WAGE-SHARE CONSTANCY HYPOTHESIS—
A REGIONAL EXPERIENCE

M. K. CHATTERJFI

THERE has been much controversy about the theory of constancy in
wage-share. To some, this constancy appears just like the velocity
of light. Keymest called it a bit of miracle. What is more significant
is the fact that although it is inferrupted by minor and major shifts,
the wage-share stays at the new level as it did before, although some
' would prefer to call it inertia rather than stability.?
~ According to Solow® like most other miracles, this is an optical
illusion. He has shown that for oiie internally consistent definition of
‘relative stability, the wage-share in the United States for the period
1929-1954, has not been relatively stable.
- Kravist, after a study of wage-share in the United Stafes, conclud-
. ed that U.S. data for the past half century showed that the notion of
long-run eonstancy in relative shares i3 false — at least for the U.S,,
and during the period covered. According to him, there has actually
been a shift in the distribution of national inecome from property to
labor and it is this which has to.be explained.-

Recently, my friend Mr. Hotson® in 4 study, dealing with the con-
stancy of the wage-share in Canadian economy, concludes that the
wage cost mark-up in Canada is “practically eonstant”, the mark-up
_ fluetuates so little that it will bear the weight of Weintraub’s® law
~ of the price level without the “who%e structure collapsing m an em-
. barrassing heap of exceptions
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