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India's industrialisation plans and the associated labour problems have been widely discussed both in 
India and abroad0. Particular attention has been given to the considerations underlying official, industrial 
relations policy. 

The issues involving industrial wage policy, however, have suffered from relative neglect. Neither 
economic analysis, nor a systematic assembly of relevant statistical measures, has been in the forefront of 
attempts to define a wage policy appropriate to economic development. 

An exception is the pioneering work of Shreekant A Palekar, one of the leading students of Indian 
wage problems. Two monographs embody his contribution and sharply challenge the approach to wage policy 
embodied in official documents. 

This article is concerned primarily with developing the contrasting positions of Palekar and the autho
rities responsible for formulating and implementing a wage policy. 

This will be followed by an analysis of some recent developments which indicate new priorities for 
research and discussion in wage policy. 

[The author acknowledges the help that he received from Shri V N Krishnan in writing this article]. 

THE theoretical approach to wage 
policy is i m p l i c i t in the develop

ment s t rategy embodied in the v a r i 
ous five-year p l a n s . This calls for i n 
creasing the average and margina l 
rates of saving in the economy. The 
stress on capi tal accumulation has 
usually been interpreted to i m p l y a 
cur ta i lment of increases in personal 
consumption, including wage res
t ra int- However, discussions on this 
subject have also recognised, on 
grounds of indus t r i a l efficiency, the 

need for a m i n i m u m wage. The need 
for adequate differentials to encour
age sk i l l capial fo rmat ion is also 
generally accepted. The consensus is, 
however, more apparent than r e a l 
One must reconcile the objective of 
res t r i c t ing consumption w i t h the 
objective of a l lowing an increase on 
grounds of i ts inducement to product
i v i t y . Discussions on enforcing m i n i 
m u m wages have also been inconclu
sive, the advocacy of a higher min i 

m u m wage for those employed being 
qualified by a fear of employment 
consequences. It has also been argued 
tha t differentials are already too large 
and should be reduced even whi le the 

emphasis has been on encouraging 
the supply of scarce skills. The ins t i 
tu t iona l f ramework appropriate to 
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the requirements of a wage policy is 
also a mat ter at issue. This is p a r t i 
cularly, true in a country l ike I n d i a 

undertaking planned economic deve
lopment and a t t empt ing to integrate 
relat ively autonomous groups in i n 
dust ry and in the labour movement 
in to a common framework. The I n -
d :an approach to these problems is 
thus of some interest as it throws 
l igh t on how overall p lanning is 
translated into specific policy on one 
key issue, namely, wages. 

No Clearcut Pronouncement 
It is not possible, however, to dis

t inguish a single document as a 
clear cut official pronouncement 
spelling out the principles of wage 
policy as an in tegra l par t of deve
lopment planning. The major state
ments on wage policy were evolved 
before the commencement of plan
ning, A l though economic constraints 

were undoubtedly always present, the 
earlier statements were m a i n l y con-

cerned w i t h evolving a formula ac
ceptable to labour and management 
representatives in the industr ia l sec
tor rather than w i t h defining a wage 
policy as par t and parcel of overall 
economic policy. The policy of res
to r ing the pre-war ' 'm in imum' ' wage, 
the adoption of the " l i v i n g " wage as 
an u l t imate goal w i t h the " f a i r " 
wage as an intermediate one, the 
use of annual bonus payments bas
ed on the profits of enterprises to 
bridge the gap between the m i n 
imum and " fa i r " wage levels, and 

dearness allowances to compensate 
for increases in the cost of l iv ing , 
were a l l thus principles which had 
gained general currency before the 
advent of planning.2 

W i t h the adoption of the plans, 
however, the principle of wage res
t r a in t was stressed, but the earlier 
statements continued to be subscrib
ed to. N o r was the fo rmula t ion of 
wage policy centralized in the hands 
of the Planning Commission. Thus, 
even as late as 1957, af ter the com
mencement of the Second Five Year 
Plan, the M i n i s t r y of Labour issued 
a document defining wage pol icy and 
the 15th session of the Ind ian Lab
our Conference issued a cal l for the 
adoption of a Need Based M i n i m u m 
Wage as nat ional policy.3 We are 
left, therefore, w i t h only two at
tempts to define a wage pol icy as 
part of a development plan, namely 
in the f irst and second five year 
plans. The T h i r d Five Year Plan is 
devoted ma in ly to discussing proce
dura l details ra ther than issues of 
policy. 

Wage Resrtraint in First Plan 
The more detailed discussion of 

wage policy in the first t w o plans 
thus merits a br ief summary . The 
F i r s t Plan emphasized the need to 
res t r ic t consumption, but proceeded 
to call for restrictions on the r e tu rn 
to capital as we l l as labour, includ
ing in the former category retained 
as we l l as dis t r ibuted earnings and 
payments to management- Wage in -
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creases were opposed " i f it is re-
fleeted in costs of production and 
consequently raised the price of the 
product." Exceptions were recom
mended: 

to remove anomalies or where the 
exist ing rates are abnormally low; 
to restore the pre-war real wage, 
as a first step towards the l i v ing 
wage, through increased product
i v i t y resul t ing from rationalisation 
and the renewal or modernisation 
of plant. 

Other recommendations aimed at 
l u l l and effective implementation of 
min imum wages, compulsory savings 
f rom profit-sharing bonus payments 
to workers, scientific assessment of 
workloads, and standardization of 
wages wi thou t prejudice to equaliz
ing differentials for sk i l l , s t ra in and 
hazards for different jobs. For the 
rest, the statement called for a codi
fication of exist ing practice, perma
nent wage boards to secure appro
priate implementation, and improved 
avai labi l i ty of data. The official 
statement was clearly also influenced 
by a concern for two under lying con
siderations of social policy, namely, 
the overall "socialistic" objective of 
reducmg income inequalities, and the 
need for par i ty in the t reatment of 
capital (management) and labour. 

Second Plan Shifts Emphasis 
The Second Plan statement re

vealed some shifts in emphasis. There 
is a declaration favouring r i s ing real 
wages, but this is accompanied by a 

warn ing that, beyond the level of 
" m i n i m u m " wages, improvements in 
real wages "can result mainly' f rom 
increased p roduc t iv i ty" and should 
be related to "results." The prin

ciple is advanced tha t labour should 
be given an increase in wages as a 
function of improvements in product
i v i t y but there is no at tempt to re
late the rates of changes in these 
two measures more specifically. The 

' fa i r . " rather than the " m i n i m u m " 
wage becomes the standard of wage 
a t ta inments . The employment con
sequences for marginal units is rais
ed, but discussed only indecisively: 
it is not unequivocally accepted that 
a ( " fa i r " ) wage standard should be 
enforced which w i l l result in the 
closure of marginal units, but steps 
to improve their functioning, includ
ing amalgamation, are recommend
ed. The need for improved data and 
further studies is reiterated. 

Dr Palekar is not in disagreement 
w i t h what has been described above 
as wage policy impl ic i t in develop
ment strategy, but he criticizes the 
Planning Commission (and the Lab
our Min i s t ry ) for their fai lure to 
follow through w i t h explici t conclu
sions for wage policy. Economic and 
non-economic (such as social, p o l i t i 
cal and welfare) objectives are i n 
extr icably mixed up w i t h the result 
that wage policy is undefined, and 
implementat ion confused, ha l t ing and 
even self-contradictory. These points 
are supported by reference to the 
sins of omission and commission of 
Indian authorit ies in a catalogue 
which is too long to repeat here. Two 
charges are i l lus t ra t ive . Responsibi
l i t y is sometimes evaded by merely 
fa i l ing to deal w i t h an issue. Thus 
he argues: 

"Perhaps the most serious omis
sion in the section on labour po

l i c y , . . . is the fai lure to analyze 
an important problem l ike the 
wage problem and to make some 
clear policy statement on i t . . . The 
T F Y P [ T h i r d Five Year P lan] , in 
its section on labour policy, is at
t empt ing to enact Hamlet w i t h 
out the Prince of Denmark!" 4 

Confused t h i n k i n g is compounded by 
a lack of capacity for action and a 
tendency to procrastinate on major 
issues by poin t ing to the need for 
more studies and surveys. 

Implementation of Wage Policy 
Wage policy, according to Dr Pa

lekar, must clearly distinguish be
tween the compelling economic con
clusions and the problems of secur
ing implementat ion. Clear cut eco
nomic policies are dictated by the 
"inexorable" logic of the historical 
experience of the indust r ia l ly ad
vanced countries, notably the Uni ted 
States, the Uni ted Kingdom and the 
Soviet Union. The experience of 
"ent i rely different pol i t ical and eco
nomic creeds points to the same con
clusion" that in the early phases of 
development, industr ial workers suf
fered "severe hardships" or tha t the 
"real wages of workers and their 
share of factory output were not 
only not allowed to rise but even 
declined.. . ."" ' ' This is also the clear 
implicat ion for Ind ia w i t h i ts declar
ed objective of "socialism " 

The welfare overtones of "social
ism" are, however, another matter . 
The planners are crit icized for stat

i n g that a "socialist pa t te rn of so
ciety . . . . requires tha t a worker 's 
claims to improve his economic and 
social status be recognized," as it i n 
discreetly mixes up the poli t ics of 
wage f ixat ion w i t h i t s economics. 
One must quote h i m in f u l l to get 
the f lavour of his posit ion: 

"Even at the cost of repeti t ion, i t 
must be emphasized again tha t the 
objective of g i v i n g the worke r a 
' fa i r ' or due1 share of the nat ional 

income. . . .or, by implicat ion, of 
the net factory output, and thus 
reducing income inequali ty is not 
only different f rom the objective 
of providing h im w i t h the basic 
necessities of life, but. is even in 
compatible w i t h i t The problem of 
capital accumulation must, on an 
analyt ical plane, be clearly separ
ated from the problem of g iv ing 
the worker his due share in the 
factory output or f rom the s t i l l 
more different problem of reducing 
inequalities of i n c o m e . . . . I f capi
ta l format ion and economic deve
lopment are to be the overr iding 
goals of wage policy, then the pro
blem of industr ia l poverty must 
be tackled in physical terms out
side the ordinary f ramework of 
d is t r ibut ive mechanism. Wage po
l icy is thus faced w i t h a di lemma 
and must make a choice. Such a 
policy cannot simultaneously at
tain the t w i n goals of assisting 
capital format ion and at the same 
t ime of m a k i n g amends for the 
accumulated injustice of an unfair-
yet age-old social and economic 
system." 

Priority for Capital Accumulation 
This general f ramework provides 

the s ta r t ing point for a number of 
specific criticisms. The statements 
envisaging restrictions on the re turn 
to capital on a par w i t h restrictions 
on wage increases is thus a miscon
ceived a t tempt to muddle the econo
mics and equity of the problem of 
wage policy. The P lan statement 

advocating a "progressive narrow
ing down of disparities in the rates 
of remuneration of different classes 
of workers in the same un i t " is cri

ticized for i ts disregard of the need 
for widening differentials in order to 
faci l i ta te sk i l l format ion . In general 
the a t tent ion given to this subject 
is woefully inadequate. Some pre
plan statements, notably the policies 
incorporated in the Indus t r i a l Truce 
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Resolution of 1948 and the Report of 
the Committee on Prof i t -Shar ing in 
1951, also come in for c r i t i c i sm. The 
former proclaimed the principle that 
"a fa i r wage to labour must be the 
first charge on indus t r ia l produc
t ion," and the latter recommended 

tha t profi t -sharing be adopted to fur
ther industr ia l peace-

Palekar is c r i t i ca l of the concept 
of profi t -sharing as wel l as of the 
concept of ' fa i r wage.' The la t ter 
cannot be a first charge in Indian 
indus t ry and a development plan 
cannot equate profits and wages in 
view of the established p r i o r i t y for 
capi tal accumulation. The factual 
record is considered to be unimpres
sive in view of the "large" pro
por t ion of net value added by manu
facture which is dis t r ibuted as wage 
payments. In his own colourful way, 
he argues: " I f everyone is to ride 
the horse of economic development, 
someone must sit in front and 
others behind!" 

Subsistence and Efficiency 
Al though capital accumulation and 

wage restraint constitute the core of 
Palekar 's arguments, he does not 
accept the impl ica t ion that indust r ia l 
workers should be paid the present 
low wages. A survey of real wages 
in Indian industry leads him to the 
conclusion tha t wages paid are be
low subsistence levels and thus be
low the requirements of efficiency.6 

He contends that oligopolistic and 
monopolistic trends in Indian indus
t r y pose a conflict between employ
ment and price s tabi l i ty even at 
such an early stage of development, 
but appears to feel that these trends 
are inevitable. It is recognized tha t 
the g r o w t h of several industries w i t h 
a capital-intensive s tructure may 
l i m i t the spread of employment, but 
he notes only casually tha t this may 
give rise to problems of equity w i t h 
in the urban labour force and be
tween the urban and rura l w o r k i n g 
population- His advocacy of a higher 
real wage rests, however, on the 
proposition that labour costs consti
tu te a small f ract ion of to ta l unit 
costs, and on the scope for curbing 
exorbitant practices of managements 
in operat ing costs, padded expense 
accounts, and the l ike. 

A f i rs t requirement is to guard 
against the erosion of real wages 
due to rise in prices. However, he is 
c r i t i ca l of the present method of 
dearness allowances to compensate 

for increases in the cost of l i v i n g 
as these only feed the inflat ionary 
pressures in the economy. The abo
l i t i on of food control and ra t ioning is 
cr i t icized as the worker is thus 
"asked to struggle in a free com
peti t ive price market for scarce ne
cessities to buy his m i n i m u m re
quirements of food." He advocates 
instead a thorough-going agrar ian 
reform, and a policy of mak ing 
wage goods (pr incipal ly food) avai l
able to the indust r ia l worke r at 
stable prices. This should not only 
permi t an adequate labour supply 
and satisfactory labour performance, 
but perhaps also provide for mod
est increases wi thou t prejudice to 
the needs of capital accumulation. 

Areas of Agreement and Difference 
His analysis rests on assumptions 

about the long-run supply function 
which are s imi la r to the models ad

vanced by Professor A r t h u r Lewis. 
However, Palekar is not sanguine 
about efforts to secure a release of 
the agr icul tura l "surplus," either 
because of difficulties of extending 
taxat ion in rura l areas, or because 
for other reasons (such as increased 
consumption of those s taying behind 
in the villages) it may be difficult to 
increase the marketed surplus from 
agr icu l tura l production. Given the 
large fraction of the fami ly budget 
devoted to food expenditures, and the 
income-elastic and price-elastic na
ture of the demand for food, this 
may result in higher prices for fa rm 
products, higher wages in the urban 
indus t r ia l sector, and a shift in the 
terms of trade adverse to the indus
t r i a l sector. This implies inevitably 
that the industrial workers are con
demned to live on the margin of sub
sistence." Subsistence level workers 
are not, however, an unmixed bless
ing. They carry w i t h them a peasant 
outlook, and either for this reason or 
because of low levels of stamina or 
health are only par t ia l ly committed to 
work in industry. Hence the need for 
government action to commander 
food surpluses and to assure m i n i 
m u m subsistence in real standards of 
food and shelter. 

In evaluating these divergent, ap
proaches to wage policy, it is wor th 
stressing the area of agreement. 
They both flow f rom a central pre
mise which considers it not only ne
cessary but also feasible to raise the 
rate of saving given the relat ively 
large manpower surpluses. This con

ception of the problem is evidently 
a common constraint in what ap
pear to be differing approaches to 
the problems of defining wage policy-
Thus, both Palekar and the Indian 
authorities have stressed the need 
for wage restraint as a means of 
cont r ibu t ing to the saving potential 
of the economy. Paradoxically, they 
have both placed special emphasis on 
increasing the real wages of workers 
at the margin of subsistence, pre
sumably because special action along 
these lines is considered necessary 
in view of the depressing effect of 
manpower surpluses in the economy. 

They differ thus mainly in the ex
tent to which they appear w i l l i n g 
to recognize the difficulties of im
plementation. Palekar is frank in 
cal l ing for sweeping powers of direc
t ion in the economy, including direct 
wage and price controls, which ad-
mi t t ed ly the Indian government 
does not at. present have. By these 
means, par t icu la r ly by commandeer
ing food surpluses, Palekar feels 
the workers can be assured of a 
higher real wage wi thout feeding 
inf la t ionary pressures in the economy 
The approach of the Indian author i 
ties is not, however. author i tar ian , 
but one of set t ing guideposts in the 
form of statements on wage policy. 
Wage determination as such nas 
been left to a complex machinery of 
t r i pa r t i t e consultation, pay commis
sions, tr ibunals, wage boards, and 
decentralized collective bargaining, 
in the hope that, their decisions w i l l 
reflect respect for the more general 
statement, of principles. 

I ndus t r i a l Relations Not Expendable 
On the whole, however, this has 

been a conservative procedure. There 
has been no at tempt as such to i m 
pose wage ceilings, and probably 
there has been no operative ceil ing 
except in the case of some of the 
central ly regulated national indus
tries l ike rai lways, defence, or posta 
and telegraphs, where the budgetary 
position of the Indian government 
has acted as a direct restraint . No", 
except for the i n i t i a l post-Independ
ence wave of wage revisions, has 
there been much enthusiasm for se
cur ing across the board increases in 
real wages (except of course for re
visions in dearness allowances paid 
to compensate for price increases* 
Further , a considerable part of the 
energies of the Indian government 
(and par t i cu la r ly of central and 
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state labour min is t r ies ) , have been 
directed towards s tab i l iz ing or i m 
p rov ing labour relations. These i n 
clude such objectives as healthy 
unionism, direct collective bargain
i n g relationships, and managerial 
flexibility, which are desirable goals 
of public in te rvent ion in indus t r ia l 
relations. 8 

Criteria for Public Action 
I am w i l l i n g to argue, as I have 

already done, the need for improve
ments in these efforts. I t is, however, 
difficult for me to accept the not ion 
tha t indus t r ia l relations goals are 
expendable objectives in the course 
of development. Palekar is r igh t , I 
th ink , in stressing the analyt ica l dis
t inc t ion between conclusions posed 
by economic analysis and those sug
gested by other considerations such 
as equi ty or politics- B u t these are 
main ly ana ly t ica l dist inctions of va
lue to the social scientist in terms 
of the tools of analysis w i t h which 
he is fami l ia r . The P lanning Com
mission (or the Labour M i n i s t r y ) 
cannot, however, be r i g i d l y bound 
by these dist inctions for i t s most 
impor tan t j ob is to act as a concilia
tor of confl ict ing objectives, econo
mic as we l l as noneconomic. 

Even apart f rom competing or con
flicting objectives of policy, there is, 
I believe, a considerable need for 
caution in proceeding f rom general 
theoretical propositions to definite 
prescriptions for public action. The 
his tor ical circumstances tha t permi t 
ted "exploi ta t ion" of labour in the 

advanced industr ial ized countries do 
not obta in now in India . The h i s to r i 
cal experience has also been sub
ject to different s ta t is t ical interpre
tations, o Fur ther , as Ashton has 
pointed out, the indust r ia l iza t ion of 
the Un i t ed K i n g d o m could be con
ceived of as one which permi t ted 
real wage gains for cer ta in groups 
—those who found employment and 
whose ski l ls were in scarce supply, 
whi le others—the less ski l led or un
employed or pa r t i a l ly employed pro
letariat, were left behind.10 Th is is 

perhaps an accurate description of 
trends now visible in India , 

There is then a case for develop
i n g f a i r l y detailed dist inctions as 
cr i ter ia fo r public action, to ident i fy 

both the causes of upward wage 
pressure as w e l l as the factors under
l y i n g the l ow wages paid to indus
t r i a l workers . Even if one is able to 

do this, it may be difficult to advance 
a case for wage res t ra in t solely w i t h 
in the f r a m e w o r k of macro-econo

mic analysis, g iven the re la t ively 
small p ropor t ion of wage incomes in 
manufac tur ing to the national i n 
come, the unverified nature of as
sumptions about the relative size 

of marg ina l propensities to save 
f rom wage and non-wage incomes, 
the high-cost practices of manage
ment to wh ich Palekar draws our 
at tention, the incentive value of h igh
er wages, and, finally, the costs of 
pol ic ing a policy of wage restraints. 
Across the board recommendations 
for real wage increases, on the 
ground tha t they pe rmi t a higher 
standard of consumption wh ich is 
conducive to efficiency, are also 
difficult to translate in to practice. 
In theory also, it must be demon
strated that the private business 
calculus w i l l fa i l , or be unable to 
appreciate the value of such invest
ment in human resources. One must 
guard against the dangers imp l i c i t 
in award ing wage increases which 
can be obtained only at the expense 
of increases in employment and 
fur ther accentuate the iniquities in 
the labour market . 

Wage Share of Value Added 
A major problem in this respect is 

posed by the lack of adequate data 
per ta in ing to wages and employment-
There are a number of in t r ica te and 
impor tan t questions concerning the 
coverage represented by Indian offi
cial statistics, their breakdown, and 
their s ta t is t ical re l iab i l i ty which , 
though too long to be mentioned 
here, f rustrate anyth ing but the 
most general analysis. Palekar's worn 
is unquestionably the most exhaus
t ive and competent assembly of the 
official series, but the issues raised 
by his challenging analysis of pro
blem of wage policy in economic 
development, or the sweeping indict
ment of the official record, cannot 
be sustained by the data now avai l 
able. He criticises the Indian author
it ies for p e r m i t t i n g such a large 
share of net value added being dis
t r ibu ted in the f o r m of wages, and in 
a more detailed year by year survey 
of the course of this statistic, praises 
or criticizes the government depend
ing on whether i t went down or up. 

B u t a cross-sectional comparison 
of the wage share of the value add
ed by manufacture suggests tha t the 

pr inc ipa l influence is the capital i n 
tensi ty per worke r and tha t the re
lat ionship is inverse. A g a i n the up 
and downs of the wage share ap
pear p r i m a r i l y to be a reflection of 
business conditions facing the in
dustries in question rather than of 
public policy.11 

One of the main problems in this 
respect is tha t both those who de
fend, or cri t icize, government policy 
have in effect endowed the govern
ment w i t h a measure of control and 
influence in labour market decisions 
which is an over-statement of the 
actual position. Hence, it has been 
cr i t ic ized or praised for wage in 
creases wh ich have taken place, or 
sometimes, as in the case of Palekar 
or m a n y union-centred criticisms, for 

not hav ing effected upward revisions 
in indus t r ia l wages. ^ The role of 
independent forces in the economy 
which , even while keeping the gene
r a l indus t r ia l wage at a low level, 
have exerted upward pressures on 
indus t r ia l wages, have not come in 
for as much attention-

The proposit ion tha t the industr ia l 
wage should be low in a populous 
country l ike Ind ia is generally ac
cepted, sometimes too uncr i t ica l ly . 
However, the presence of independent 
and persistent forces which have 
exerted an upward pressure on i n 
dustr ia l wages, forces in pa r t release 
ed by more general economic deve
lopments current ly under way, has 
not been as wel l recognized. The rest 
of this ar t ic le w i l l be devoted to an 
elaboration of this aspect. However, 
for reasons of space, no less of t ime 
and the facil i t ies to undertake an 
exhaustive inquiry , I shall confine 
myself to general observations per
t inent to the current s i tuat ion in 
India, main ly as a plea for fur ther 
research in this field-

Delhi Labour Market 
The rate of g r o w t h of the indus

trialized sector is faster than the 
general rate of g r o w t h of the entire 
economy and, clearly by impl icat ion, 
the agr icu l tu ra l sector. It is also not 
un l ike ly that, in specific urban areas, 
the industr ial ized sector has grown 
more rapidly than the rest of the 
urban economy and the general 
urban population. We know v i r t u 
a l ly noth ing about the facts of this 
g rowth , the projected study of the 
Madras labour market being about 
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the first major study of an urban 
labour market . Avai lable informat ion 
on wages and employment pertains 
main ly to the organized 4 ' industrial ' ' 
sector, but even here specific c i ty -
wise breakdowns are difficult to ob
tain. A n d we know l i t t l e about the 
extent to which an increase in the 
demand for labour in the organized 
sectors is matched by parallel i n 
creases in the other sectors of the 
urban economy. The crucial question 
is the extent to which expansion of 
indust r ia l and urban needs is match
ed by increased flow of labour in the 
directions where the need is the 

greatest. 13 

Somewhat systematic but s t i l l i n 
adequate informat ion is now avai l 
able for Delhi wh ich gives a better 
picture of developing labour short
ages in Ind ia . The in fo rmat ion is 
br ief ly summarized below, 14 One 
must caution the reader that the ex
planations regarding concepts and 
stat is t ical methods used are scanty 
and this provides only a rough pic
ture of the s i tuat ion in the industr ia l 
and urban labour market . The re
ported data is nevertheless an i m 
portant pointer to research in this 
field. 

As against 621 vacancies for f i t ter 
machinists, tool makers, and machine 
tool operators reported to the em
ployment exchange in 1961, 102 or 
16.42 per cent were filled. In the 
case of bleachers, dyers, and finish
ers, there were 151 vacancies of 
which 1 or 0.66 per cent were filled-
For oilers and greasers, on the other 
hand, there were 93 vacancies of 
which 72 or 77.42 per cent were 

filled. For packers and labellers, 42 
out of 203 vacancies or 20.6 per 
cent were filled. For a l l categories 
of craftsmen and production work
ers 796 out of 5.604 or s l ight ly over 
14 per cent were filled. 

Relative Shortages 
Vacancies cancelled as a percent

age of vacancies notified were as 
high as 100 per cent for blowroom 
workers and carders, coach and body 
builders, engravers, furnacemen and 
so on for twelve categories- For an
other five categories, the figure was 
above 90 per cent, and in respect of 
al l the 49 categories examined for 
Divis ion 7 and 8 (craftsmen and pro
duction process workers) , 33 report
ed cancellations of over 50 per cent. 
For al l workers in this group, the 

cancellation was a l i t t le over 62 per 
cent. 

Surprisingly, even in the case of 
unskilled workers, such as cleaners 
and sweepers, only 600 out of 1,668 
were filled, or 56.2 per cent. The 
figures were respectively 1,100 out 
of 1,956 or 56.2 per cent for unski l 
led office workers and 347 out of 885 
or 39.2 per cent for watchmen and 
chowkidars- However, cancellation 
f igures for unskil led workers were 
relat ively low, being 1,068 or 26.70 
per cent for cleaners and sweepers, 
355 or 18.10 per cent for unskil led 
office workers, and 346 or 39 per 
cent for watchmen and chowkidars. 
For a l l unskilled workers the can
cellation stood at over 27 per cent. 

The explanations provided for the 
stat ist ical concepts used are meagre, 
and it is not clear to wha t extent 
the inab i l i ty of the employment ex
change was easily supplemented (or 
circumvented?) by direct employer 
recruitment. The data is neverthe
less indicative of the relative short
ages of manpower, it being most 
pronounced for craftsmen and pro
duction process workers who consti
tute according to the Report, about 

55.1 per cent of the to ta l shortfal1 

in supply. 

Differential Growth Rates and Wages 
The issues raised by developing 

labour shortages become more com
pel l ing as we study the patterns of 
g rowth w i t h i n the industr ia l sector-
Differential rates of g rowth may be 
expected to have their impact not 
only on the wage structure in in 
dustry, but also increasingly on the 

industr ia l wage level. The sk i l l co
efficients worked out by Pitamper 
Pant and his colleagues also suggest 
— unfortunately no more than tha t 
due to the broad occupational cate
gories employed, problems of com
parabi l i ty w i t h corresponding out
put data for industries, and the large 
percentages reported as wunclassi-
fied" that the new industries w i t h 
high rates of g r o w t h also require a 
higher proport ion of skil ls which the 
Delhi Manpower Shortage Survey 
would place in the "relat ively scarce" 
category.13 ' Due to the difficulties 
posed by the lack of comparabi l i ty 

of the data, however, it has not been 
possible to work out s tat is t ical cor
relations. 15 Nevertheless the influ
ence of the variables reported in this 
paragraph should be kept in mind 

as possible factors pushing up wages 
as wel l as a l te r ing the r ank ing by 
industry of the industr ia l sector. 

(Related product market consider
ations also exercise upward presure 
on wages. These include, as Palekar 
notes, a substantial measure of con
centration in the industr ial structure. 
Favourable product market condi
tions are also insured due to the v i r 
tual absence of imports, and the na
ture of the income elasticities of de
mand for goods produced in the ma
nufac tur ing sector. We are concern
ed w i t h two types of elasticities, 
elast ici ty of demand for goods and 
services as a function of personal 
disposable income, and the more 
general elasticity w i t h respect to 
changes in national income. Both 
are presumably high. On both a 
p r io r i and impressionistic grounds, 

one may argue tha t there is a grow
ing and unfulfil led demand for many 
items of domestic production- re
flected only p a r t l y in increases in 
price, and for the rest in various 
forms of non-price ra t ioning. Given 
such favourable conditions—there 
seems l i t t l e doubt tha t Indian indus
t r ia l i s t s face a rosy future—there has 
developed among many industr ial is ts 
a permissive a t t i tude towards wage 
increases. When costs of domestic pro
duction are considerably out of line 
w i t h wor ld prices for many items of 
production, the proposit ion tha t lab
our costs constitute a small f ract ion 
of to ta l un i t costs is, in my view, an 
insufficient just i f icat ion for across 
the board wage increases. 

Rigid Wage Policies Hamper 
Public Sector Enterprises 

Of course, not a l l f irms or employ
ers can afford to be generous, but 
there is evidence to suggest tha t this 
lack of f lex ib i l i ty has worked to their 
disadvantage. This appears to be 
the present s i tuat ion confronting the 
Indian public sector enterprises and 
was brought forcibly to my at tent ion 
du r ing field interviews in the sum

mer of 1962 w i t h leading officials. 
R ig id wage policies have hampered 
their recrui tment of labour and 
technical personnel, for which par t ia l 
relief was provided by resort ing to 
special allowances, accelerated pro
motion and so on. This also appears 
to be the case in such central ly re
gulated industries l ike rai lways, post 
and telegraphs, or defence, where 
wage rate revisions are infrequent 
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and per ta in to employed categories. 
It is a mistake, however, to consider 
such problems as ar is ing only in res
pect of skil led labour. Thus a vis i t 
to a leading public sector plant 
brought f o r t h the surpr is ing i n fo rm 
at ion that as against over 1.000 semi
skil led trainees required, about only 
60 applicants were for thcoming. 
This is not inconsistent w i t h the no

t ion of pockets of local surpluses not 
coinciding w i t h local needs, except 
that this plant was located in a p r in 
cipal c i ty of India, a t h w a r t major 
t ransportat ion routes. The data re
ported above for Delhi is also sur
pris ing. 

The prevalence of these shortages 
raises the issue of wha t steps should 
be taken to insure an adequate lab
our supply for India's developing 
programme of industr ia l izat ion. I t 
has been commonly accepted that 
India possesses a large reservoir of 
manpower, and a counting of heads 
may suggest a promising basis un
economic development. It is equally 
a wel l established proposition, how
ever, that industr ia l development re
quires special skills and forms of 
work-discipline which are novel to 
the t radi t ional environment. The 
market for humans, as other mar
kets in early stages of development 
is characterized by inefficiencies due 
to prejudice, waste, imperfect in form
at ion and various ar t i f ic ia l and na
tu ra l barriers to effective manpower 
u t i l i za t ion . His tor ica l ly , par t ia l ans
wer was provided by the middleman-
contractor who mediated between 
supply and demand for labour, and 
assumed some manager ia l responsibi

lities. Even today he plays an i m 
portant role in a key industry like 
construction. Employers have pard 
and continue to pay special premi
ums to encourage desirable forms of 
w o r k behaviour as these reduce the 
complementary costs of management 
or wear and tear on equipment which 
is in scarce supply. It. seems to me 
then that, far f rom labour being a 
plent i ful resource, it may wel l be 
scarce if qual i ta t ive requirements 
are specified This is not of course 
l ike ly to be a serious problem if in 
dustry could be operated effectively 
despite workforce ins tab i l i ty and if 
the unemployed workers are ready 
and satisfactory substitutes. Employ
er behaviour suggests, however, that 
this is not the case, 

Requirements of Wage Policy 
Complex 

The preceding paragraphs are i n 
tended to suggest tha t the require
ments of a wage policy are exceed
ing ly complex and take us beyond 
the answers suggested by macro-
economic analysis alone. This is not 
to deny the u t i l i t y of aggregative 
economic analysis based on relat ive 
factor endowments or the va l id i t y of 
prescriptions recommending a great
er- use of labour because of diverg
ences between the marke t and real 
cost, of labour. However, short of 
extensive direct control in factor and 
product markets, it may also be 
wel l -nigh impossible to expect wage 
policy to be a determined bu lwark 
against upward wage pressures in
duced by more general economic po
licies. Nevertheless wage policy can 
make some advances in l imi ted areas 
by a strategic choice of weapons. In 
specific cases, these may include such 
methods as direct wage and price 
control, decentralization of the bar
gaining process, or even periodic, 
country-wide settlements as adopted 
by the Central Government in some 

of the large national industries. One 
of the most promising, to my mind, 
is policies aimed at improv ing the 
efficiency of labour markets by weak
ening both ar t i f ic ial and natura l 
barriers to mobi l i ty and acquisition 
of skills. 

Discussions on wage policy must 
increasingly be buttressed by more 
specific economic analysis, by more 
detailed appraisals of what is t a k i n g 
place in the Indian economy, and by 
more concerted efforts to identify 
and assemble the data relevant for 
this purpose. Palekar's own efforts 
are of a heroic magnitude, and some 
of his suggestions such as tha t wage 
goods must be available at stable 
prices deserve serious consideration, 
al though students of Indian agr icul
ture might prefer al ternative policies. 
Nevertheless one must be wary of 
sweeping proposals for change, if 
only because they obscure alternative 

directions in which public policy may 
need to move w i t h greater effective
ness. If I dissent f rom Palekar 's con. 
elusions, li is w i th a feeling of ap
preciation, for a prodigious scholar 
who has, by his endeavours, opened 
up a ma jo r area of economic poli
cies for cr i t ical scrutiny, 
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