have fallen
during the post reform period. The textile industryparticular has
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achieved a negative growth rate which was 0.48gp¢ré\t the same
time, the growth rates of labor productivity of $skeindustries are
increasing in the period of liberalization.

The time rate industry-wise growth rates of wagée ra
increased marginally during the post reform peggrdept in iron and
steel. At the same time, the growth rate of labmdpctivity had
declined during this period.

The point is to note that the growth rate of wage rs falling
when labor productivity is increasing in the pieage industry' group.
At the same time, the growth rate of wage is dediwhen labor
productivity is fallen in the time rate industryogip. This analysis
indicates that the wage has not increased withr lpbaductivity in
piece rate industry group, but in time rate indughoup, wage rate is
reduced with labor productivity level.

The piece rate industry wise growth rates of TFEndupost
reform period are higher than those during prerrefperiod except
Beedi industry and cotton textiles. The textile ustty and wool
spinning industry have achieved a negative groif~® during post
reform period.

It is found that the growth rates of TFP during tpeform
period are higher than the pre reform period fon iand steel, sugar
and tyre and tubes industries in time rate indugtoyp. It is observed
that the growth rate of TFP during the post ref@eniod are lower
than the pre reform period for chemicals, cemerd &antilizer
industry. Thus there seem to be a fluctuating gnopéth of TFP in
Indian Manufacturing sector.

Determinants of Wage Rate:
(Selected High Piece rate and time rate industries)

In order to find out the nature of the relationshigtween
wage rate and related variables such as prodygtemployment and
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capital intensity, assuming a log linear multiptgression model is
fitted. This model is given by
Logw=B0 + Bl log Lp + B2 log Emp + B3 log CI

W - Wage Rate

Lp - Labor Productivity Index
Emp - Employment

Cl - Capital Intensity Index

During the overall period, it is found that there mo
relationship between labour productivity and wagte rfor all the
piece rate industries under study. The variable leyngent is
significant in jute industry only, but capital intgty is positive when
related to the wage rate for all the piece ratestries except matches
and Beech. The performance of workers and thdiriskmportant in
determining wage rate in piece rate industry graupng the study
period (1982-98). The insignificance of capitaleimsity in matches
and beedi may be due to these industries operatddr uabour
intensive technique.
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TABLE: 18
DETERMINATION OF WAGE RATE IN INDIAN PIECE RATE IND USTRIES

Regression Co-efficients
Industry 1982-98 1982-90 1991-98
BO B1 B2 B3 R BO B1 B2 B3 R BO B1 B2 B3 R
1. Cotton 5.989* -0.177 -0.257 -0.0824** 0.72 4.109* -0.122 0.00245 0.226* 0.91 6.778 -0.08113 -0.399 0.0241 0.17
(0.792) | (0.090) (0.55) (0.045) (0.719) | (-0.078) | (0.124) (0.044) (3.621) | (0.141) (0.666) (0.075)
2.Tannery 3.409* | 0.535 0.0941 0.119* 0.80 5.214* -0.103 -0.396** 0.366** 0.84 3.409* 0.05357 0.09413 | 0.119* 0.80
(0.734) | (-0.815) | (0.147) | (0.056) (0.662) | (0.079) (0.159) (0.076) (0.734) | (0.090) (0.147) (0.056)
3. Matches 4.051* | 0.103 0.0144 0.0163 0.30 4.051* 0.103 0.01449 0.01639 0.29 2.041 -0.0616 0.597 0.0635 0.66
(0.532) | (0.076) | (0.139) | (0.054) (0.531) | (0.076) | (0.137) (0.054) (1.214) | (0.093) (0.284) | (0.078)
4. Beedi 2.304 0.408 0.156 -0.00374 0.13 -6.959 1.662 1.067 0.162 0.31 3.815* 0.0442 -0.06264 | 0.0919 0.80
(2.869) | (0.494) (0.307) | (0.126) (7.551) | (1.131) (0.753) (0.208) (0.824) | (0.156) (0.1551) | (0.88)
5. Jute 5.468* -0.107 -0.263** | 0.181** 0.84 2.498 0.186 0.200 0.0849 0.76 3.570 0.5049 0.102 0.0962* 0.84
spinning (0.598) | (0.087) | (0.131) | (0.037) (1.465) | (0.212) | (0.363) (0.085) (0.977) | (0.118) (0.249) | (0.051)
6. Wool 3.570* 0.505 0.102 0.0963** 0.84 6.087* -0.710 -0.400** 0.448** 0.80 4.540** | -0.0245 0.040 0.117 0.33
Spinning (0.977) | (0.118) (0.249) | (0.051) (0.897) | (0.119) (0.20) (0.052) (1.235) | (0.366) (0.278) (0.257)
Source: Computed from ASI sources of data.
Note: 1. Figure in parenthesis indicates S.E

2. *indicates 1%
3. **indicate 5%

level of significance S.E.

level of significance S.E.
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The total value of capital for those industries wasy
meagre. The positive relationship between laboodyetivity and
wage rate have not been observed in Indian pi¢eaéndustry group
during the pre-reform period. The coefficient of ppayment is
negative and significant for the tannery and wpahising during this
period. This explains that any increase in wage lestds to reduction
in employment in these industries. The capitalrisity is positively
related to the wage rate in cotton, tannery andlwpmning It is
indicated that the skill of the worker plays majole in determining
wage rate in piece rate industry group during tigerpform period.

In piece rate industry group, the labour produttivé not
influencing level of wages during the post reforenipd. There seems
to be no evidence of the key variable employmetteitermining the
wage level during the post reform period.

The following table presents the results of theresgion
analysis related to the determination of wageiratee selected high
time rate industries.
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TABLE: 19
DETERMINATION OF WAGE RATE IN INDIAN TIME RATE INDU  STRY GROUP

Regression Co-efficients

Industry 1982-98 1982-90 1991-98
BO B1 B2 B3 R BO B1 B2 B3 R BO B1 B2 B3 R
1. Iron & -1.305 0.250** -1.055* | -0.00038 0.69 4.395* | -2.068 0.0626 0.265* 0.74 -4.610 0.188 1.490 0.222 0.88
Steel (2.050) | (0.135) (0.424) | (0.071) (2.136) | (0.178) (0.419) (0.081) (2.910) | (0.379) (0.590) (0.424)
2. 5.430* -0.386 -0.0658 0.303* 0.62 5.513 0.375 -0.0635 0.274 0.60 7.627* | -0.813 -0.137 0.388 0.43
Chemicals | (0.915) | (0.190) (0.187) | (0.105) (4.424) | (0.327) (0.900) (0.214) (2.113) | (0.633) (0.378) (0.481)
3. Sugar 8.048* | -0.151 -0.944** | 0.368** 0.95 5.84* 0.08356 -0.673** | 0.322** 0.97 2.116** | 0.129*** 0.993* 0.0145 0.94
(1.189) | (0.182) | (0.176) | (0.094) (1.652) | (0.221) | (0.228) (0.185) (0.645) | (0.054) (0.144) | (0.043)
4. Cement 3.386* | 0.819 0.143 0.05044 0.83 3.798 0.190 -0.0181 0.0140 0.87 3.450* 0.200** 0.105 0.304** 0.92
(1.024) | (0.078) (0.254) | (0.086) (2.651) | (0.111) (0.663) (0.178) (0.649) | (0.060) (0.136) (0.066)
5.Tyre and | 4.551* 0.123 -0.194 0.105 0.64 3.647* 0.149 -0.0806 0.150** 0.91 4.108** | 0.0955 0.395 0.165 0.46
Tubes (0.878) | (0.118) | (0.177) | (0.082) (0.730) | (0.092) | (0.145) (0.062) (1.743) | (0.302) (0.378) | (0.258)
6. Fertilizer | 4.640* 0.0337 0.270 0.244* 0.91 -0.4512* | 0.0724 -0.322** 0.352 0.96 3.057** | -0.0964 0.136 0.131 0.82
(0.691) | (0.088) (0.182) | (0.053) (0.866) | (0.111) (0.163) (0.058) (0.964) | (0.094) (0.257) (0.065)
Source: Computed from ASI sources of data.
Note: 1. Figure in parenthesis indicates S.E

2. *indicates 1%
3. **indicate 5%

level of significance S.E.
level of significance S.E.

85




Industrial Wage Policy in India

In time rate industry group, it is found that thebdur
productivity has influenced the wage rate in Irow &teel industry
during the period ( 1982-98) It is observed that éimployment has
negatively influenced on the wage rate in Iron &belel and Sugar
Industry during the study period But the capitakemsity is more
influencing variable than labour productivity inechicals, sugar and
fertilizer industry. There is no relationship beemewage and other
related variables is found in cement and tyre abdg.

The relationship between the labour productivitg avage
rate has not been observed for all these industtiging the
pre-reform period. At the same time the capita¢émsity index has
impact on the wage level for these industries etxcapmicals and
cement.

During the post reform period, the labour produttiwas
been found to be significant in the sugar and cenmnelustry. But in
cement industry the same coefficient is negatibe. ifiteresting point
is to note that employment has positively influeheeages in lron
and Steel and Sugar industry during the period. cetpital intensity
has been found to be a significant variable in cenmelustry alone.
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SUMMARY OF FINDINGS, CONCLUSIONS
AND SUGGESTIONS

The present chapter provides a brief summary oktréer
chapters. The fust section gives the summary amddhond section
gives the major findings of the study and the trsettion gives
suggestion.

The need for a National wage policy for the develept of
the country and for raising the standard of livisfgthe people has
been under the consideration of the Governmergute some time.
Wage policy implies that there should be a normrésising wage
rate and there should be a well accepted sociglogerfor effecting
change in the wage rate or wage structure. Intiemeltexperience
reveals that the Government directly (or) indinedtifluences wage
determination process in most of the countries.dileenmas of wage
policy is especially true in the nations, such rdid, which seeks
rapid economic development by essentially demaxrratieans.
In practice, region cum industry norms have comeb¢owidely
accepted as a rational reference point for wagerénation of
industrial workmen.

Indian labor force size is more than half of iGhina's which
stands second m Asia. Whereas all other countnig¢isel Asia have
only less than one fourth of Indian labor forceesikhis point makes
us think about the need for having a National waglecy in India.
Thus, various aspects of this study on wages bea@ssential for
India.

Industrial disputes refer to the differences thiiéch the
groups of employees and employers engaged in thesiry. Wages
have been and will continue to be. the single majbistantial issue in
industrial disputes. This cause alone has aceduiar about one

87



Industrial Wage Policy in India

third of selected disputes in the country. Thus eanetudies on
industrial wage structure is Very much needed.

Wage may be defined as the price paid for the cesvi
rendered in production by the labor. Industrial kmoen prefer money
earnings to non-cash benefits inspite of erosiomohfey earnings.
Wages are paid by different methods Wages are mexhdwy the
period of time the workers employed and in someegdsy the
contribution made by the labor to the output whgcimeasurable. The
former is called time wage payment system and dker lis called
piece wage payment system.

Piece-rate provides incentive and is a lever taeimse
production, benefiting all the parties concernetie Tmajority of
workers prefer piece-rate as it gives them higlaeniag than under
the time - rate. The chain of advantages genelatédensures higher
efficiency and satisfied and committed work-forcéhe only
compliant that the workers have, and it is a gemuaine, is that the
piece-rate causes fluctuation in earnings and cpresely creates
income uncertainties.

In Japanese Textile industry, the system of tinadesds
prevalent. One set of opinion is opposed to itheground that the
provision of time scale is not an adequate incentdv raise labour
productivity. Any time-scale, with suitable efficiey bars, will be a
system of incentive wage, and will make the wor&omore
committed to the job as the increments depend elydrs put in as
well as efficiency.

Wage analysis combining these industries with vayyi
percent of workers on piece and time rate revealntbst common
problems and also after solutions to frame wagieypot India.

Productivity should be viewed as a mult-faceted
phenomenon. Sources of productivity will includepmvements in
technology, management and the quality of humaouress. To
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consider the contribution of labour in isolation wieb be a very
limited approach, there is a need to realize whadyctivity can do to
employees of all categories, and what they can admprove
productivity.

Productivity is an important factor that influendesrease in
wage level. The basic objective of the presentysisito analyze the
wage and productivity trends in 146 Indian Indesticovered at three
digit level (ASI) during the period 1982-83 to 1998. The selected
146 industries were divided into two groups namgiyce wage
system and time wage system during the period 833@-1997-98.

In order to find out the problems in detail at thdividual
industry level, the present study has selectednsivstries each for
piece rate and time rate industry groups. Cottoxtils, Leather,
Matches, Beedi, Jute spinning and Wool spinningistiies have
been selected for the category of piece rate ingdgsoup. Iron and
steel, chemicals, sugar, cement, tyre and tubetesatiitzer industries
have been selected for the category of time rabasimy group,

MAJOR FINDINGS

The growth rate of employment in the post reformqueare
slightly higher than that of pre reform period iothp piece rate and
time rate industry groups.

The growth rate of capital was higher in the pieat
industry group when compared with time rate indusgroup
especially during the post reform period that iarhye60 percent of
selected industries have above 30 per cent of gromte during the
post reform period in the piece rate industried, Bearly 40 per cent
of selected time rate industries have above 5@gmirof growth rate
of capital during this period. This result indic#tat huge increase in
investments in the piece rate industry group maytheeresult of
liberalization process. Generally, the growth rafe capital has
increased in the both time rate and piece ratestnglgroups in India.
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Multi-skilling is now welcomed in the context of
liberalization, calling for updating of technologyprkers have now
realized the need for acquiring skills in more tlwgi@ operation. In
the view of new technology, many of the existingi@ions might be
found redundant rendering some workers surplughétsame lime
new hands may also have to be recruited. The warkberefore,
have started showing interest in learning new skitiabling them to
continue in service in the same industry.

There is no significant difference between the @iete and
time rate industry group in terms of growth ratealue added during
the study period. It is also found that the grovetes of value added
for both time rate and piece rate industry groupssatisfactory and
positive during the study period.

For piece rate industry group 72.6 per cent of ctete
industries have wage rate ranging from Rs.5000stdlB000. Nearly
88 percent of selected units have wage rate lessRB. 10000 and no
industry has wage rale more than Rs. 15,000 ataoigrices. There
should be effective implementation of minimum wagéicy in piece
rate industries.

In lime rale system, nearly 75 per cent of seleatedstries
have a wage rate more than Rs.10000. Nearly 4@pieof selected
industries have a wage rate more than Rs. 1500@glthe study
period. After reforms it is seen that the wage hatee been increased
both piece rate and time rale industry groups.

In both time rate and piece rate industry groujs, a@bserved
that there is a declining growth of wage rate & plost reform period
as compared to the pre-reform period. The sizeroivth rate of
wages of both industry groups are moving in theespath.

The average capital-output ratio of the tune ratdustry
group was higher than that of piece rate industoyp in this study.
The new economic policy has led to an increashercapital-output
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ratio in Indian manufacturing industries. The inlmotion of complex
mechanization and automation is leading to thepgisarance of
unskilled labour and narrowing the distinction betw skilled
workers.

The interesting point is to note that the sharevafes in
value added in time rate industry group nearly &qgent of selected
industries had 50 per cent of share in value adtfeghiece rate
industry group, nearly 50 percent of selected itrtess have above
the 50 per cent of share in value added. It is @ltserved the share in
wages in value added for piece rate and lime ralagtry groups had
declined during the period of liberalization praxes

For both piece rate and time rate industry grous found
that labor productivity had positive trend durirte tstudy period
which may be mainly due to increase in capitalrisiy. In the
context of rapid technological development it ikely that the
distinction between the blue collar and white aoenployees may
disappear with the passage of time because of ekang the
manufacturing process and the requirements of s&ithposition in
future.

It is observed that both the time rate and piete iralustry
group have negative trend in capital productivityidg the study
period and there is no impact of liberalization thvese industry
groups. A similar finding was observed by Mr.Zilengh Goyat
which states that "the decline in capital prodLittiis associated with
increasing capital intensity in Indian Industrigsai matter of great
concern”.

It is found that 62.7 per cent of selected indastin piece
rate industry group have negative trend in TFPGQHerstudy period
and also there is no improvement in TFPG in pokirme period.
India's poverty is the outcome of poor productivithe poverty of
productivity extends to labour, capital and usenaterials on the one
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hand and management and administration on the. afeatk norms
of productivity emanate from the basal values ef tlations present
culture.

It is observed that 76.6 per cent of selected imehssunder
time rate industry group have negative trend in @EfNng the study
period. But liberalization process has had posiéffect on TFP in
time rate industry group as it has curtailed thgatige trend.

CONCLUSIONS

In short, our industries are characterized by dewi capital
productivity, declining rate of return on capitaldancreasing capital
intensity. Such tendencies may be countered bysiigyisuitable
industrial wages and price policies, better managgmfuller
utilization of excess capacity, by developing indteucture facilities
maintaining industrial peace and choosing suchndgy as is
suitable to our indigenous, conditions.

The Indian commission of labor concluded that '&ases is
money wages of industrial workers since indepeneléawe not been
associated with a rise in real wages nor havewage increases been
commentate with improvements in productivity" appgedo be
justified. Productivity improvements may resultrfr@everal sources
including technological change and improvementsthe rate of
utilization of plant/industry capacity. One of tdificulties implicit
in the use of productivity as a factor in wage dateation is a
cyclical nature of some industries and economiwiagin general.

It was felt that labor should be involved in thenfmilation of
productivity plans and their implementation, inchgl decisions on
technology. Labor will not be motivated to increga®ductivity
unless it has a say in determining the productivitgrovement plan,
with due regard to the repercussions on the wadef@articularly on
employment and related aspects. To develop apotductivity plan
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each enterprise should undertake exercises in ptigdy analysis,
measurement and monitoring. Parameters of prodiyctshould
include labor, capital, energy, materials, consuesb quality,
marketing, development of human resources.

On the concept of wages, it was felt that the pagkpt
should be rationalized. The bulk of payment muslibleed to the
outcome of work and this implies the notion of stanml
compensation for standard performance. This willfoathe creation
of an appropriate work culture, work attitude, coitnment and
behavior. The basic wage must be made the predatmai@ment in
the pay packet and this must be protected agaifiation. Ideally,
disparate dearness allowance system should bendspevith and the
wage rate itself should be adjusted against iwoffatiThis would
perhaps help in building the concept of standardesdor standard
performance and also help in eliminating problemisireg out of
disparate dearness allowance system in differenbise

All collective bargaining should be conducted withi
parameters in the form of guidelines to be laid ddy a permanent
national committee on wages. This committee shbaldripartite in
nature with representatives of the government, eyagps and unions
and aided by professional experts. These guideliomsd be
formulated on the basis of continuous collectionalgsis and
monitoring of data for various sectors.

Pay for knowledge and skill - these are systems liaae
come into vogue in the last four years and aredasehe idea that
workers rates of pay should be based on the nuofljebs they can
perform or the larger total number of job skilleyhpossess rather
than on the basis of the work performed on a padicday.
The system purports to provide employer benefittirey to greater
work force flexibility, leaner staffing, higher quit quality, lower
rates of absenteeism and turnover and higher ptiodyc
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The main difference between piece rate and time rat
industries in terms of wage rate that is the wagayninfluenced by
capital intensity in piece rate industry group athe same is
influenced by labor productivity in time rate indiss. This may be
due to the time rate industries are mostly orgahized the trade
unions are strong and aggressive. The trade umlemmsand higher
wages for any productivity increases. But Piece matlustries have
no strong trade unions as the nature of productiegmentation of
work process is different from time rate industries

SUGGESTIONS

There is also a need for harmony between sectods an
industries to prevent similar occupants in complaraegional/local
circumstances becoming aggrieved about perceiasqlities. This is
difficult to achieve until the complex phenomenarsunding wages
are viewed by the government with an open mind aiith a
multi-disciplinary approach.

India does not have a clearly defined wage pokcgm time
to time, however, certain policy regulation has rbéaid down.
The main aim of wage policy as we envisage is tegowages into
conformity with the expectation of a working clas® in the process
to maximize employment. The wage policy has todsenéd taking
into account such factors as the price level wharhbe sustained, the
employment level to be aimed at, requirements ofasgustice and
capital formation and need for growth.

In a planned economy, a positive relation betweages and
national income is to be established and it is tidee ensured that a
rising wage with rising national income does notate any
inflationary problem. Further, wages plays not cabgistributive but
also an allocate function.

A criticism of the 1948 Act relates to the reviefiananimum
wages. Even though the Act provides for at least fiearly review,
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the minimum wages are actually reviewed only at mimnger
intervals. Based on the evidence submitted thé,NCL concluded,
"we have come across several instances wherettdsehave not been
revised even once after they were initially fixetdsome cases, there
has been only one revision, thus defeating the maipose of the act
which is preventing the employment of labour agJew real wages.
No consistent and uniform policy guidance is avddafor wage
determination in the five-year plans.

An all inclusive "wage policy" would ideally incledspecific
measures on a large number of elements such asgsaand
investment, price stability, worker efficiency, imatal allocation of
labour, structure and level of wages, competitigsref the economy
in international markets, industrial peace andalqustice. However,
in the context of the present study the most reievssue is the
establishment of a proper wage-price relationshipmezans of a
suitable decision-making process.

A proper wages policy must ensure that a workes gath
increases as are conducive to economic growth gmesent a fair
share of the permissible increase in the consumpfithe nation as a
whole.

It is true that without reliable figures on produity, prices
and earnings, it will be difficult to implement wagrice guide posts
in the Indian situation. However, economists cakeran intelligent
estimate of the trend rates of there means vasabled that these
estimates can permit the application of a reasgrsind policy.

Unfortunately, the government's main contributi@s fbeen
in increasing the confusion, uncertainty and a leickredictability.
To mention, simultaneous commitment to collectieegaining and
adjudication, an unconvincing change in attitudenfrone of the
support of industrial wage board to an indifferetioward it; an
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attitude of ambivalence on the issue of a heedebaseimum wage;
a wavering response to the need for a wage-priteypo

To sum up, unsettled industrial relation in whidthlabour
unions and employees are losing confidence and ifaithe existing
institutions and in which workers can only be disioned. The time
is perhaps over due for the entire system of im@selation to be
revamped and put on a rational basis for a govemhpuadicy that will
be founded upon a general consensus among labayngyni
management and employer organization and othensected with
the labor relation institutions and practice.

It is felt that there was a need for the generatibreliable
and timely micro productive data by the enterpritelf and
aggregate productivity data by government agencléwm labor
bureau, CSO and NPC could cooperate in this taspfocess could
be facilitated through networking. It would be nesary to make
adequate provision of resources for such an exercis

Two tier wage system have become numerous ovepdbie
six years. They come in two forms where new emmey#or a period
of time, work for lower wages than senior workefhie wailing
period may run between two years and five year®orbehew
employees get the full rate of older workers. Pewena plans provide
that junior workers will never catch up with the@nior colleagues.

Two - tier wage system was negotiated in recentsyalang
with or instead of wage freezes, with the two sigstem agreed lo as a
way of avoiding wage cuts for workers currently éogpd, they have
proven to be hard on morale and cause divisiveraaesng
employees. As the number of workers receiving theel wage
increases, it is more likely the lower tier will diminated, with
higher paid workers requiring to give up a wageease while lower
paid employee catch up.

96



Industrial Wage Policy in India

It is necessary to recognize the need for ensutat) no
employee in any sector of the economy should beé wages which
fall below the poverty line. Efforts are neededdentify the sectors
in which per capital wages fall below the povemelwith a view to
diverting a part of the productivity gain in suchc®rs to the
employees whose wages fall below the poverty line.

The ability of workers to protect themselves frdma tecline
in the purchasing power of the rupee depends orateef increase in
money earnings. The ability is usually measuredeims of the
magnitude of real earnings worked out on the bafihe relevant
consumer price index numbers.

Linking of wages with productivity has also pavedywfor
employees identification with the organization &edter team work.
Although individual capability and motivation is portant,
efficiency as a group will act as a multiplier faicfor productivity
gains.

Considering the complexity of today's organizatitris not
possible to design an effective wage structureelinto individual's
productivity. It is however feasible to measureduativity of a group
and establish linkage with earnings.

Instead of linking productivity with basic wagestture, it
would be desirable to have a uniform wage structime the
organization as a whole with variable productivitjked earnings
specific to particular industry.

Linking earnings with productivity is just one ohet
approaches towards optimizing human productivity. iAtegrated
strategy encompassing other components of humapunes
development will ensure development of productivdtyture with
cascading effects leading to maximum gains in teomachieving
individual and organizational goals.
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The pace of industrialization has nol Keen and ti§ s
inadequate to meet the needs of the growing papolét India the
disparities in the industrial development are glsitge. A number of
economic, political and social factors contribueards the widening
of regional disparities in industrial developmentndia.

The most recent phase of liberalization starteduily 1991
failed to leave any marked impression on the grosfttotal factor
productivity and labor productivity of Indian mamagfuring sector at
all India and state levels. The phenomenon of gtroapital
deepening and growing capital inefficiency has b&mmd to be
established in Indian manufacturing sector.

The liberalization programme promoted The procets
capital deepening which in turn brought only thefiiciencies in the
use of labor and capital inputs. The distortionshie labor market,
productive trade regime and biases in policy towdhd choice of
capital intensive projects are the predominant ofactwhich
intensified the capital deepening process in Indignufacturing
sectors. The fine Inning of ongoing liberalizatigmivatization and
globalization programme is thus needed to imprieeetficiency of
factor inputs in the Indian manufacturing sectorthis direction the
greater use of appropriate indigenous labour intertechniques of
production becomes a requisite to enhance effigieh€actor inputs
and economies of scale.

There is an urgent need to remove the prevailistpdions
in the labor market. The removal of labor markettaftions will
encourage the use of appropriate input mix througkater
substitution of labor for capital and thus enhatieeemployment in
The manufacturing sector. The labor saving biash& technical
progress should be wiped out by encouraging thécagipn of labor
intensive techniqgues on wider scale. The approathgreater
application of labor intensive technique is congiuvith the factor
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endowments of the Indian stales and will ease thablpm of

unemployment. In order to induce a switch over fraapital

intensive techniques to labor intensive techniqties,government
should subsidies the technological developmenttherfabrication
and diffusion of appropriate indigenous labor isiga techniques of
production.

There is an urgent need to evolve an efficiencented
industrial strategy for destroying the realm of fiisgencies in
production process that might have emerged in thdiah
manufacturing sector during past five decadesarimhg.
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APPENDIX -

NIC CODE - INDUSTRIAL CLASSIFICATION IN INDIA  -1970/1987
1970 | 1987 70 | '87 70 | '87 70 | '87 70| '87
200 200 246 | 246 287| 287 323 328 361 361
201 201 248 | 248 288| 288 324 324 362 362
202 202 250 | 250 289| 289 32 32b 363 363
203 203 251 | 254 290 290 326 326 370 370
204 204 252 | 257 291| 291 HSpR7 371 | 371
205 205 260 | 260 292| 292 329 329 3716 376
206 206 261 | 261 293| 293 330 33D 3715 375
207 207 262 | 262 294| 294 332 33 376 376
208 208 263 | 263 299 299 333 338 377 377
209 209 264 | 265 300 310 334 334 378 378
210 210 266 | 267 301 311 33% 33b 379 379
211 211 267 | 268 302| 312 336 33p 380 35]30
215 216 269 | 269 303| 313 339 339 381 32151
216 217 270 | 271 304| 314 342 34 382 3452
217 218 271 | 270 306 318 343 348 383 3453
219 219 272 | 273 307| 319 348 346 385 3456
220 220 273 | 272 310| 300 349 349 386 32156
230 230 274 | 274 311 301 350 35D 387 32157
231 235 275 | 275 312| 303 352 352 389 389
232 236 276 | 276 313| 304 353 358
233 231 279 | 279 314| 305 354 354
234 232 280 | 280 317| 307 359 35
235 233 281 | 281 318| 308 356 35p
236 234 284 | 284 319| 309 357 35¢
241 242 285 | 285 320 320 358 358
242 241 286 | 286 321| 321 360 36D
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